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How  bis  mz  we  in 
the  big  business  of  money? 


Big  as  a  billion-and-a-half  in  overseas  deposits. 


The  growth  of  international  trade  in  recent  years  has 
been  almost  explosive.  And  our  own  activities  abroad 
have  kept  pace.  One  example — our  overseas  deposits 
have  more  than  quadrupled  in  the  past  five  years  and 
now  total  more  than  $1.5  billion. 

Our  First  National  Bank  of  Boston  has  banking  and 
representative  offices  in  10  overseas  countries,  with  two 
more  scheduled  to  open  shortly.  In  another  11  coun- 
tries, we  have  specialized  finance  and  leasing 
companies. 

We  were  the  prime  movers  in  establishing  a  net- 
work of  factoring  companies  in  21  leading  trading  na- 
tions, expediting  the  international  flow  of  goods.  We 
have  two  offshore  funds  to  serve  international  investors 
and  are  active  in  Eurocurrency  markets. 


Big  ideas — that's  what  First  National  Boston  Cor- 
poration is  all  about.  Ideas  in  international  financing, 
factoring,  leasing,  investing,  commercial  financing,  cash 
management,  stock  transfers,  mutual  funds  servicing, 
real  estate  financing,  pension  trusts — if  it  has  to  do  with 
keeping  money  on  the  move,  it  has  to  do  with  at  least 
one  of  our  subsidiaries. 

How  big  are  we?  Big  enough  .  .  .  and  still  growing  in 
innovative  services,  nationally  and  internationally. 


FIRST  NATIONAL  ^!!L 
BOSTON  CORPORATION 


The  First  National  Bank  of  Boston  •  Bank  of  Boston  International  •  Boston  Overseas  Final*  ial  Corp.  •  Cobbs  Allen 
&  Hall  Mortgage  Co.  •  FNB  Financial  Co.  •  FNB  Services  Inc.  •  First  Capital  Corp.  of  Boston  •  First  National  Boston 
Clearance  Corp.  •  First  Venture  Capital  Corp.  of  Boston  •  Firstbank  Financial  Corp.  •  Massachusetts  Linkers,  I m 
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Strike  up  the  band! 


Sensationalism,  they  say,  sells  more  magazines,  newspapers,  TV  shows 
than  good  cheer  —  but  we  think  it's  time  the  country  got  the  facts 
instead  of  all  the  fright. 

The  media  never  show  us  the  miles  of  pleasant  homes  owned  by 
workmen;  they  concentrate  on  the  slums. 

They  never  mention  our  85,000,000  jobs  (still  the  best  in  the  world) 
—  they  concentrate  on  what  unemployment  there  is. 

You  never  see  pictures  nor  articles  about  the  400,000  and  more 
young  volunteers  who  man  classes  and  clinics,  working  to  cure  drug 
addiction  and  trying  to  prevent  youthful  crime. 

When  have  you  seen  an  article  about  our  thousands  of  hospitals 
and  clinics  to  cure  malnutrition  and  disease,  or  the  hundreds  of  thousands 
of  dedicated  men  and  women  who  staff  them? 

The  media  never  mention  their  own  profits  but  hold  up  their  hands 
in  self-righteous  horror  at  those  of  oil  companies,  never  mentioning  the 
billions  necessary  to  build  enough  refineries  to  meet  the  oil  crisis. 

This  used  to  be  a  happy  country,  full  of  reasonably  happy  people. 
But  we've  been  fed  trouble  and  sadness  so  long  that  that's  all  we  can 
see  or  hear. 

There's  more  music  in  America  than  discord! 


The  Warner  &  Swasey  311,  a  new  IV2  yd.  backhoe 
incorporating  the  latest  ideas  in  variable-flow  hydrau- 
lics, offers  contractors  improved  productivity  for  a 
wide  range  of  trenching  and  excavating  jobs. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS. TEXTILE  AND  CONSTRUCTION  MACHINERY 


uThebmkeragehoweofE.EHutt(m&Companyisafm 
I  have  had  close  and pleasaMretotions 
They  have  been  helpful  and  their  service  has  been  gpodV 
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This  may  not  be  a  representative  experience 


When  E.E  Hutton  talks,  people  listen . 
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His  cash  management  system  might  be  better  than  yours 


Because  Joe,  the  newsstand  operator,  knows  exactly 
where  every  dollar  is  every  minute.  Both  the  ones  that  are  com- 
ing in,  as  well  as  the  ones  that  are  going  out. 

Funds  availability  and  information  are  the  keys  to  success- 
ful cash  management  in  today's  marketplace. 

That's  why,  at  the  C&S  Bank,  we've  made  them  the 
cornerstone  of  our  cash  management  services  for  well  over 
twenty  years. 

With  C&S,  your  information  is  as  fast  as  electronic  data 
transmission  can  be.  You  get  the  whole  story  on 


disbursements  on  a  same  day  basis  via  our  fully  automat' 
zero-balance  or  conventional  systems. 

In  addition,  our  services  range  from  automated  con< 
tration  and  account  reconciliation  to  electronic  funds  tran 

Whether  you're  operating  a 
newsstand  or  a  multi-million  dollar 
corporation,  C&S  can  help  you 
keep  your  cash  flows  under  control 
and  working  for  you  every  minute. 

We'll  help  you  get  to  know  your 
money  better. 


MEMBER  FDIC 


The  Citizens  and  Southern  Banks  in  Georgia 
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Two  Move  Up 

Forbes  announces  the  appointment  of  two  new  chiefs  of  its  editorial  bu- 
reaus: to  head  our  West  Coast  bureau,  headquartered  in  Los  Angeles,  Ellen 
Melton;  to  head  our  Washington,  D.C.  bureau,  Paul  W.  Sturm. 

When  Ellen  Melton  joined  Forbes  in  the  late  Fifties  it  was  as  an  editorial 
researcher.  "I  loved  the  job  because  we  had  so  much  control  over  the  final 
version  of  the  stories  in  the  magazine,"  she  recalls.  Melton  was  hesitant  about 
taking  on  writing  responsibilities.  "Writing  and  editing  jobs  were  for  men." 
She  tried  her  hand  at  writing  after  various  editors  encouraged  her,  and  she 
lost  her  hesitancy  in  the  fun  of  making  financial  reporting  come  alive. 

A  native  Californian, 
Melton  graduated  from 
the  University  of  Missouri 
School  of  Journalism.  Her 
first  job  was  as  a  general 
assignment  reporter  for  the 
Daytona  Beach,  Fla., 
News-Journal.  After  work- 
ing for  Forbes  in  New 
York,  she  returned  to  Cali- 
fornia, where  she  worked 
for  Economics  Research 
Associates.  When  Forbes 
opened  its  Los  Angeles  bu- 
reau in  1967,  Melton  got 

the  No.  Two  spot.  One  of  her  first  ideas  there  was  for  an  interview  with 
psychologist  Richard  Farson,  which  turned  into  one  of  the  first  predictions  to 
appear  in  the  national  media  about  the  coming  importance  of  Women's 
Liberation.  Until  then,  Women's  Lib  had  been  a  kind  of  fringe  movement; 
its  appearance  in  Forbes  surprised  many  people,  and  the  interview  was 
widely  reprinted.  Since  then  Melton's  reporting  has  covered  the  whole  range 
of  Forbes  interests;  her  latest  was  about  the  shenanigans^  at  Beverly 
Hills  Bancorp  (June  1 ) . 

Paul  W.  Sturm  moves  from  our  New  York  headquarters  to  Washing- 
ton. Sturm  is  well-equipped  for  the  job.  Born  in  Bridgeport,  W.Va.  (popula- 
tion, 4,000),  he  graduated  from  Oberlin  College  with  a  degree  in  economics, 
earned  a  degree  from  Columbia  University's  Graduate  School  of  Journalism 
and  followed  that  with  a  law  degree  from  Georgetown.  In  between  sheep- 
skins he  worked  in  Washington  for  Straus  Broadcasting  and  later  as  staff 
assistant  to  the  Subcommittee  on  Judicial  Improvements  of  the  Senate 
Judiciary  Committee. 

"Also,"  says  Sturm,  "I  once  worked  as  a  bartender,  but  recieved  few  tips, 
and  as  a  public  relations  man  for  a  laundry  that  continually  ripped  people's 
shirts.  I  am  unmarried  and  enjoy  riding  bicycles."  Not  bad  for  a  man  who 
only  recently  celebrated  his  28th  birthday.  In  the  Washington  spot  Sturm 
succeeds  James  Srodes,  who  will  be  moving  to  New  York  as  an  associate 
editor;  Srodes  will  be  staying  on  in  Washington  for  some  months  to  help 
Sturm  make  the  transition.  ■ 


Melton 


Sturm 
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The  TV  show  for  bulls  and  bears. 


(And  hogs,  corn,  wheat,  plywood . . .) 

The  things  brokers  say. . . 

"Acme's  up."  "National's  gonna  split."  "The  weather 
in  the  Midwest  may  hurt  your  corn  futures." 
Are  they  so  smart? 
You're  looking  at  their  brains. 
At  least,  you're  looking  at  their  inputs.  This  TV 
monitor  is  the  broker's  end  of  a  system  that  gathers 
information  from  trading  floors  and  pits  all  over  the 
country,  digests  it  in  a  computer,  and  displays  it 
instantly  on  his  desk. 

All  at  the  press  of  a  button  or  two. 

The  system  comes  from  one  of  our  companies, 

GTE  Information  Systems.  It  has  been  one  of  the 

most  widely  used  systems  in  the  securities-stock 

field  for  many  years.  And  now,  we're  expanding 

our  coverage  of  the  commodities  market  to  bring 

in-depth  information  to  futures  traders  in  the  most 


rapid,  convenient  form  ever  devised. 

So  now  you  know. 

When  you  call  your  broker,  you  could  really  be 
calling  a  GTE  Information  Systems  computer.  It 
won't  tell  your  broker  what  advice  to  give  you.  But 
it  makes  it  a  lot  easier  to  make  the  right  decisions. 

Doesn't  that  make  you  feel  more  bullish? 


General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


Kodak's  new  microfilmer  can  wrap  up 

a  whole  day's  work 
in  less  than  15  minutes. 


Designed—and  priced— for  the  branch  bank, 
or  other  low-volume  operation,  the  new 
RECORDAK  RELIANT  450  Microfilmer 
can  handle  500  checks  a  minute. 

The  low-cost  450  is  engineered  for  high-speed, 
low-volume  operation.  In  fact,  it  has  virtually 
everything  a  branch  bank  could  need. 

The  standard  automatic  feeder  makes  it  easy  for 
even  a  novice  to  operate.  It  can  use  economical 
RECORDAK  DATAPAK  Film  (ESTAR  Thin 
Base)— and  it's  easy  to  load.  The  450  photographs 


both  sides  of  each  check  simultaneously  at  a  40:1 
reduction  ratio— and  it  has  a  simple  indexer  for 
quick  retrieval  of  information  on  the  film.  It  requires 
minimal  maintenance. 

If  your  microfilming  is  decentralized  so  that  the 
volume  at  each  location  is  low,  but  you  still  require 
high  speed,  you'll  want  to  know  more  about  this 
tough  little  workhorse.  Write  for  literature  on  the 
RECORDAK  RELIANT  450  Microfilmer  or  to  ask 
a  Kodak  representative  to  call.  Eastman  Kodak 
Company,  Business  Systems  Markets  Division, 
Dept.  DP4821,  Rochester,  Mew  York  14650. 


Kodak:  for  better  use  of  information. 


Trends  &Tangents 


Foreign 

Silent  Rider 

Offering  an  almost  noiseless  and 
pollution-free  ride,  Britain's  first  bat- 
tery-powered bus  is  scheduled  to  go 
into  public  service  in  Manchester  in 
the  next  few  months.  Aptly  called 
"Silent  Rider,"  the  bus  has  a  top 
speed  of  40  miles  per  hour  and  a 
touring  range  of  40  miles.  The  vehicle 
is  made  economical  by,  among  other 
things,  a  new  braking  system  which 
recycles  the  internally  generated  elec- 
tricity and  a  special  charger  capable 
of  recharging  batteries  in  less  than 
three-and-one-half  hours,  four  hours 
less  than  a  conventional  device.  When 
the  local  transportation  authority  re- 
searched the  potential  of  an  electric 
vehicle  it  discovered  some  interesting 
facts  of  urban  transport:  In  peak 
periods  the  average  bus  speed  is  only 
around  8.5  mph,  and  during  such 
periods  50%  of  city  buses  cover  less 
than  25  miles. 

Business 

Prime  Markup 

A  recent  study  led  by  a  Motorola 
labor  relations  executive  revealed 
some  interesting  differences  in  hospital 
costs  between  Chicago  and  Phoenix, 
Ariz.  Hospital  room  charges  were  17% 
higher  in  Phoenix  than  in  Chicago, 
miscellaneous  charges  58%  higher,  ma- 
jor medical  charges  72%  higher.  While 
the  cost  spiraling  in  Phoenix  hospitals 
now  seems  to  have  been  stopped,  at 
least  for  the  moment,  the  study  re- 
vealed that  some  Phoenix  hospitals 
had  been  charging  patients  10  cents 
per  tablet  for  aspirin  that  cost  only 
$1.19  per  thousand  tablets. 

A  Good  $1  Cigar? 

A  good  5-cent  cigar  may  have  been 
just  what  this  country  needed  back  in 
the  1920s,  but  apparently  not  now. 
Demand  for  the  cheaper,  domestic 
machine-made  cigars  has  been  slip- 
ping at  a  5%  annual  clip  for  the 
past  several  years,  while  sales  of 
imported,  expensive  varieties  have 
been  climbing  at  an  annual  rate  of 
about  22%.  Sales  of  the  40-cents-and- 
up  imported  brands  increased  almost 
308  last  year.  Little  known  Faber, 
Coe  &  Gregg,  Inc.  has  20%  of  the 
premium  import  market. 

The  Earth  As  Filter 

Can  waste  water  be  purified  by 
spraying  it  on  forest  or  cropland  in- 
stead of  discharging  it  into  rivers, 
lakes  or  oceans?  A  good  deal  of  recent 


research  suggests  that  it  can.  While 
designing  a  project  to  accommodate 
waste  water  from  a  city  or  large  in- 
dustrial complex  involves  a  careful 
study  of  the  local  ecosystem,  the  basic 
principle  is  simple:  The  microbes  nor- 
mally present  in  the  top  2  feet  or  so 
of  soil  effectively  remove  the  harmful 
bacteria  plus  most  if  not  all  the  viruses 
present  in  sewage  effluent.  The  largest 
such  project  is  one  in  Michigan  that 
went  into  operation  early  this  year, 
involving  the  treatment  of  43  million 
gallons  of  sewage  daily  generated  by 
170,000  people  and  five  industrial 
plants.  The  sewage  is  first  treated  in 
aerated  lagoons,  then  eventually 
sprayed  over  6,000  acres  of  land. 

Bullish  Note  For  Natural 

Sales  from  the  U.S.  Government's 
natural  rubber  stockpile,  which 
stretches  back  1.1  million  tons  ago  to 
October  1959,  ceased  in  June  when 
natural  rubber  stocks  reached  their 
statutory  minimum  of  130,000  tons. 
While  1973  U.S.  consumption  of  nat- 
ural was  only  685,000  long  tons  vs. 
2.4  million  tons  for  synthetic  rubber, 
natural  rubber  dominates  the  blend  of 
material  for  large  tires  and  the  fast- 
growing  radial  segment  of  the  tire 
market.  Sales  of  natural  in  1973  grew 
7%  over  1972,  much  faster  than  sales 
of  synthetic  rubber  (4.75%) .  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Kids  (?) 
under  18 
now  free. 

At  age  17  they're  really  not 

kids.  Even  so,  with  our  new 

Family  Plan  at  most  lodges, 

they  stay  free  in  your  room. 

Great  idea,  just  in  time 

for  summer  travel. 

New!  Reserve  Toll  Free 
1-800-654-2000 


HOWARD 

JounsonS 


MOTORJ-ODGES 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  ?  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.WILSON 

P.O.  Box  1317-FO 
Roswell,  New  Mexico  88201 
Area  Code  505—623-0507 
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OIL  AND  GAS  DIVISION 

Exploration,  development, 
and  production  of  domestic 
oil  and  gas  resources. 

WHEIAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive  industry. 


NORTH  AMERICAN 
ROYALTIES,  INC. 

CHATTANOOGA,   TENN.    37402 


Listed  American  and 

Pacific  Coast  Stock  Exchanges 

(Symbol:  NAR) 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  ere  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Tens  of  thousands  of  satisfied  customers. 
Full  prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


Address. 


.State. 


.Phone- 


Capital 

Financial 

Services 


DEPT.  F,    Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


Readers  Say 


Landing  A  Punch 

Sir:  You  have  repeatedly  warned 
against  gold  and  silver;  now  you  warn 
about  investing  in  land  (June  15).  Yet 
you  keep  faith  with  common  stocks 
and  they  have  suffered  in  recent 
years  most  of  all.  You  must  know  how 
that  lands  you  in  my  estimation. 

—Julius  Eckstein 
New  York,  N.Y. 

Sir:  The  land  boom:  the  newest 
form  of  financial  immolation. 

William  I.  Maltz 

The  Maltz  Co.,  Realtors 

Los  Angeles,  Calif. 

Solutions? 

Sir:  Re  "It's  Time  To  Hit  Dema- 
gogic Stupidity"  (Fact  6-  Comment, 
June  1 ) .  Senators  Henry  Jackson  and 
Walter  Mondale,  potential  presiden- 
tial nominees,  are  getting  a  lot  of 
mileage  attacking  the  oil  industry's 
recent  improved  earnings.  Why  don't 
they  spend  more  time  looking  for  so- 
lutions to  the  energy  dilemma? 

— R.  Thomas  Pugh 

Amoco  Chemicals  Corp. 

Bloomington,  Minn. 

Silence  Not  Golden 

Sir:  In  "The  Gang  That  Couldn't 
Bank  Straight"  (June  1),  you  state, 
"at  one  point  Chairman  Rowen  passed 
out  Hanukkah  candles  to  employees 
and  urged  them  to  pray.  The  prayers 
were  not  answered."  Prayers  are  al- 
ways answered,  but  sometimes  the 
answer  is  "no." 

— Verle  Witham 
Houston,  Tex. 

Watch  Those  Taxes 

Sir:  Your  saying  that  "businesses 
can  make  more  money  right  now  by 
lending  rather  than  spending  the 
stuff"  (Fact  6-  Comment,  June  1)  is 
poor  advice.  If  American  industry  can 
get  an  8.2%  median  return  on  total 
capital  (Forbes,  Jan.  1)  and  an  11.4% 
median  return  on  equity,  which  is 
after  taxes,  why  would  it  want  to 
lend  or  invest  money  in  a  CD  at  11%, 
which  is  pretax? 

—Charles  E.  Sackett 
Lockport,  N.Y. 

Have  One  Already 

Sir:  In  your  article  on  Anheuser- 
Busch  and  Schlitz  (June  J),  you  said 
that  our  total  equity  capital  would 
scarcely  pay  for  a  big  new  brewery. 
We  have  a  new  brewery  in  Fogelsville, 
Pa.,  which  is  presently  at  a  rated  ca- 
pacity of  2M-3  million  barrels;  a  re- 
cent expansion   of  that  brewery   was 


completed  last  month.  More  impor- 
tant, we  are  confident  that  we  will  be 
around  for  a  long  time  to  come. 

— William  J.  Schoex 

President, 

The  F.  &  M.  Schaefer  Brewing  Co. 

Brooklyn,  N.Y. 

Sir:  My  chemistry  may  be  rusty,  but 
if  one  served  beer  at  "a  chilling  32  de- 
grees," it  should  be  solid  or  almost  so. 
—Steve  Clifton 
New  York,  N.Y. 

Only  pure  H.O  freezes  at  32°F-Ed. 

Golden  Advice 

Sir:  You  are  to  be  congratulated 
for  your  stance  on  gold  earlier  this 
year  (Mar.  15).  James  Dines  actually 
insulted  people  who  differed  with  his 
adamant  contention  that  the  gold  and 
silver  stocks  were  the  hedge  against 
a  coming  depression.  Now  the  hedge 
has  collapsed.  If  one  had  followed 
his  advice  earlier  this  year,  they  would 
have  now  parted  with  one-  to  two- 
thirds  of  their  capital. 

—Joseph  E.  Granville 

Granville  Market  Letter 

Ormond  Beach,  Fla. 

Load  Funds  Only 

Sir:  The  June  15  issue  of  Forbes 
said:  ".  .  .  this  could  mean  switching 
from  load  to  no-load,  as  the  Hamil- 
ton Group  did  with  its  Hamilton 
Funds.  .  .  ."  That  statement  is  totally 
erroneous.  Shares  of  the  three  Hamil- 
ton mutual  funds,  Hamilton  Funds,  Inc., 
Hamilton  Income  Fund,  Inc.  and  Ham- 
ilton Growth  Fund,  Inc.,  are  offered  to 
the  public  on  a  load  basis  through 
Hamilton  Management  Corp.'s  captive 
sales  organization  of  1,500  sales  rep- 
resentatives. Neither  Hamilton  Man- 
agement Corp.  nor  the  Hamilton 
funds  has  ever  offered  the  shares  of 
the  Hamilton  funds  at  no-load,  and 
neither  has  any  plans  to  do  so. 

—Edward  F.  O'Keefe 

Vice  President, 

Hamilton  Management  Coip. 

Denver,  Colo. 

The  Real  Winner 

Sir:  You  extolled  Pullman  Co.  for 
securing  a  berth  in  the  Forbes  Market 
500  (May  15)  when  its  market  value 
increased  136%.  You  got  so  Involved 
in  the  word  play  between  bed  and 
berth  that  you  tailed  to  wake  up  and 
notice   that    llomestake   won   the   gold 

cup  by  a  remarkable  streak  od   plus 

200.8%,  a  move  from  nowhere  to  No. 
341  in  the  FORBES  Market  500. 

— Pai'i.  (  :.  Hi  nsii  \w 

President, 
I  [omestake  Mining  ( 
San  Francisco,  <  lalif. 
( Continued  on  i>(i^<  90  I 


10 


FORBES,   JULY    1,    1974 


The  1970s  are  creating  a  new  kind  of  corporation. 
Multinational.  Computerized.  Diversified. 

And  underinsured. 


As  inflation  drives  costs  higher  and  higher,  insurance 
coverage  that  fails  to  change . . .  quickly  becomes 
inadequate. 

That's  why  AIU  is  conducting  a  worldwide 
campaign  to  alert  its  present  and  potential  policy- 
holders to  these  vital  facts: 

-  Values  are  skyrocketing  everywhere.  In 
the  USA  and  Canada,  for  example,  building  values 
have  increased  ten  percent  annually  for  the  past 
three  years.  And  every  other  phase  of  business  oper- 
ations has  been  similarly  affected:  Wages,  Building 
Materials,  Equipment,  Machinery,  Raw  Materials. 

Which  means  that  yesterdays  amounts  of 
insurance  can't  possibly  cover  today's  losses. 

Not  even  for  partial  losses.  Because,  if  the 
corporation  is  underinsured,  it  will  be  uninsured  for 
a  portion  of  every  loss  sustained— partial  or  total. 

So,  All)  recommends  a  careful  reexamina- 
tion of  all  the  values  reported  under  every  current 
policy. 

We  welcome  inquiries  from  any  licensed  agent  or  broker.  You 


And  we  stand  ready  to  help  with  this 
critically  important  task,  at  all  times.  For  more 
information  about  AIU,  just  mail  the  coupon. 

r 

American  International  (fwk 
Underwriters  Corporation  fl!  [J' 

Dept.  FB074, 102  Maiden  Lane,  New  York,  N.Y.  10005 


My  company  operates  in  the . 


field. 


Please  send  me  information  about  your  worldwide 
insurance  capabilities  in  this  area. 

Name 

Company 

Title 


(Please  print) 


Address 
City 


.State 


.Zip. 


^rek  A  Member  Company  of 

riin 


American  International  Group 
don't  have  to  be  a  regular  producer  to  place  business  with  AIU. 


In  the  wide  world  of 
international  finance 
there's  a  need  for 
a  big  bank  that  takes 
the  broad  view. 


At  Manufacturers  Hanover,  we've 
built  an  international  organization 
that  gives  our  customers  around  the 
world  the  broad  view  they  need. 

We're  in  25  pivotal  countries  with 
either  a  branch,  representative  office 
or  banking  affiliate.  We  own  an  inter- 
est in   several  foreign   banks  and  fi- 


Williom  J   Poden.  Senior  Vice  President 


nance  companies.  Our  London-based 
merchant  bank  is  one  of  the  most  ac- 
tive underwriters  of  Euro-currency  is- 
sues in  the  Euro-markets.  And  we've 
just  opened  an  East/West  trade 
branch  in  Bucharest,  Romania,  the 
first  of  its  kind  in  Eastern  Europe. 

The  result:  our  International  Divi- 


sion has  over  $7-billion  in  loans  or 
books.  And  we're  able  to  do  it  beca 
we  have  the  kind  of  bankers  who  • 
see  beyond  geographic  boundarie 
When  you  come  to  them  with 
international  problem,  they  respon 


MANUFACTURERS  HANOVER 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


BERLIN  NOW 

Recently,  I  visited  West  Berlin  for  the  first  time  in  a 
dozen  years,  and  the  change  in  atmosphere  was  near- 
ly total. 

In  1961  the  tensions  of  the  Wall  dominated  the  tempo 
and  the  temperament.  There  was  brightness,  hustle,  bus- 
tle, prosperity,  glitter  and  edginess,  a  sense  of  danger, 
potential  doom  that  could  cross  the  city's  edges  at  any 
moment. 

Now  all  that  feeling  and  pace  is  completely  gone.  A  bit 
of  acrimony  and  petty  irritations  between  the  Berlins  have 
replaced  the  old  West  Berlin  sense  of  being  a  heroic  out- 
post of  democracy  besieged  and  in  danger  of  being  overrun 
by  Reds.  The  greatest  annoyance  now  is  that  East  Berlin 


AND  THEN 

keeps  raising  the  admission  price  for  visiting  its  part  of 
the  city  and  East  Germany— from  2  marks  to  5  marks  and 
now  it's  10. 

The  concern  of  West  Berliners  with  inflation  equals  and 
probably  exceeds  our  own.  Germans,  having  had  their 
currency  totally  turn  to  paper  following  World  War  I,  have 
a  deep  dread  of  any  possibility  or  inkling  of  any  degree  of 
a  repeat  performance. 

To  summarize— the  concerns  of  West  Berlin  today  are 
just  like  the  concerns  of  the  rest  of  the  world.  Although 
those  concerns  are  important,  they're  a  far  cry  and  wel- 
come change  from  those  that  dominated  Berlin  and  the 
world  only  13  years  ago. 


ITALY'S  GOING  BROKE 


and  the  exuberant  Italians  are  fiddling  around  on  a  Nero- 
esque  scale.  Spending,  racing,  arguing,  singing,  sighing  and 
changing  governments  more  frequently  than  undershirts. 
It's  Tragedy,  but  played  in  scale  and  scope  of  Grand  Opera. 
When  factories  close  for  lack  of  monetary  lubricants, 
unemployment  and  hunger  will  transform  those  fabulous 
Italian  virtues  into  anger.   Out  of  that  chaos,   there  will 


likely  come  once  again  dictatorship— most  likely  Far  Left. 
But  Right  or  Left,  it's  a  grim  prospect. 

Wouldn't  it  be  wonderful  if  the  Saudis,  Kuwaitis,  et  al 
of  OPEC  would  step  up  and  bail  out  this  great  and  great- 
ly threatened  Land.  Now  there's  a  project  of  a  magni- 
tude to  match  the  Arabs'  oil-begotten  gains. 

Is  there  an  Economic  Kissinger  in  the  house? 


GEE  WHIZ! 

So  Henry's  human— and,  incidentally,  more  entitled 
than  most  of  us  to  blow  his  stack  once  in  a  while. 

IT'S   THE  OLD-TIME  RELIGION  FOR  THE  TREASURY 


The  other  day  my  son  and  I  visited  recent- 
ly anointed  Treasury  Secretary  William  Simon 
and  I  came  away  awed,  hopeful— and  doubtful. 

—Awed  that  this  articulate,  vehement  Be- 
liever in  "old-fashioned"  economic  orthodoxy  is 
so  confident  that  he  can  sell  capitalist  sense 
on  Capitol  Hill. 

It  is  awesome,  you  know,  to  hear  a  man, 
dependent  for  the  success  of  his  program  on 
the  votes  of .  people  mostly  running  for  re- 
election, convinced  that  he  can  convince  'em  that  sound 
business  sense  is  good  politics— that  a  scaled  reduction  in 
capital  gains  tax  will  ultimately  help  the  little  guy  more 
than  a  low-bracket  tax  cut;  that  tight  money  and  slowed 
demand  is  better  than  inflation-fueled  expansion. 


—I  came  away  hopeful  because  it's  refresh- 
ing to  find  such  a  bright  two-fisted  Believer 
whose  faith  in  himself  and  his  views  and  his 
ability  to  sell  them  hasn't  been  one  whit  less- 
ened by  his  earlier  Washington  experiences 
as  Deputy  Secretary,  and  by  his  grueling  chore 
as  Energy  Czar  when  there  wasn't  enough  of  it. 
I'm  hopeful  that  there's  some  basis  for  his 
sublime  confidence  that  a  legislative  majority 
might  buy  what  he's  selling. 
But  that's  the  part  that  made  me  come  away 
—doubtful. 

This  63rd  Treasury  Secretary  is  good.  He's  from  the 
School  of  his  predecessor-mentor,  George  Shultz,  but  the 
soft  approach  and  quiet  acceptance  of  setbacks  and  a  will- 
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ingness  to  wait  for  another  day  is  not  his  style.  Slapped 
down,  he'll  slap  back. 

He  has  no  doubts  about  what  makes  the  free-enterprise 
capitalist  system  work  best;  no  doubts  that  inflation  will 
succumb  to  the  workings  of  a  free  marketplace  if  those 
workings  are  free  to  work.  He's  a  fighter  who  won't  run 
out  of  challengers.  He'll  land  some  good  blows  for  real 


economic  sense  before  he's  carried  from  the  ring. 

*     »     # 

Incidentally,  those  who  speculate  that  within  the  Ad- 
ministration he'll  be  insulated  or  isolated  by  either  Roy 
Ash  or  Presidential  Adviser  Ken  Rush  are  fanning  wind. 
Treasury  Secretary  Simon  will  be  Secretary  of  the  Trea- 
sury in  the  fullest  and  absolute  sense. 


and  mustn't  be  allowed  to  be. 

But  in  illegalizing  mining  near-sur- 
face coal  where  the  land  is  unrestor- 
ablc,  we  would  be  unaffordably  fool- 
ish to  make  all  strip  mining  impos- 
sible. Senator  Mike  Mansfield's  amend- 
ment to  ban  such  mining  on  all  pri- 
vate land  where  the  Government 
owns  mineral  rights  would  do  just  that 
and  ought  to  be  dropped. 

Forbes  has  long  vehemently  op- 
posed strip-and-run  mining.  But,  hav- 
ing recently  visited  Burlington  Northern's  strip  mining  rec- 
lamation project  at  Colstrip,  Mont.,  I'm  far  more  convinced 
than  previously  that  strip  mining  has  an  important,  imme- 


STRIP  MINING  NEEDN'T  BE   RAPE 

diate,  feasible,  reasonable  part  to  play 


(I  to  r)  Christopher  Forbes,  Mrs.  M.S.  Forbes, 
MSF  and  BN  engineer  at  Colstrip,  Mont. 


in  meeting  this  country's  vital  energy 
need— and  not  at  the  price  of  an  un- 
restorable,  unlivable  environment. 

Getting  out  the  coal  and  getting 
the  sulphur  out  of  coal  are  critically 
important  national  needs.  We  have  a 
near-endless  abundance  of  this  primal 
energy.  Every  ton  of  it  sensibly  dug 
and  delivered  saves  a  ton  of  imported 
oil  and  a  ton  of  exported  dollars. 
It  is  the  price  we  are  now  pay- 
ing for  oil,  you  know,  that  again  is  shaking  our  buck's 
value.  A  sounder  dollar  is  distinctly,  not  distantly,  related 
to  sound  strip  mining. 


THIS   STUFF'S   GOTTA  GO 


General  Dynamics  (see  page  30)  is  in  the  midst  of  a 

long  strike  at  its  Quincy   (Mass.)    shipyard  because  it's 

determined  to  improve  work  practices  which  CEO  David 

Lewis  describes: 

"Say  a  man  wants  to  weld  a  little  clip  high  up  on 
a  bulkhead  behind  some  wire  bundles.  First  he's  got 
to  find  the  guy  with  the  ladder;  he's  not  allowed  to 
touch  it.  Then  he  needs  an  electrician  to  push  the 
wire  bundles  aside.  Then  somebody  else  has  to  come 
and  drill  a  hole  for  the  clip,  and  another  man  cuts 
it  out.  Finally  he's  able  to  get  in  there  and  do  his 

NOW  HOW 

James  Brady,  currently  New  York  columning,  who  knows 
about  such  things  and  more  about  New  York  than  most 
people,  quotes  a  forecast  that  the  "blue  denim  craze  is 
finally  coming  to  an  end  and  corduroy  will  be  the  next 
big  fabric  smash." 

The  whole  denim  thing,  you  must  admit,  is  ridiculous. 
If  the  hours  that  have  been  spent  soaking,  fading,  dyeing, 


welding.  Then  he  calls  the  electrician  back,  and  the 
ladder  man  to  take  the  ladder  away  and  still  an- 
other man  to  come  in  and  sweep  up.  It's  ridiculous, 
and  at  a  yard  that's  been  a  money-loser  we're  going 
to  change  those  work  practices." 

The  same  damn  nonsense  probably  adds  15%-20%  or 
more  to  all  unionized  construction  jobs,  including  home 
building.  If  that  indefensible,  nonsensical  cost  could  be 
deflated  out  of  construction,  it  would  more  than  offset 
what  inflation  in  prices  and  interest  has  added. 

ABOUT  DAT! 

tearing,  patching,  stitching  and  designing  denims  had 
been  spent  popping  popcorn,  we'd  now  have  a  pile  big 
enough  to  reach  Jupiter. 

When  the  high-fashion  tailors  and  the  dinner-suit  and 
evening-dress  makers  start  laying  off  the  stuff,  maybe  there 
will  be  enough  left  for  those  who  first  discovered  that 
denim  makes  a  good  tough  pair  of  pants  to  work  in. 


REMEMBER  WHEN 

In  that  well-done  movie  Lords  of  Flatbush,  a  Fifties 
nostalgia  piece  (imagine,  there  are  people  who  are  young 
enough  to  think  of  the  Fifties  as  being  that  long  ago), 
there  is  a  chuckling  reminder  of  the  status  WASPS 
then  had. 

Chico,     leather-jacketed,     motorcycle-driving     Flatbush 

IT'S  NICE  WHEN  PEOPLE 

have  enough  money  to  consider  the  stuff  unimportant. 
14 


WASPS  WERE  IN? 

lover,  calls  the  Nice  Daughter  of  an  Army  Colonel  quite 
late  at  night.  The  Colonel  answers  and,  when  asked  if 
his  daughter  is  home,  remarks  about  the  lateness  of  tlie 
hour  and  wants  to  know  who  it  is. 

"Carl  Erskine,"  is  the  reply. 

When  the  daughter  comes  on:  "Honey,  tins  is  CbiCO." 

MONEY 

A   means    to   the   end. 

-MALCOLM  S.  FORBES, 

Editor-in-Chiel 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


It  Takes  Money  To  .  . . 

...  it  is  important  to  remember 
that  when  a  nation  neglects  invest- 
ment in  favor  of  consumption  for 
very  long  it  does  so  at  great  peril.  A 
good  many  of  the  economic  problems 
of  the  U.S.  stem  from  the  fact  that 
public  policy  in  recent  years  has  be- 
come weighted  in  favor  of  consump- 
tion and  against  investment,  particu- 
larly investment  by  the  private  sector, 
which  is  responsible  for  a  high  propor- 
tion of  what  the  nation  consumes.  .  .  . 
—from  a  Wall  St.  Journal  editorial. 

Tenure  for  Teachers 

Outside  the  field  of  education,  the 
civil  service,  unions,  law  firms,  and 
at  least  the  federal  judiciary  rep- 
resent bastions  of  tenure.  Where 
these  fields  subscribe  to  tenure  in 
principle,  many  more  fields  subscribe 
to  tenure  in  fact— most  strikingly, 
large  corporations,  which,  despite 
their  resolutely  "business-like"  veneer, 
habitually  do,  I  am  told,  succumb  to 
the  sentimentality  which  compels 
them  to  retain  the  expendable.  .  .  . 
Whether  so  complete  a  protection  of 
academic  freedom  is  worth  the  cost 
of  tenure  is  another  issue.  For  even  if 
many  criticisms  of  tenure  are  only 
criticisms  of  the  way  it  is  practiced, 
a  university's  obligation  to  retain  not 
incompetent  but  merely  mediocre  or 
just  ordinary  faculty  is  an  overriding 
vice  of  tenure  itself  which  may  well 
outweigh      its      singular      virtue .... 


Might  not  a  university  make  medi- 
ocrity or  something  even  tamer  ade- 
quate grounds  for  dismissal? 

—Robert  A.  Segal, 
in  the  Princeton  Alumni  Weekly. 

Governing  by  Phone  Book 

Such  essential  qualities  as  character, 
honor,  decency,  intelligence,  lovable- 
ness,  dependability,  common  sense, 
humor  and  perception  are  randomly 
dispersed  in  the  population  and  do 
not  necessarily  ascend  on  a  parallel 
curve  with  a  man's  economic  status. 
Nor  do  such  qualities  depend  upon 
the  amount  of  his  schooling  or 
"brains";  IQ  tests  do  not  measure 
character.  This  may  be  why  William 
F.  Buckley,  that  maverick  among 
snobs,  would  rather  be  governed  by 
the  first  2,000  people  in  the  Boston 
telephone  book  than  a  similar  num- 
ber of  Harvard  faculty  members. 

—Thomas  Griffith  in  Time. 

Lampooning  Politicos 

Poking  fun  and  malice  at  any 
and  all  politicos  is  an  Ameri- 
can preoccupation  and  prerog- 
ative; herewith  some  exam- 
ples, and  a  foreign  comment: 
Q:    What   do   you   get   when   you 

cross  Gerry  Ford  and  a  turtle? 

A:  A  turtle  with  a  reading  problem. 
Q:   Why  can't  Gerry  Ford  take  a 

tax  deduction  on  his  personal  papers? 
A:   Because  the  National  Archives 

doesn't  accept  coloring  books. 

Gerry    Ford   thinks   foreign   policy 


is  a  Venezuelan  life  insurance  plan. 

Q:  How  come  Gerald  Ford's  per- 
sonal correspondence  had  never  been 
entered  as  evidence  in  the  Senate  Wa- 
tergate hearings? 

A:   You  can't  file  alphabet  blocks. 

Q:  How  can  you  tell  when  Gerald 
Ford  has  been  bribed  by  influential 
Washington  lobbyists? 

A:  You  can  smell  the  peanuts  on 
his  breath. 

—National  Lampoon. 

*  *   # 

.  .  .  [Elliot  Richardson]  as  a  pub- 
lic speaker  is  a  great  riot  control  weap- 
on. If  Watts  ever  erupts  again,  Rich- 
ardson should  be  sent  in  to  give  a 
speech.  He  can  turn  a  passionate 
crowd  into  a  lagoon  of  tranquility 
with  incredible  swiftness. 

-George  F.  Will, 

International  Herald  Tribune. 

*  *   # 

The  [Republican]  Party  is  in  rela- 
tively good  shape— compared  with  the 
Young  Communist  League. 

—Republican  lawyer  Ellis  Rubin  of 

Miami  Beach,  quoted  in  Time. 

*  #  # 

Not  surprisingly,  Americans  now 
rate  their  politicians  lower  than  dust- 
men. Congress  has  become  even  more 
unpopular  than  the  President  not  least 
because  of  the  way  it  has  handled 
Watergate  ....  The  courts  can  han- 
dle the  monkeys  but  only  Congress 
can  impeach  the  organ  grinder.  .  .  . 

—Reprinted  in  Atlas  World  Press 
Review  from  The  Guardian,  England. 


Is  the  U.S.  heading  for  a  situa- 
tion not  unlike  that  of  Japan  and 
Germany,  where  a  handful  of 
banks  decide  which  industries  and 
companies  get  capital? 

The  evidence  seems  persuasive. 
In  recent  years  commercial  banks 
have  engaged  in  leasing,  private 
placements,  have  made  long-term 
loans  and  have  come  to  dominate 
the  stock  market  through  their 
huge  trust  departments.  The  Glass- 
Steagall  Act  forbids  commercial 
banks  from  underwriting  corporate 
securities,  but  Morgan  Guaranty's 
Trust  Department  has  apparently 
found  a  route  around  that  prohibi- 
tion (see  p.  54). 

Says  Robert  H.B.  Baldwin,  presi- 
dent of  Morgan  Stanley  and  vice 
chairman  of  the  Securities  Indus- 
try Association,  "If  current  trends 


RESTRAINING  THE   BANKS 

by  M.S.  Forbes  Jr. 
continue,  the  securities  industry 
will  become  increasingly  weaker 
and  will  not  be  able  to  help  raise 
the  large  amounts  of  capital  indus- 
try and  government  are  going  to 
need."  One  result  might  be  Con- 
gress passing  "legislation  which 
would  permit  the  commercial  banks 
tu  reenter  the  securities  business 
in  a  much  bigger  way  than  they 
are  doing  today." 

(Ironically,  it  was  Morgan  Guar- 
anty that  began  expanding  com- 
mercial bank  activities  in  1958 
when  it  went  into  private  place- 
ments. Morgan  Stanley  was  formed 
by  J. P.  Morgan  associates  in  1935 
after  the  Glass-Steagall  Act  forced 
a  separation  of  commercial  and  in- 
vestment banking. ) 

What  to  do?  How  can  the  grow- 
ing power  and  importance  of  the 


banks    in    this    area    be    checked? 

The  most  effective  answer  is  sim- 
ple and  cannot  be  forced  by  legis- 
lation—a return  of  the  public  to 
the  stock  market.  When  the  public 
left  after  the  debacle  of  1969-70, 
corporate  America's  appetite  for 
capital  didn't  disappear.  Banks 
moved  into  a  vacuum. 

What  will  get  the  public  back? 
A  successful  fight  against  inflation. 
The  stock  market  today  is  far  be- 
low its  high  of  early  1966,  when 
inflation  began  in  earnest.  Stock  of- 
ferings reached  a  peak  in  1972 
when  inflation  dipped  to  a  seven- 
year  low  of  3%. 

So  don't  knock  Federal  Reserve 
Board  Chairman  Arthur  Burns' 
tight  hand  on  the  monetary  faucet. 
Be  glad  of  it,  especially  if  you  want 
to  see  a  healthy  Wall  Street  again. 
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The  auto  industry 

is  tooling  up  to  build  more 

compact  cars. 


EARNINGS  PER  SHARE 
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EARNINGS    (Millions) 


Bendix  is  moving  up.  Per  share  earnings 
for  the  first  six  months  of  fiscal  1974  are  up 
14  percent  over  earnings  before  extraordi- 
nary items  for  the  corresponding  period  of 
1 973.  And  1 973  was  a  record  year. 

Figures  exclude  a  non-recurring  credit  and 
extraordinary  items. 


We're  building  the  tools. 

The  Bendix  automatic  transfer  machine  pictured  here  is 
typical  of  the  "big  ticket"  machine  tools  we  build  for  the 
automakers.  Machines  that,  in  a  matter  of  seconds,  can 
finish  a  steering  knuckle  or  a  disc  brake  caliper,  assem 
ble  a  universal  carrier  or  inspect  an  engine  block. 

This  isn't  just  a  boom  year  for  compact  cars;  it's  the 
beginning  of  a  whole  new  trend.  Our  Industrial  Group  has  a 
record  breaking  amount  of  orders,  and  we're  booking  more 
month  by  month,  than  ever  before  in  our  history. 

But  the  upward  trend  in  Bendix'  capital  equipment 
sales  actually  began  before  the  energy  crisis  or  the  swing  to 
smaller  cars.  Buhr,  Michigan  Special,  Sheffield,  Besly 
Scully-Jones  and  Skagit,  all  members  of  the  Bendix  family 
serve  a  broad  range  of  American  industry. 

We're  a  company  on  the  move,  stronger  than  ever  in 
the  businesses  we're  known  for  and  growing  in  a  wide  range 
of  new  activities.  It's  the  kind  of  growth  that  helped  us 
achieve  record  earnings  in  fiscal  1973  on  a  25  percent 
increase  in  sales  to  $2.23  billion. 

We'd  like  to  tell  you  more.  Send  for  our  Annual  and 
Quarterly  Reports.  The  Bendix  Corporation,  Bendix  Center 
Southfield,  Michigan  48076. 


Bendix 
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How  one  Chemical  lease 

is  helping  children  play  in 

Toronto  Harbor 


Chemical  is  in  the  leasing  business  in 
a  big  way.  For  example,  we  worked  out  an 
innovative  financing  package  for  the 
company  that's  dredging  Toronto  Harbor.  It 
included  buying  one  o(  the  world's  largest 
underwater  vacuum  cleaners  and  leasing  it 
back  to  them.  And  now 
as  the  harbor  gets 
deeper,  what  used  to  be 
on  the  bottom  is  being 
raised  to  create  a  new 
aquatic  park. 

Under  this  arrange- 
ment everybody  benefits. 
The  company  doing  the 
dredging  doesn't  have 
its  working  capital  tied 
up.  The  cost  to  Toronto 
is  less  than  it  would 
have  been  with  conven- 
tional financing. 
And  Toronto's  children 
get  a  beautifully  landscaped  park  to  play  in. 

Toronto  is  just  one  of  Chemical's  leasing 
projects.  Through  our  leasing  subsidiaries, 
we're  involved  world-wide  in  leasing 
everything  from  oil  tankers  and  747  s  to 
bookkeeping  machines  and  dental  drills— 
even  complete  plants  and  equipment, 
including  the  real  estate. 

What  to  lease-and  why. 

You  can  lease  virtually  any  kind  of  equip- 
ment your  business  needs.  And  leasing 
has  a  number  of  advantages  beyond 
preserving  working  capital.  You  pay  for 
equipment  at  today's  prices  with  tomorrow's 
dollars.  Lease  rentals  are  tailored  to  meet 
your  own  cash-flow  requirements.  Ai  J  you 
may  obtain  certain  tax  benefits  you  dor,  t 
have  with  traditional  financing.  But,  of 


course,  every  case  is  unique  and  you  should 
discuss  it  with  an  expert  before  you  go  ahead. 

Leasing  from  Montreal  to  Milan. 

Our  leasing  affiliates  currently  have  offices 
in  New  York,  Chicago,  Toronto,  Montreal, 


Brussels,  Frankfurt,  London,  Milan,  and 
Sao  Paulo,  and  are  planning  to  open  many 
more.  If  you're  not  in  any  of  these  cities, 
just  contact  the  nearest  Chemical  Bank 
branch  or  representative  office. 

Our  world-wide  network. 

Main  Office:  20  Pine  Street,  New  York, 
N.  Y  1001 5.  Beirut,  Bermuda,  Birmingham, 
Bogota,  Brussels,  Buenos  Aires,  *,  aracas, 
Channel  Islands,  Frankfurt,  Hon^  Konu, 
Jakarta,  London,  Madrid,  Manila,  MexicoCity 
Milan,  Monrovia,  Nassau,  Paris,  Rio  do  Janeiro 
San  Francisco,  Sao  Paulo,  Singapore,  Sydney 
Tokyo,Vienna,  and  Zurich. 

CiemicalBaink  I 

International  business:  When  needs 
are  financial,  the  reaction  is  Chemical. 
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Can  The 

Underdog  Become 
Top  Dog  Again? 

Can  American  Airlines  come  back? 

Can  United  Airlines  keep  its  hard-won  lead? 

The  airline  business 

is  going  to  be  an  exciting  race  this  summer. 


American  Airlines'  new  chairman 
and  president,  Albert  V.  Casey,  makes 
no  bones  about  it.  This  is  the  summer 
of  decision  for  American. 

Hundreds  of  pilots  and  steward- 
esses have  been  recalled  to  duty.  The 
chocks  stuck  under  many  a  wide- 
bodied  jet  during  the  winter's  fuel 
crisis  have  been  pulled  for  the  sum- 
mer schedule.  "We'll  have  every  plane 
in  the  air  we  can  get,"  says  Casey. 
"We  are  betting  heroically  that  by 
Sept.  15  we  will  have  been  able  to 
bring  this  airline  back  to  profitability." 

Casey  took  over  the  Flagship  Fleet 
last  March  after  seven  years  as  presi- 
dent of  the  Los  Angeles-based  Times 
Mirror  Co.  American  lost  a  record  $48 
million  last  year;  another  $10.5  mil- 
lion in  the  first  quarter  of  1974.  Casey, 
at  53,  faces  a  tough  job.  For  while 
American  was  taking  its  nosedive,  its 
main  competitor,  United  Airlines,  was 
pulling  so  far  ahead  that  its  lead  now 
seems  decisive. 

"We  used  to  think  of  American  as 
the  blue-ribbon  airline,"  says  an  ex- 
ecutive at  another  major  trunk.  Ameri- 
can's performance,  maintenance  and 
on-board  service  were  the  creme  de 
la  creme  of  commercial  aviation. 
American  "also  was  more  consistently 
(and  greatly)  profitable,  partly  be- 
cause its  flagships  had  39.8%  of  the 
money-making  New  York-Los  Angeles 
market,  while  United  had  only  25%. 
American  also  had  to  call  on  fewer 
cities  with  marginal  traffic. 

"But  somehow,"  the  airline  man 
went  on,  "the  baton  passed  badly 
hom  C.R.  Smith  to  George  Spater. 
He  had  a  hard  time  holding  Ameri- 
can together.  Then  they  hit  the  1973 
pilot  slowdown,  the  Nixon  contribu- 
tion blowup,  the  printing  kickback 
scandal.  The  soul  seemed  to  go  out 
of  American,  and  that's  something  an 
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airline  really  needs." 

United,  meanwhile,  was  experienc- 
ing its  own  agonizing  baton-passing. 
With  a  1970  loss  of  $40  million  fol- 
lowed by  a  $5-million  loss  in  1971, 
United's  board  replaced  Chairman 
George  Keck  with  hotelman  Edward 
E.  Carlson.  He  cut  overhead,  reor- 
ganized the  line  into  three  geographic 
profit  centers  and  infused  a  new  hard- 
nosed  spirit  into  UAL.  "I  told  my  peo- 
ple, be  aggressive  in  the  market- 
place," says  Carlson,  "but  be  aggres- 
sive with  a  market  orientation."  Carl- 
son has  multiplied  UAL's  margins 
each  year  since.  This  year's  first  quar- 
ter was  the  best  in  United's  history. 

Sky-High  Forecasts 

American's  downward  glide  has 
been  the  result  of  more  than  just  the 
absence  of  a  tough  hand  at  the  top. 
"With  our  standards  we  had  created 
a  very  high  cost  operation,"  says  Ca- 
sey. That  approach  worked  in  the 
1960s,  when  airline  traffic  was  rising 
at  an  annual  rate  of  12%  to  13%.  Now 
the  overall  growth  rate  is  down  to  5%, 
the  transcontinental  growth  less  than 
half  that.  But  by  working  off  the  ear- 
lier figures,  American's  market  re- 
searchers (the  department  has  since 
been  cleaned  out)  made  a  basic  mis- 
take. They  figured  big  growth  in  lei- 
sure air  travel  was  here  to  stay. 

Emboldened  by  growth  projections, 
and  with  the  long-time  chairman  of 
American,  C.R.  Smith,  having  become 
Secretary  of  Commerce  in  the  John- 
son Administration,  Spater  went  hell- 
bent for  expansion.  He  ordered  16 
Boeing  747s  and  25  DC-lOs. 

Then  American  won  an  Australian 
route  right  through  Hawaii,  United's 
key  destination.  American's  route 
structure  ballooned  from  24,000  to 
64,000  miles.  In  1969  Chairman  Spa- 


19 


Outsiders.  Ed  Carlson  {above)  of 
United  and  American's  Al  Casey 
run  counter  to  the  old  saw 
that  it  takes  an  airlines  man 
to  run  one.  Carlson's  old  job 
was  keeping  hotel  beds  filled; 
Casey's  was  keeping  news- 
paper pressruns  sold  out. 


ter  told  Forbes:  "We're  harnessed  to 
a  new  route  which  will  grow  at  a 
phenomenal  rate." 

The  route  was  a  flop.  American 
aimed  flights  from  throughout  the  na- 
tion at  Hawaii,  but  it  was  forced  by 
Civil  Aeronautics  Board  order  to  send 
every  second  flight  on  to  Australia. 
The  planes,  competing  with  well-es- 
tablished Pan  American  and  Qantas, 
flew  nearly  empty. 

UAL  fought  back  on  the  Hawaii 
route.  United  is  making  nearly  $30 
million,  about  one-third  of  last  year's 
pretax  net,  just  flying  vacationers 
to  the  islands.  American  petered  out 
on  the  route.  It  now  has  but  two 
flights  a  week  from  St.  Louis  to  Hono- 
lulu and  is  trying  to  exchange  its  Pa- 
cific routes  for  some  Pan  American 
castoffs  to  the  Caribbean.  "That  whole 
Pacific  thing  was  a  disaster,"  says  Al- 
bert Casey. 

So,  there  was  American  with  more 
jumbos  than  any  other  domestic  air- 
line and  no  place  to  fly  them.  The 
drain  was  enormous.  Until  last 
month,  four  747s  were  grounded  and 
many  DC- 10s  were  on  reduced  sched- 
ules. Meanwhile,  United  was  able  to 
use  all  18  of  its  747s  and  20  DC- 10s 
(five  are  on  lease  to  Delta)  by  taking 
connecting  passengers  out  of  Chicago 
to  the  West  Coast,  and  then  flying 
the  big  planes  on  to  Hawaii  with 
pleasure  travelers.  Short-haul  carriers 
like  Braniff,  using  smaller  Boeing 
727s  on  more  frequent  schedules,  also 
chewed  away  at  key  American  routes 
like  New  York-Dallas. 

As  a  result,  American's  share  of 
the  total  U.S.  market  is  down  from 
18%  in  1968  to  15.6%.  United's  is  off 
from  24.5%  to  23.5%.  Third-running 
TWA,  which  lost  its  share  to  Ameri- 
can during  the  winter  strike  of  flight 
attendants,  has  come  right  back  to 
pick  it  up  from  American. 

Casey  hopes  to  stop  some  of  the 
losses  with  a  technique  he  tried  as 
executive  vice  president  of  BEA  Ex- 
press back  in  1961.  This  was  to  use 
big  trucks  for  long  hauls  while  small 
trucks  did  all  the  city  deliveries.  Us- 
ing the  new  Dallas-Fort  Worth  In- 
ternational Airport  as  United  does 
Chicago's  O'Hare,  American  is  flying 
in  long-haul  passengers  at  discount 
fares  by  DC- 10  night  coach  for  pick- 
up to  other  destinations.  Casey  is  buy- 
ing 14  new  Boeing  727s  for  the  short- 
haul  flights,  making  the  down  pay- 
ment by  trading  in  two  white  ele- 
phant 747s  and  selling  another  to  the 
National  Aeronautics  &  Space  Ad- 
ministration for  $16  million. 

United  Airlines,  by  contrast,  has 
parked  15  of  its  aging  DC-8s  and  is 
selling  29  other  old  planes  in  order 
to  make  full  use  of  wide-bodied  space 
aboard  the  747s  and  DC- 10s. 
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Whether  passengers  can  be  moved 
like  BEA  packages  remains  to  be  seen. 
And  on  top  of  his  scheduling  prob- 
lem, Casey  must  also  effect  a  turn- 
around in  American's  19-hotel  chain. 
The  Americanas  lost  $2  million  last 
year  on  revenues  of  $115  million.  A 
new  head  of  the  chain  has  been 
named.  But  Casey  is  stuck  with  high- 
cost  leases  on  hotels  owned  by  the 
Loew's  Corp.  in  San  Juan  and  New 
York  City,  including  the  1,842-room 
Americana  of  New  York,  where  Casey 
says  the  public  rooms  lose  money. 

Meanwhile,  United  is  expanding  its 
Western  International  hotel  chain  full 
speed  ahead.  "It's  in  my  blood,"  says 
Carlson,  "since  I  came  from  that  side. 
I  want  to  see  them  do  well."  Seven 
new  hotels  are  in  the  works  and  a 
350-room  unit  opened  in  Edmonton, 
Canada,  at  the  end  of  June,  making 
63  Westerns  in  all.  Carlson  looks  for 


"impressive  gains"  on  the  hotel  side. 
The  hotel  business  did  help  UAL  over 
some  rough  spots,  contributing  more 
than  30%  of  net  in  1972,  but  it  prob- 
ably will  be  less  than  5%  of  United's 
bottom  line  this  year. 

United  has  its  problems,  too.  If  the 
package  tours  to  Hawaii  or  the  hotel 
business  should  falter,  United  could 
face  real  turbulence.  As  Carlson  says, 
"The  Hawaiian  route  segment  is  so 
important  to  our  totals  that  if  we  are 
losing  there,  we  must  be  doing  very 
well  everywhere  else  to  have  an  off- 
set." United  just  breaks  even  on  short- 
haul  service.  And  it  must  take  de- 
livery of  two  DC- 10s  this  year  and 
12  more  in  1975.  Carlson  has  de- 
layed their  arrival  as  long  as  pos- 
sible, and  he  will  meet  with  United's 
board  in  October  on  whether  to  fi- 
nance the  $280-million  deal  or  lease 
the  planes  through  banks. 

Less  Debt  Lag 

Despite  this  prospective  big  buy. 
United  is  in  the  best  financial  shape 
it  has  seen  for  five  years.  Deprecia- 
tion in  1974  will  exceed  capital  out- 
lays for  aircraft  by  $49  million.  Carl- 
son recently  canceled  a  revolving  bank 
credit  of  $85  million. 

Casey's  trump  card  is  American's 
strong  financial  position.  Its  deprecia- 
tion flow  is  running  at  $10  million  per 
month  and  capital  outlays  are  way 
down  (the  new  727s  won't  be  de- 
livered until  1977).  Because  of  this 
huge  cash  How,  American  built  cash 
and  cut  debt  last  year  in  spite  of  its 
horrendous  loss.  If  it  does  no  better 
than  break  even  this  year,  it  should 
have  a  further  cash  buildup  this  year. 
"Heck,"  says  Casey,  "we  paid  off  an- 
other $70  million  in  long-term  debt 
in  the  first  quarter  of  1974  even 
though  we  lost  money." 

Cash  flow  or  no,  however,  ( 
will  be  in  trouble  if  the  looked-for 
summer  pickup  fizzles  out.  For  while 
United  has  been  stretching  its  lead. 
TWA,  where  overseas  bookings  foj 
the  surnmei  are  down,  is  growing 
more  hungry  for  domestic  business 
right  behind  American. 

Halfway  across  the  count i\  in  Chi- 
cago, United,  which  in  Mav 
racked  up  a  $6.9-million  profit  com 
pared  with  American's  12.]  million 
gain,  is  not  yet  ready  to  claim  final 
superiority.  "I  won't  sax  wen-  No. 
One  yet,"  sa\s  I'nited's  Carlson,  "but 
I'm  quite  satisfied  with  QUI  pro 
gress."  Analysts  estimate  that  United 
may  earn  more  than  $3.25  a  lhare  tins 
year  while  American  will  do  well  to 
break  even.  Casey  makes  no  promise! 
about  1974  for  American  but  he  doei 
say:  "If  love  and  devotion  will  do  it, 
American  will  turn  out  to  be  a  bun 
burner  in  1974."  ■ 
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Alaskan  Adventure 


Or,  how  a  38-year-old  ex-bush  pilot  pulled  a  company 
out  of  a  nose  dive  and  into  a  beautiful  climb. 


The  predecessor  company  of  Alaska 
International  Industries  went  broke 
four  years  back  because  the  Alaskan 
boom  went  bust.  But  now  Alaska  is 
humming  and  Alaska  International 
seems  like   a  goldplated  sure  thing. 

Alaska  International  is  a  transpor- 
tation company,  mostly  air  transporta- 
tion. It  leases  eight  commercial  Lock- 
heed Hercules  planes,  the  47,000- 
pound-carrying  "trucks  that  fly," 
which  are  to  the  oil  rush  what  mules 
were  to  the  gold  rush. 

Alaska  International  isn't  very  big 
yet,  but  it  is  getting  there  fast.  For 
all  of  last  year  its  revenues  were  $14 
million.  In  the  first  half  of  1974  it  al- 
ready has  grossed  $16  million  and 
seems  headed  for  $35  million  for  the 
full  year.  It  earned  $588,000,  34  cents 
a  share,  for  all  of  1973,  excluding  ex- 
traordinary items;  it  earned  41  cents 
in  the  first  quarter  of  1974.  For  the 
full  year  $2.10  is  possible. 

In  addition  to  its  aircraft,  AI  owns 
a  fleet  of  huge  trucks,  which  made 
some  750  trips  for  Alyeska,  the  con- 
sortium overseeing  pipeline  construc- 
tion, before  the  winter  ice  roads 
•thawed  last  spring.  The  trucks  will  be 
rolling  again  when  the  summer  roads 
are  ready.  Together  the  two  fleets  can 
move  cargo  to  its  ultimate  destina- 
tion anywhere  in  Alaska. 

There's  plenty  of  hauling  to  be 
done  in  Alaska  both  for  pipeline  con- 
struction and  for  the  other  explora- 
tion and  drilling  activities  that  have 
started  up  again.  "It's  a  matter  of 
how  much  business  they  can  handle, 
not  how  much  they  can  get,"  says 
Jeffrey  Atkin  of  Piper,  Jaffrey  and 
Hopwood,  a  Seattle  securities  firm. 

The  company  is  fairly  well  protect- 
ed, at  least  from  big  out-of-state  com- 
petitors, by  the  Alaska  Transportation 
Commission.  "The  Commission  de- 
cides who  will  operate  in  Alaska,  and 
it  doesn't  boy*'  to  outsiders,"  says  an 
Alaskan  businessman. 

Alaska  International  Industries  used 
to  call  itself  Alaska  International  Air, 
and  before  that  Interior  Airways.  It 
may  have  a  brilliant  future  but  it  has 
a  dismal  past.  It  made  its  debut  as  a 
public  company  as  a  result  of  bank- 
ruptcy four  years  ago  when  Alaska's 
last  boom  busted.  It  is  deep  in  debt 
-with  a  9-to-l  debt/ equity  ratio— 
and  its  creditors  have  a  lot  to  say 
about  what  it  can  and  can't  do. 

"It  was  a  pretty  gruesome  way  to 

go  public,"  admits  Neil  G.  Bergt,  the 

ar-old    bush    pilot    who's    been 


running  the  company  since  its  reor- 
ganization. "At  the  time  we  had 
over  40  aircraft  of  various  types,  and 
we  were  committed  to  making  lease 
payments  every  month.  We  were 
heavily  into  support  of  the  oil  activity. 

"When  the  Government  failed  to 
grant  permission  for  the  pipeline, 
things  came  to  a  screeching  halt." 

The  company  became  one  of  the 
first  Alaskan  companies  to  file  for  pro- 
tection under  Chapter  11  of  the  Bank- 
ruptcy Act.  Creditors,  including  Gen- 
eral Motors  and  First  National  Bank 
of  Chicago,  took  stock  along  with 
promissory  notes  in  setdement  of  mon- 
ey owed  them.  What  had  started  out 
27  years  ago  as  a  tiny  fixed-base  air- 
plane operator  in  Fairbanks  became 
a  public  company  as  creditors  began 
to  sell  their  shares. 

No  trading  really  took  place,  though, 
until  early  1973,  says  Bergt.  "That's 
when  a  few  people  began  to  think  we 
might  survive  and  that  the  stock  was 
worth  something."  It  initially  started 
trading  at  around  $3.50.  Today  there 
are  1.5  million  shares  outstanding 
and  they  sell  at  around  $11.  General 
Motors  bailed  out  when  it  reached 
$9.50,  but  First  National  Bank  of 
Chicago,  which  owns  one  of  the  com- 
pany's planes,  is  still  holding. 

If  the  step-up  in  oil  activity  made 
the  comeback  possible,  it  was  Bergt's 
strategy  that  put  the  company  in 
shape  to  handle  the  business.  First, 
he  streamlined  the  fleet.  He  got  rid 
of  everything  but  four  Hercules;  to 
keep  even  those  busy  while  the  oil 
business  was  still  waiting  for  a  go- 
ahead  signal,  he  went  outside  Alaska 
for  business.  The  company  isn't  cer- 
tificated to  work  the  States  but  it  can 
work  in  international  markets.  Bergt 


hustled  for  business  and  ended  up 
with  adventure-movie  type  jobs  like 
flying  cargo  into  Nigeria  for  the  Brit- 
ish government  after  the  Biafran  war, 
and  flying  relief  missions  to  Bangla- 
desh for  the  German  Red  Cross.  It  is 
currently  carrying  construction  equip- 
ment from  Muscat  to  Midway  for  the 
government  of  Oman,  and  since 
the  Rhodesian-Zambian  border  was 
closed,  has  helped  supply  Zambia. 

"We've  all  become  very  sophisti- 
cated," jokes  Bergt.  "When  we  flew 
our  first  international  operation,  our 
pilots  threatened  to  quit  if  they  didn't 
get  a  chance  to  go.  Now  they  threat- 
en to  quit  if  we  send  them." 

Alaska  First 

Now  that  the  Alaskan  economy  is 
moving  again,  Bergt  actually  has  more 
business  than  he  can  handle.  "The 
problem  this  year  is  lack  of  avail- 
ability-of-equipment  time  to  provide 
to  our  international  markets  because 
of  our  involvement  with  Alaska. 

"We're  committed  to  the  develop- 
ment of  the  Alaskan  economy.  Still 
we'd  be  reluctant  to  bring  all  our 
planes  home  because  we've  spent 
time  developing  these  markets." 

Since  January  Bergt  has  taken  de- 
livery of  four  more  Hercules,  doubling 
his  fleet.  How  about  adding  more 
aircraft?  Not  this  year,  says  Bergt. 
"One  of  management's  prime  goals  is 
to  see  that  the  company  doesn't  over- 
expand  again."  It's  also  undoubtedly 
one  of  the  creditors'. 

Another  of  Bergt's  goals  is  to  diver- 
sify within  Alaska.  That's  why  he  ac- 
quired the  trucking  business  late  last 
year  and  why  he  has  just  turned  AI 
into  a  holding  company.  "We're  not 
going  to  acquire  anything  else  right 
away,"  says  Bergt.  "We  have  enough 
to  handle.  But  we  will  be  considering 
acquisitions  in  the  future." 

That's  the  way  it  goes.  A  few  years 
ago  the  big  question  was:  Can  AI 
survive?  Now  the  question  is:  Can 
it  handle  all  that  prosperity?  ■ 


There's  no  reason  why  an  intrastate  airline  can't  own  more  than  y  ist  air- 
planes. Alaska  International  has47,000-pound-capacity  trucks  to  match  its 
airplanes.  Below,  an  AI  truck  delivers  cargo  to  an  AI  Hercules. 
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Even  Millionaires  Have  Money  Troubles 


Drugs  and  baseball  don't  mix,  as  Marion  Laboratories'  Ewing  Kauffman  is  finding  out. 


Ewing   Kauffman   had  it   made.   Or 
so  it  seemed  until  last  month. 

A  supersalesman,  Kauffman  in  the 
early  Fifties  set  up  Marion  Labora- 
tories in  Kansas  City.  Not  for  Kauff- 
man the  usual  drug  industry  formula 
of  heavy  spending  on  research,  in  the 
hope  of  finding  a  wonder  drug  whose 
huge  profit  margins  could  be  pro- 
tected by  patents. 

Kauffman  chose  a  much  simpler 
way  to  make  his  fortune.  Marion  Labs 
($63  million  in  sales  in  fiscal  1973) 
spends  nothing  on  original  research. 
Instead  it  spends  about  $1.8  million 
a  year  to  modestly  reformulate  and 
develop  products  like  Pavabid,  a 
vascular  relaxant,  Gaviscon,  an  ant- 
acid, or  Silvadene,  a  cure  for  burns, 
that  have  been  discovered  but  re- 
jected by  other  firms. 

While  his  competitors  are  gam- 
bling a  bundle  in   their  labs,   Kauff- 


man and  his  286  detailmen  are  out 
blitzing  the  marketplace. 

Explains  Kauffman  in  that  deep, 
gravelly  voice  of  the  born  salesman, 
"Lilly's  men  have  to  know  1,500  prod- 
ucts. Ours  have  to  know  seven  or 
eight.  We  specialize. 

"I  am  no  genius,"  says  Kauffman, 
getting  up  to  pour  himself  more  cof- 
fee, "but  I  am  smart  and  I  am  an 
excellent  salesman.  I  know  that  if  you 
call  on  more  doctors  than  the  next 
man,  then  you  are  going  to  have 
more  doctors  writing  prescriptions.  You 
have  to.  Mathematically  it  works." 

It  has  for  Marion— so  far.  A  decade 
ago  Marion  Labs  earned  $130,000 
or  two  cents  a  share  on  $2.7  million 
sales.  In  its  fiscal  year  ended  June 
30  Marion  probably  earned  $1.35  a 
share,  or  $12  million  on  sales  of  some 
$75  million,  for  a  36%  return  on  equi- 
ty—rich even  for  the  drug  industry. 


Marion  Labs  doesn't  pay  its  men 
more  than  other  firms,  but  Kauffman 
keeps  motivation  high  by  offering 
stock  options  to  every  employee  and 
by  running  an  unusual  profit-sharing 
plan.  Back  in  the  1950s  Kauffman 
had  the  plan  buy  Marion  stock. 

As  Marion's  stock  soared  so  did  the 
value  of  the  plan.  Four  employees  al- 
ready have  retired  with  $1  million 
apiece.  With  a  current  reserve  of  $3 
million  and  nobody  retiring  for  several 
years,  Marion  Labs  hasn't  had  to  pay 
a  penny  in  years  to  keep  the  plan 
funded.  The  Internal  Revenue  Service 
has  since  forced  Marion  to  stop  sell- 
ing any  more  of  its  stock  to  the  plan. 

Kauffman  still  owns  28%  of  the 
stock,  and  even  in  the  market  slump 
says  he's  worth  $70  million.  A  hard 
worker  all  his  life,  he's  begun  to  en- 
joy his  new  wealth.  First  it  was  rac- 
ing  and   breeding   horses.    But   those 


assacre! 


Long  after  most  of  the  glamour  stocks  were 
deglamourized,  the  institutional  investors  stayed  with 
Research-Cottrell— to  their  considerable  cost. 


Like  a  groggy  but  still  conscious 
prizefighter,  Research-Cottrell  was 
picking  itself  off  the  American  Stock 
Exchange  floor  last  month.  It  climbed 
back  to  9)s  after  selling  as  low  as  6Js 
one  disastrous  day  in  May,  the  17th, 
when  panicked  stockholders  dumped 
more  than  430,000  shares— one-tenth 
of  the  outstanding— and  smashed  the 
stock  down  60%  in  a  single  session. 

This  was  the  culmination  of  a  long 
decline  which  had  taken  the  stock 
from  over  60  to  below  seven  in  a  sin- 
gle year.  Rarely  had  Wall  Street  "re- 
search" looked  less  impressive  and  in- 
stitutional wisdom  less  apparent.  A 
pollution-control  company  based  in 
Bound  Brook,  N.J.,  Research-Cottrell 
had  survived  the  worst  shakeouts  of 
the  early  Seventies.  It  sold  in  the  40- 
times-earnings  range  well  into  1973.  It 
did  so  largely  because  the  institu- 
tions stuck  with  it  when  they  were 
abandoning  other  glamours.  As  late  as 
the  first  quarter  of  this  year,  institu- 
tions owned  63%  of  the  stock.  Pre- 
sumably, the  smart  boys  were  on  top 
of  the  stock.  It  wasn't  going  to  let 
them  down.  They  had  "researched"  it. 

Oh  yes?  What  about  that  earnings 


slippage  last  year,  from  $1.30  a  share 
to  $1.10?  Oh,  that.  Chairman  John  E. 
Schork  had  explained  all  that  in  the 
annual  report.  Nonrecurring  things.  A 
$1.8-million  cost  overrun  on  a  big 
electrostatic  precipitator  contract.  But 
the  future,  ah,  the  future!  Backlogs 
at  the  end  of  the  October  fiscal  year 
were  over  50%  higher  than  the  year 
before.  Schork's  message  to  stockhold- 
ers suggested  that  there  would  be  no 
more  such  major  mishaps. 

Apparently  the  institutions  were 
soothed.  At  the  start  of  1974,  the 
stock  was  at  35-40  times  earnings. 

The  blow  fell  on  May  16.  Schork 
announced  that  the  company  would 
have  a  loss  to  the  tune  of  $3  million 
—73  cents  a  share— for  the  second 
quarter  of  fiscal  1974.  The  institu- 
tions stampeded  to  sell.  Who  wanted 
to  be  caught  with  a  "disaster"  when 
the  mid-year  reports  came  out? 

How  could  so  many  smart  money 
managers  be  so  dumb?  Did  manage- 
ment mislead  them?  Apparently  not. 
"We  honestly  thought  at  year-end 
that  we  were  out  of  the  woods," 
Schork  told  Forbes  last  month.  "We 
thought   sales   were   going   to   be   up 


25%    and    earnings    more    than    that. 

"I'm  supposed  to  know  what's  go- 
ing on.  .  .  ." 

Schork  says  he  first  learned  that 
the  air-pollution-control  division  was 
in  difficulty  back  in  September.  What 
tipped  him  off  were  the  runaway  costs 
at  Virginia  Electric  Power's  Mt.  Storm 
generating  station.  Research-Cottrell 
hadn't  figured  on  unusually  bad 
weather— despite  the  name  of  the  lo- 
cation. Nor  figured  on  having  to  bus 
in  workers  from  miles  away. 

Dennis  Carlton-Jones,  Research- 
Cottrell's  vice  president  and  general 
manager,  was  quickly  transferred  from 
the  cooling  tower  division  to  take  over. 
Five  months  later  Carlton-Jones  and 
a  growing  staff  of  troubleshootei  s  had 
uncovered  an  additional  $6.5  million 
worth  of  "surprises." 

"It  was  a  series  of  little  problems 
in  a  lot  of  contracts,"  says  Schork. 
"The  largest  single  cost  in  that  $6.5 
million  was  $480,000." 

In  April,  Schork  made  an  apology 
to  the  air-pollution-control  division  in 
a  house  organ  called  The  Rappt  r, 
They  had  been  seriously  overworked, 
he  said.  He  spoke  of  the  "frustration 
of  a  president  in  recognizing  thai  he 
wasn't  observant  enougli  to  know  the 
company's  oldest  business  was  not  be 
ing  conducted  properly." 

John  Schork,  a  former  Marine  <  lorpa 
fighter  pilot,  makes  no  alibis.  His  can 
dor  is   commendable.    But   it    doesn't 
explain    how    these    problems    could 

arise     in     the     first     place    QOI     iiimik 
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Kauffman  of  Marion  Labs 

were  petty-cash  ventures  compared 
with  what  Kauffman  has  been  splurg- 
ing on  baseball  since  1969. 

There  was  the  $6  million  to  get  the 
American  League  franchise  plus  30 
players  to  form  the  Kansas  City 
Royals.  Then  $8  million  to  complete 
the  stadium  when  the  local  council 
ran  out  of  money.  But  what  a  stadium! 
Kauffman  installed  one  of  the  largest 
illuminated  scoreboards  in  the  coun- 
try and  a  fountain  the  length  of  a 
football  field  that  spurts  water  seven 
stories  high  for  a  homer.  "It's  the  big- 


gest privately  owned  fountain  in  the 
world.  Mrs.  'K'  loves  fountains,"  bub- 
bles Kauffman,  who  has  sunk  $20 
million  so  far  into  baseball. 

Rapping  his  desk  with  neatly  mani- 
cured fingers,  Kauffman  says,  "I  would 
be  strapped  for  cash  if  I  continued. 
I've  reached  the  limit  of  my  spend- 
ing." Last  month  Kauffman  axed  his 
general  manager  and  put  in  a  new  top 
man  at  the  Royals  with  orders  to 
break  even  next  year  or  else. 

Are  Kauffman  and  Marion  at  the 
end  of  the  long  winning  streak? 
Marion's  stock  has  been  languishing 
around  22,  down  from  35  this  year 
and  from  57  two  years  ago.  Keystone 
Funds,  a  big  institutional  backer,  re- 
cently dumped  250,000  shares. 

Boldly  Kauffman  predicts  Marion 
Labs  will  reach  $100  million  in  sales 
in  this  fiscal  year  and  $250  million 
in  1980.  But  among  Wall  Streeters, 
already  nervous  at  an  unexpected 
drop  in  Marion's  third-quarter  earn- 
ings, the  sales  blitzing  that  made 
Marion  such  a  success  in  the  1950s 
and  1960s  could  be  a  liability  in  the 
1970s.   For  example,   in  the   Senate, 


Sen.  Edward  Kennedy  (Dem.,  Mass.) 
is  pushing  a  bill  that  would  require 
all  drug  salesmen  to  pass  examinations 
and  to  be  registered  by  medical 
schools  or  state  authorities.  And  Ken- 
nedy also  wants  to  curb  two  wide- 
spread practices:  gift-giving  and  free 
sampling  by  salesmen  seeking  to  in- 
fluence doctors  and  pharmacists. 

The  Kennedy  bill  could  still  be  wa- 
tered down,  but  the  message  is  clear: 
The  days  of  hard  sell  in  the  drug 
industry  may  be  numbered. 

The  bulk  of  Marion's  pharmaceuti- 
cal sales  comes  from  only  six  products, 
most  of  which  aren't  new  and  have 
no  patent  protection.  In  recent  years 
Marion  has  bought  a  dozen  or  so 
small  firms  which  make  or  sell  health- 
related  products  such  as  spectacles 
and  industrial  safety  kits.  These  ac- 
quisitions now  produce  40%  of  sales, 
but  only  16%  of  earnings. 

In  his  office  Ewing  Kauffman  fin- 
gers his  K.C.  Royals  tie  which  neatly 
matches  his  china-doll  blue  eyes  and 
says,  "I've  always  wanted  to  be  a 
leader.  To  win."  But  a  man  can  push 
his  luck  too  far.  ■ 


that  they  won't  arise  again. 

Does  Research-Cottrell  have,  for  ex- 
ample, inadequate  controls?  "Most 
.  of  these  things  don't  show  up  in  the 
bookkeeping,"  says  Schork.  "A  guar- 
antee problem  doesn't  get  down  into 
accounting  because  the  field  manager 
and  his  technical  people  are  still  work- 
ing with  the  customer." 

Why  shouldn't  a  guarantee  problem 
be  reflected  in  accounting?  Schork 's 
answer  is:  "We  have  guarantee  prob- 
lems that  cost  anywhere  from  $2,000 
to  $1  million  to  fix.  So  accounting  asks 
the  manager,  'What  is  this  going  to 
cost?'  And,  in  good  faith,  he  may  say, 
'Well,  this  is  about  a  $10,000  fix.' 
Then  it  turns  out  its  $200,000." 

A  case  in  point  is  R-C's  $5.5-mil- 
lion  contract  for  four  electrostatic  pre- 
cipitators for  a  Detroit  Edison  power 
station.  The  job  was  sold  in  1967, 
and  expanded  in  1969,  but  it  still  isn't 
complete  because  of  guarantee  prob- 
lems. Despite  a  number  of  attempted 
fixes,  Schork  concedes  that  "even  to- 
day we  don't  know  what  the  magni- 
tude of  the  problem  is."  Yet  the  "prof- 
its" have  long  since  been  booked. 

Surely  the  field  manager  should 
have  spotted  such  problems  early? 

"That's  a  different  skill  in  engineer- 
ing than  the  field  man  has,"  says  Vice 
President  George  Ford.  "It  would 
have  been  a  very  unusual  thing  for 
him  to  have  done  at  that  point." 

Research-Cottrell  has  always  had  a 
reserve  for  "dogs."  Originally,  about 
4%  of  the  estimated  cost  of  a  job  was 
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set  aside  as  a  contingency  reserve  for 
unexpected  problems  relating  to  that 
job.  If  the  reserve  wasn't  used,  it  was 
taken  into  profit  once  the  job  was  ac- 
cepted by  the  customer. 

Schork  admits  that  this  practice 
had  the  effect  of  overstating  earnings 
in  prior  years.  Now  Research-Cottrell 
keeps  the  unused  4%  set-asides  on  its 
good  jobs  for  use  on  these  "real  dogs." 
But  this  will  certainly  reduce  profit- 
ability somewhat  in  the  future. 
"  "The  main  problem,"  Schork  says, 
"was  this  tremendous  growth  of  the 
electrostatic  precipitator  business. 
From  1969  to  1973  the  total  air-pollu- 
tion-control business  went  from  $100 
million  to  $400  million.  And  the  world 

Schork  of  Research-Cottrell 


was  changing  out  there.  It  used  to  be 
that  we  quoted  a  job  once  to  a  cus- 
tomer and  that  was  that.  After  1969, 
however,  you'd  end  up  quoting  a  job 
three  or  four  or  five  different  ways. 
A  customer  would  say,  'Okay,  suppose 
the  Environmental  Protection  Agency 
says  this.  What'll  we  do?"  Or,  'Suppose 
we  burn  this  type  of  fuel,  what  kind 
of  proposal  will  we  need?'  As  a  result 
there  was  just  not  enough  time  and 
effort  being  put  into  these  proposals." 

Once  again,  Schork  says,  the  future 
beckons.  The  order  book  is  full.  "In 
the  air-pollution-control  business  the 
backlog  is  $144  million,"  he  says. 
"Last  year  at  this  time  it  was  $67 
million.  Our  total  backlog  is  about 
$305  million,  as  against  $211  million. 

"And  we  have  not  sold  more  of 
those  problems  this  year,  I  can  tell 
you  that! 

"Looking  back  at  the  growth  the 
electrostatic  precipitator  business  was 
experiencing,  I  should  have  been  pay- 
ing more  attention  to  it  than  I  was. 
But  this  was  the  oldest  business  we 
were  in.  I  said  to  myself,  If  there  is 
one  business  I  don't  have  to  worry 
about,  it  is  this.'  Unfortunately,  this 
is  a  business  of  details.  And  details 
are  not  above  anybody— not  even  me." 

No  one  can  foresee  the  unforeseeable, 
but  there  is  a  very  good  lesson  in  this 
for  investors— "smart"  professionals  as 
well  as  the  little  fellow.  It  is  that  very 
few  companies  can.  be  worth  50  times 
earnings.  At  least  not  unless  you  can 
find  one  that  really  is  infallible.  ■ 
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Let  Us  Pray 


John  Templeton's  Templeton  Growth  Fund  starts  each 
directors  meeting  with  a  prayer.  The  directors  are  not 
praying  for  a  drop  in  the  prime  rate  nor  even  for  a  recov- 
ery in  the  Dow  Jones  industrials. 

"We  pray,"  says  the  61 -year-old  John  Templeton,  "for 
wisdom  and  clear  thinking.  You  try  to  turn  your  problems 
over  to  God,  and  this  helps  you  think  more  clearly.  We 
still  make  hundreds  of  mistakes,  but  we  don't  seem  to 
make  as  many  as  others." 

Credit  it  to  answered  prayers  or  to  psychology  or  to 
what  you  will,  but  the  approach  seems  to  bear  fruit.  Tem- 
pleton Growth  scored  one  of  the  most  impressive  showings 
of  the  400  funds  ranked  in  Forbes'  latest  Mutual  Fund 
Survey  (Aug.  15,  1973).  This  smallish  fund  (assets:  $18 
million)  scored  a  "B"  in  up  markets  and  an  "A-)-"  in 
down  markets. 

The  past  five  years  have  been  rough  ones  for  most  in- 
vestors. But  while  the  Dow  Jones  industrials  dropped  10% 
and  the  average  stock  dropped  even  more,  Templeton 
Growth  increased  its  net  asset  value  per  share  by  117%.  A 
purchase  of  $1,000  worth  of  the  fund  made  in  mid- 1969 
would  now  be  worth  close  to  $2,000,  even  after  deducting 
the  standard  load  charge. 

Templeton  Growth  is  extraordinary  in  many  ways  be- 
sides its  dedication  to  prayer.  It  is  run  from  a  porticoed 
private  mansion  at  Lyford  Cay  in  the  Bahamas.  Its  boss  is 
a  onetime  Rhodes  Scholar  who  is  in  semiretirement  and 
operates  the  fund  as  a  kind  of  sideline  to  handling  his  own 
investments. 

A  little  over  five  years  ago  John  Marks  Templeton  sold 
his  investment  counseling  firm,  Templeton,  Damroth  & 
Corp.,  to  the  Piedmont  Management  Co.  in  California. 
Templeton  wanted  to  get  away  from  the  business  of  run- 
ning a  business  and  spend  more  time  on  his  religious  and 
charitable  interests.  These  interests  include  the  Princeton 
Theological  Seminary  and  his  annual  $85,000  Templeton 
Award  to  the  person  selected  by  nine  judges  from  five 
religions  as  having  been  instrumental  in  widening  man's 
love  of  God.  (The  1974  winner  was  Brother  Roger,  of  the 
ecumenical  Taize  community  in  France. ) 

With  the  sale  of  the  Templeton  firm  went  seven  of  Tem- 
pleton's original  eight  mutual  funds.  The  eighth,  Temple- 
ton Growth,  nobody  wanted.  Because  it  was  headquar- 
tered outside  the  U.S.,  new  investors  would  have  had  to 
pay  a  stiff  interest  equalization  tax  along  with  their  pur- 
chases; this  made  the  fund  virtually  unsalable  in  the  U.S. 
So  John  Templeton  took  the  little  fund  with  him  when 
he  "retired." 

Templeton's  investment  philosophy  is  nothing  revolu- 
tionary: The  secret  of  his  success  is  the  consistency  with 
which  he  applies  it.  The  philosophy?  Buy  growth  com- 
panies but  buy  them  cheap;  diversify,  diversify  and  diver- 
sify again;  sell  a  stock  when  it  reaches  a  realistic  price— 
don't  hold  out  for  the  top  dollar.  Templeton  traces  his 
philosophy  directly  to  such  pioneers  as  Benjamin  Graham 
in  the  distinction  he  makes  between  a  stock's  inherent 
value  and  the  price  that  the  market  puts  on  it  at  any 
given  moment.  Templeton  readily  acknowledges  the  debt: 
"I  studied  under  Ben  Graham,  who  did  more  than  any 
man  I  know  of  to  make  security  analysis  a  science." 

Templeton  had  no  trouble  answering  that  most  difficult 
of  questions  for  an  investment  counselor:   "If  you're  so 


smart,  why  ain't  you  rich?" 
He  is.  "White  Columns,"  his 
mansion,  sits  high  above  the 
Caribbean  within  the  walls 
of  Lyford  Cay,  one  of  the 
plushest,  most  expensive  ar- 
eas in  all  the  Bahamas.  Tem- 
pleton, a  native  of  Winches- 
ter, Tenn.,  moved  to  the  Ba- 
hamas and  became  a  British 
subject  six  years  ago.  But  he 
still  gets  the  Wall  Street 
Journal  delivered  by  air  from 
Miami  by  10  o'clock  each 
morning.  His  Rolls  sits  dis- 
creetly in  the  background. 

Templeton,  let  us  hasten 
to  add,  is  not  disposing  of  a 
family  fortune:  He  made  it 
all  himself,  starting  from 
scratch.   He  worked  his  way 
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Templeton  of  Templeton 


through  Yale  (graduating  second  in  the  class  of  1934)  and 
studied  law  at  Oxford  on  a  Rhodes  scholarship. 

Templeton  was  attracted  to  the  investment  businen 
during  his  school  days,  and  started  as  a  research  trainee  in 
1937  with  Fenner  &  Beane,  in  the  days  before  it  merged 
into  Merrill  Lynch.  "When  I  went  into  Wall  Street  in 
1937,"  he  says,  "it  had  just  gone  through  its  greatest  de- 
pression. In  the  class  of  1929  at  Yale,  over  50%  of  the 
graduates  went  into  Wall  Street;  seven  years  later  less 
than  10%  did.  Well,  1937  was  the  year  to  go  in,  not  1929." 

Templeton  has  always  followed  certain  rules.  For  exam- 
ple: "The  people  who  have  gotten  rich  quickly  are  also  the 
ones  who  got  poor  quickly,"  he  says  serenely,  sipping  his 
soft  drink  from  a  silver  glass.  "Ninety-nine  percent  of  in- 
vestors shouldn't  try  to  get  rich  too  quickly;  it's  too  risky, 
Try  to  get  rich  slowly. 

"The  next  basic  principle  is  diversification.  If  you  arc 
going  to  do  your  own  investing,  don't  have  less  than  ten: 
stocks.  If  you  are  going  to  let  a  mutual  fund  do  it  for  yon, 
don't  have  less  than  two  or  three.  Pick  the  25  top-perform- 
ing funds  for  the  last  ten  yean  and  find  three  that  suit 
your  purposes.  Over  the  next  ten  years  that  would  pro- 
duce a  better  record  than  any  other  way  I  know." 

Templeton's  taste  for  bargains  was  first  really  whetted  i 
1939,  soon  after  war  had  broken  out  in  Europe.   He  de- 
cided that  if  the  moribund  companies  of  U.S.  industry  were 
ever  going  to  be  resuscitated,  it  would  be  under  war  eon 
ditions.  He  borrowed  $10,000  from  his  boss  and  he  placed 
an  order  for  $100  worth  of  every  stock  selling  at  oi  belovs 
$1  a  share  on  either  major  exchange. 

The  broker  who  executed  the  order  gave  Templeton  J^ 
bit  of  trouble.  He  didn't  buy  all  of  the  Stocks  that  qualified. 
Templeton  asked  him  why.  "These  companies  are  hank- 
rapt!"  the  broker  protested.  "I  said  buy  them  all,"  Temple- 
ton retorted.  The  broker  finally  complied.  All  told  Tem- 
pleton bought  104  companies,  including  34  in  bankruptcy. 
He  held  the  stocks  an  average  of  four  years.  When  he 
sold  them,  only  four  turned  out  to  he  worthless.  His 
$10,000  was  then  worth  between  $40,000  and  $50,000. 

The  four  years  on  average  that  he  kept  those  low  -prieed 
stocks  is  surprisingly  close  to  his  holding  period  evei  sinc< 
He  buys  a  stock  when  he  thinks  it  is  undervalued   and 
sells  it  when  he  can  find  another  stock  at  twice  its  value 
never  mind  how  much  higher  it  may  go.  "On  the  up  side. 
when  you  are  selling,  I  have  never  found  any  way  to  judge  ^ 
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how  high  enthusiasm  can  push  a  stock  when  it  has  gone 
above  what  it  is  really  worth.  The  ceiling  is  when  the 
public    stops    buying,    and    it    is    hard    to    judge    that." 

Templeton  has  no  use  for  the  one-decision-growth-stock 
school  of  investing.  He  says  that  any  novice  security  analyst 
can  spot  already  famous  growth  companies  like  IBM  or 
Xerox— "and  you  pay  a  handsome  price  to  get  them."  He 
goes  on:  "The  trick  is  to  find  companies  equally  sound, 
equally  rapidly  growing,  equally  steady,  but  selling  at  a 
quarter  or  less  of  the  price/ earnings  ratios."  To  achieve 
that  he  searches  the  world  rather  than  just  the  U.S. 

"For  example,"  he  says,  "after  owning  Sumitomo  Trust 
&  Banking  Co.,  one  of  the  dozen  largest  trust  companies 
in  Japan,  for  five  years,  I  have  sold  it.  When  I  found 
Sumitomo  it  was  selling  at  less  than  three  times  earn- 
ings. It  was  doubling  earnings  every  three  years.  It  had 
hidden  assets  in  many  cases  bigger  than  the  total  assets 
revealed." 

But  what  good  is  a  "bargain"  if  the  stock  market  never 
recognizes  it  as  such?  Templeton  was  ready  for  that  ques- 
tion: "Okay,  suppose  it  was  so  neglected  and  unknown 
that  it  continued  to  sell  at  three  times  earnings.  Over 
any  three  years,  earnings  would  double,  and  if  it  still 
sold  at  a  multiple  of  three,  the  market  price  would  dou- 
ble. Why  would  you  ever  want  to  sell  it?"  Templeton 
did  sell  when  the  stock  reached  a  price/ earnings  multiple 
of  16.  "Get  in,"  he  says,  "when  things  look  terribly  bad, 
get  out  when  they  look  wonderfully  good." 

Like  every  money  manager  and  serious  investor,  Tem- 
pleton has  thought  a  great  deal  about  the  threat  of  dou- 
ble-digit inflation,  and  has  sorted  out  his  attitudes  to- 
ward the  various  strategies  of  offsetting  it. 

•  Commodities?  "It's  wiser  not  to  go  into  a  situation 
where  the  big  money  knows  as  much  as  you  do." 

•  Venture  capital?  He  had  a  brief  romance  with  it 
once,  but  found  it  too  time  consuming  for  its  rewards. 

•  Bonds?  "If  you  buy  high-grade  bonds  now  you  get 
8.5%.  If  you  are  in  the  50%  bracket,  after  paying  taxes 
you  get  4%%  out  of  the  bond,  and  meanwhile  the  value 
of  your  dollar  is  disappearing  through  inflation  at  10%  a 
year.  So  you  lose  on  bond  holdings  at  a  rate  of  5%%  a  year." 

•  Beal  estate?  "Over  ten  to  20  years,  perhaps  only 
real  estate  could  come  close  to  giving  you  as  much  pos- 
sible inflation  protection  as  common  stock.  But  it  is  so 
highly  specialized  that  it  is  very  easy  to  buy  the  wrong 
pieces,  many  of  which  will  go  down  in  value. 

He  thus  favors  common  stocks— but  with  a  caveat:  "It 
is  not  necessarily  wise  to  own  common  stocks  unless  you 
are  reasonably  confident  earnings  are  going  to  go  up."  A 
lot  of  money  has  been  lost  by  investors  believing  that  past 
growth  meant  future  growth. 

What  looks  like  a  bargain  now  to  a  man  who  has  pur- 
sued them  in  good  times  and  bad  for  40  years? 

He  still  likes  certain  Japanese  stocks:  "Toyo  Seikan  Kai- 
sha  Ltd.  has  a  market  position  in  Japan  that  would  be 
the  equivalent  of  a  merged  American  Can  and  Conti- 
nental Can.  It  has  a  policy  of  hiding  earnings  in  reserves: 
True  earnings  are  double  reported  earnings.  We  think 
there  will  be  a  change  in  accounting  for  public  corpora- 
tions in  Japan  within  a  year  that  will  force  the  company 
to  report  true*earnings.  The  public  will  value  it  higher  then. 

"We  also  bought  Ito  Yakado,  the  second-largest  chain 
of  supermarkets  in  Japan.  The  one  major  area  in  which 
Japan  lags  behind  the  West  is  in  distribution:  A  company 
like  Ito  Yakado  that  buys  direct  from  the  manufacturer  and 
sells  direct  to  the  public  is  a  new  concept  in  Japan.  It  has 


about  the  same  future  ahead  of  it  as  perhaps  A&P  had 
in  1915  in  the  U.S.  We  were  willing  to  pay  18  times 
earnings  because  of  the  growth  rate,  the  attraction  of  this 
particular  industry  and  its  resistance  to  depression." 

Outside  Japan,  he  says,  "Boyal  Dutch  Petroleum  seems 
especially  cheap  to  me  now.  Because  its  problems  are  so 
obvious  and  so  long-standing,  the  price  now  is  only  four 
times  what  I  think  the  company  will  earn  this  year. 

"If  you  look  deeper,  reported  earnings  are  not  full  earn- 
ings: It  is  really  selling  for  less  than  2M  times  cash  flow. 
Then  look  at  its  assets,  and  you  find  that  if  it  liquidated, 
assuming  you  got  zero  for  what  it  has  in  the  Arab  coun- 
tries, you  could  still  liquidate  for  twice  what  the  stock  is 
selling  for.  At  this  low  price  it  is  yielding  over  9%  in 
dividends.  So  you  are  led  to  the  conclusion  that  you  are 
not  taking  much  of  a  chance.  You  are  buying  something 
selling  at  a  fraction  of  its  true  worth,  and  you  will  also 
benefit  from  earnings  growth." 

The  one  place  where  Templeton  confesses  to  missing 
out  completely  was  in  gold:  "I  haven't  made  a  dollar  out 
of  gold.  I  just  never  felt  the  odds  were  in  favor  of  buying 
gold  bullion  or  gold-mining  shares.  I  have  considered  them 
many  times  over  40  years,  but  each  time  other  things 
seemed  to  be  more  reliable  and  less  subject  to  political 
problems.  Until  two  years  ago  it  looked  like  I  was  always 
right,  but  I  should  have  reversed  my  opinion.  Now  they 
are  too  high  in  price  and  too  risky  for  me.  I  would  rather 
look  for  something  dirt  cheap." 

Even  in  retirement,  John  Templeton  puts  in  a  35-40  hour 
week,  and  he  reads  voraciously.  But  perhaps  the  most  in- 
teresting thing  about  the  man  is  this:  His  views  on  re- 
ligion and  his  views  on  investing  ari  remarkably  con- 
sistent. God  is  so  complex,  he  says,  that  no  one  religion 
can  ever  .express  more  than  1%  of  the  truth  about  Him. 
He  believes  that  his  own  (Presbyterian)  church  represents 
Truth,  but  far  from  all  of  Truth.  Templeton  says  that  if 
you  want  a  broader  view  of  God,  of  Truth,  you  must  look 
at  all  religions  and  listen  to  all  the  dedicated  men.  So,  too, 
with  investments.  Don't  just  look  at  one  stock  exchange,  he 
says,  and  don't  concentrate  just  on  what  happens  to  be 
popular  at  the  moment.  Know  what  is  going  on  all  over 
the  world  and  in  all  parts  of  the  market  and  seek  value 
wherever  you  can  find  it. 

In  religion,  he  would  say,  much  of  the  trouble  comes 
when  some  men  think  they  alone  possess  the  truth.  Ditto 
the  stock  market.  ■ 
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The  Money  Men 


The  End-Of-The-Month  Syndrome 


Los  Angeles  stockbroker  Gary  K.  Rasmussen,  34,  used 
to  sell  peanut  butter  for  Procter  &  Gamble.  Now  he 
sells  stocks  and  bonds  for  an  institutional  brokerage  house. 
Between  these  two  jobs  he  sold  securities  for  a  large 
national  retail  brokerage  firm.  At  his  insistence  both  firms 
shall  go  nameless.  Rasmussen  doesn't  want  them  to  get 
blamed  for  his  views.  Since  both  firms  are  highly  respected, 
and  since  Rasmussen  is  obviously  a  sincere  young  man,  we 
agreed  to  respect  his  request. 

Rasmussen  loves  the  securities 
business  but  is  angry  about  the  way 
it  has  treated  its  customers.  "There's 
an  inherent  conflict  of  interest,"  he 
says,  "between  a  stockbroker  and  his 
client.  The  broker  has  to  generate 
commissions  to  pay  his  rent.  At  the 
end  of  the  production  month,  as  pay- 
day rolls  around,  he  starts  calling 
clients  and  making  recommenda- 
tions—buy this,  sell  that— whether  or 
not  it's  in  the  client's  best  interest." 

The  problem,  says  Rasmussen,  "is 
that  the  broker  acts  in  a  fiduciary 
capacity— advising  clients  and  en- 
couraging them  to  rely  on  his  ad- 
vice—but he  makes  his  money  ex- 
ecuting orders." 

This  conflict,  of  course,  is  not  new. 
Many  former  brokers  get  out  of  the 
business  because  they  couldn't  live 
with  it.  Many  ex-stockholders  got  out 
of  the  market  for  the  same  reason. 
But  Rasmussen  is  trying  to  do  some- 
thing about  it. 

The  first  thing  he  did  was  ar- 
range his  own  business  so  that  "I 
could  five  within  the  commission 
game  and  still  look  at  myself  in 
the  mirror  in  the  morning."  He  ex- 
ecutes the  orders  for  two  good-size, 
and  several  small,  pension  funds 
with  enough  new  money  coming  in 
every  month  for  him  to  invest  and 
earn  a  living.  "That  way  I  can  pay 
the  rent  without  'churning  my  ac- 
counts,' "  he  says.  Stockbroker 

Second,  during  the  past  two  years,  

at  night  and  on  weekends,  he  has 

spent  well  over  1,000  hours  documenting  the  conflict.  He 
now  has  evidence  which,  he  says,  has  been  subjected  to 
rigorous  statistical  tests,  showing  that  brokers  do  in  fact 
make  buy  and  sell  recommendations  in  their  own  interest, 
not  necessarily  their  clients'. 

The  data  came  (with  permission)  from  the  files  of 
that  nameless  national  retail  brokerage  house  that  formerly 
employed  Rasmussen. 

The  voluminous  research  in  broker  transactions  is  going 
into  an  ambitious  thesis  for  his  MBA  degree  at  Los 
Angeles'  Pepperdine  University. 

Rasmussen's  research  shows  that  61%  of  a  randomly  se- 
lected sample  of  male  and  female  brokers  in  a  particular 
division  consistently  did  the  major  portion  of  their  business 
in  the  last  week  of  the  month. 

Why  should  this  be  the  case?  asks  Rasmussen.  The  end 


of  the  month  can't  always  be  the  best  time  to  buy  and 
sell  stocks.  It  is,  he  suggests,  because  "that's  when  bro- 
kers see  payday  coming  and  say,  'Gee,  five  days  left  to 
either  meet  my  draw— or  go  over,'  and  that's  when  they  get 
on  the  horn  to  clients." 

Churning  accounts  at  the  end  of  the  month  for  com- 
missions is  only  one  way  many  brokers  act  in  their  own 
interest  instead  of  the  client's,   according  to  Rasmussen, 
but  it  is  the  only  one  he  has  docu- 
mented. Others  he  knows  about  from 
experience  include: 

•  Pushing  securities  from  their 
own  inventories,  often  without  the 
client's  being  aware  this  is  the  case. 

•  Pushing  over-the-counter  secu- 
rities inventoried  by  the  firm  instead 
of  listed  securities  because  the  com- 
mission on  the  former  is  higher. 

•  Pushing  certain  blocks  of  shares 
on  which  management  is  giving  a 
higher  percentage  or  an  extra  bonus. 

•  Waiting  for  a  new  offering  on 
which  they  make  more  money,  when 
it  may  be  wiser  from  the  investor's 
standpoint  to  buy  existing  shares  in- 
stead of  the  new  offering. 

Rasmussen  says  he's  not  indicting 
all  brokers.  "A  lot  of  brokers  I  know 
are  concerned  about  the  conflict  of 
interest,"  he  says.  And  many  of 
those  who  are  left,  after  the  dismal 
markets  of  the  last  few  years,  are 
"people  who  were  able  to  sacrifice 
their  short-term  interests— today's 
dollar— for  long-term  business."  But 
as  soon  as  the  market  starts  up 
again,  he  fears,  greed  will  again  rear 
its  head  because  the  compensation 
system  invites  it. 

So  what's  the  answer?  "I  don't 
know  exactly  what  should  be  done. 
he  says.  "That  needs  to  be  debated. 
But  I  have  a  few  ideas.  The  broker 
could  be  paid  an  annual  salary,  per- 
haps with  a  bonus  if  the  company's 
Rasmussen  operations  were  profitable." 

Or  brokers  could  be  paid  for  their 

time  and  services  more  or  less  like 
lawyers  and  accountants.  "Different  investors  need  dil- 
ferent  services,"  he  points  out.  "Some  need  only  to  have 
their  orders  executed.  Others  need  research  information, 
custodial  services,  dividend  collection  and  reassurance. 
Investors  could  be  charged  according  to  the  amount  of 
time  and  service  they  require,"  he  says.  Another  possi- 
bility, he  continues,  is  that  brokers  could  be  paid  a  fee  for 
managing  an  account  and  this  fee  could  be  tied  to  the 
performance  they  achieve. 

Rasmussen  hopes  that  the  arrival  of  negotiated  com- 
mission rates  next  year  will  be  the  spark  that  changes 
the  way  brokers  get  paid. 

Such  reform,  he  feels,  is  in  the  best  interests  <>1  t In- 
securities industry.  "Investors  do  too.  Their  lack  of  partici- 
pation in  the  market  is  demanding  it,"  he  says.  And  who's 
to  say  he's  wrong?  ■ 
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When  it  comes  to 

"Wall  Street  insurance," 

nobody  knows 

the  way  around  as 

well  as  we  do. 


Around  financial  circles. 
Around  brokerage  firms 
Around  commercial  insurance 
in  all  its  complexities. 

Take  excess-SIPC  coverage, 
for  instance.  (Insurance  for  in- 
vestment firms  beyond  that  pro- 
vided by  The  Securities  Investor 
Protection  Corporation.)  When 
you  cometo  Marsh  &  McLennan 
to  consult  about  this  kind  of  pro- 
tection, you've  come  to  the  right 
place:  We  made  it  possible. 

And  we're  ready  and  waiting 
to  offer  you  all  the  benefits  of 
this  experience. 


Our  experts  will  study  such 
factors  as  your  business  record, 
profit  performance  and  financial 
base  with  an  eye  toward  putting 
together  an  insurance  and  ex- 
cess-SIPC package  that  fits  your 
requirements. 

The  fact  is,  nobody  else  has 
more  experience  in  this  area  be- 
cause nobody  else  handles  more 
financial  accounts  than  we  do. 


We  got  this  way  by  being 
very  thorough  and  very  com- 
petitive. Since  we  do  so  much 
business  with  insurance  under- 
writers, we  know  where  to  look 
for  the  best  possible  coverage  at 
the  most  reasonable  cost.  And 
once  a  policy  is  written,  that's 
not  the  end  of  it:  We  review  it 
regularly,  always  making  certain 
that  you're  getting  the  best  value 
in  terms  of  coverage  and  service. 
That's  how  we  do  things  at 
Marsh  &  McLennan.  We  figure 
what's  good  for  your  business  is 
good  for  our  business. 


MARSH  &M< 


The  Knowledge  Broker 


New  Life  For  Old  Warrants? 


Bur  in  L966,  an  LTV  warrant  ex- 
pired unexercised.  In  1970,  the  In- 
tern, il  Revenue  Service  claimed  that 
the  money  originally  received  for  the 
dead  warrant  was  regular  income  to 
LTV  .subject  to  tax.  Though  the  LTV 
warrant  had  an  original  value  of  only 
$380,000,  LTV  resisted-with  good 
reason.  If  its  other  warrants  expired 
unexercised,  LTV  would  have  taxable 
income  of  over  $100  million. 

This  was  bad  news  for  LTV  but 
good    news    for    warrant    speculators. 

A  warrant  is  simply  a  right  to  buy 
a  stock  at  a  specific  price  over  a  spe- 
cific period  of  time,  usually  five  years. 
These  long-term  call  options  are  most 
often  issued  when  the  stock  market 
is  booming  because  their  sex  appeal 
is  their  leverage:  Since  they  sell  far 
below  the  price  of  the  stock,  an  in- 
vestor can  get  far  greater  apprecia- 
tion with  the  warrant  if  the  stock 
moves  up  (the  converse  is  true,  too). 

Warrants  did  not  entirely  die  with 
the  bull  market.  In  1970  AT&T 
attached  over  31  million  warrants 
to  a  gargantuan  debenture  offering. 
Around  this  same  time,  the  real  estate 
investment  trusts  began  issuing  war- 
rants on  a  huge  scale. 

Why  did  REITs  issue  globs  of  war- 
rants when  they  were  aware  of  the 


LTV  case?  Because  underwriters 
thought  warrants  were  a  necessity  to 
make  the  numerous  underwritings 
successful.  Also,  "Nobody  ever  be- 
lieved things  could  get  as  bad  as  they 
did,"  says  Claus  W.  Hirsh,  one  of 
Wall  Street's  leading  REIT  analysts. 

Well,  things  did  get  bad,  especially 
for  the  REITs,  whose  stocks  have  vir- 
tually collapsed.  Under  ordinary  cir- 
cumstances, most  of  these  warrants 
would  have  been  useful  for  covering 
walls,  nothing  else.  But  the  LTV  tax 
ruling  changed  all  that.  "The  adverse 
consequences  are  too  great  to  let 
REIT  warrants  expire,"  says  Kenneth 
Campbell  of  Audit  Investment  Re- 
search, an  investment  advisory  firm. 
REITs  could  lose  their  special  tax- 
exemption.  Under  present  tax  law, 
90%  of  a  REIT's  gross  income  must 
come  from  qualifying,  i.e.,  real  estate, 
sources.  Warrant  '"income"  does  not 
qualify.  So  warrant  holders  are  get- 
ting a  new  lease,  if  not  on  life,  at 
least  on  hope— and  not  only  in  REITs. 

Fuqua  Industries  last  December  ex- 
tended the  life  of  its  warrants  for  five 
years.  This  April,  Continental  Tele- 
phone added  two  years  to  its  warrants. 

Extensions  are  not  the  only  way: 
IDS  Realty  and  Unionamerica  Mort- 
gage made  successful  tender  offers  for 


chunks  of  their  outstanding  warrants, 
returning  to  holders  part  of  the  origi- 
nal investment. 

Look  at  the  table  below.  Many  of 
those  warrants  near  expiration  would 
normally  be  worth  only  a  few  pennies. 
Now  they  are  worth  a  second  look- 
but   a   tough,   skeptical   second   look. 

First  of  all,  the  IRS  could  lose  its 
case,  though  most  observers  doubt 
that  it  will.  Second,  some  issues  are 
so  small  that  companies  don't  bother 
to  extend  them.  CI  Mortgage  didn't, 
nor  did  Bluebird,  Inc. 

Not  all  warrants  are  alike.  Thanks 
to  shrewd  packaging,  most  of  AT&T's 
31  million  warrants  pose  no  potential 
tax  liability.  If  Ma  Bell  does  extend, 
it  will  be  to  get  another  crack  at  a 
potential  $1.6  billion  in  equity  capital. 

There  may  be  legal  problems.  War- 
rants are  a  favorite  for  short  sellers 
and  hedgers,  and  they're  hopping 
mad  about  these  extensions.  Says 
Daniel  Turov,  analyst  and  account  ex- 
ecutive at  Thomson  &  McKinnon 
Auchincloss  Kohlmeyer:  "I  think  you 
might  see  some  lawsuits,  especially  if 
AT&T  extends  theirs." 

The  best  you  can  say  for  most  of 
the  warrants,  however,  is  that  they 
are  okay  for  a  crap  shoot  but  not  a 
very  big  one.  ■ 


Company 


New 

Expiration 

Date 


Original 

Expiration 

Date 


Shares 
Per  Warrant 


Per  Share 

Exercise 

Price 


Recent 
Stock 
Price 


Required 

Stock 

Appreciation* 


Recent 

Warrant 

Price 


Warrants 

Outstanding 

1 000) 


American  Fletcher  Mtg 
Capital  Mtg  Inv 
Citizens  Mtg  Inv 
Colwell  Mtg  Trust 
Continental  Telephone 


2/28/78t 
11/23/79 
1/10/77** 
12/15/77 
11/5/76 


1/31/75 
11/25/74 
12/10/74 
12/15/74 
11/5/74 


$25.00 
20.00 
15.00 
20.00 
22.38 


17V2 

9 'A 

8V2 

103A 

137/s 


43% 
116 
76 
86 
61 


1 
V/a 

IV2 
IVe 


488 
505 
696 
225 
1,250 


Cousins  Mtg  &  Equity 
First  Penn  Mtg 
Mortgage  Trust  Amer 
Republic  Mtg  Inv 
Sutro  Mtg  Inv 
Wells  Fargo  Mtg  Inv 


2/28/82tt 
7/23/77** 
11/7/77 
6/30/79 

6/1/82+t 

7/1/77 


2/28/77 
7/23/74 
11/6/74 
6/30/74 
6/1/77 
7/1/74 


24.63 
20.00 
19.00 
20.00 
20.00 
20.00 


93/s 
10V4 

71/s 

6V2 

7 
127/a 


163 
95 
167 
208 
186 
55 


iVa 

7/16 

7/16 

11/16 

9/16 

V* 


740 
1,563 
2,482 
1,089 

700 
3,473 


Affiliated  Capital 
Amer  Century  Mtg  Inv 
American  Tel  &  Tel 
Beneficial  Std  Mtg 
Fidelco  Growth  Inv 


3/26/75 
6/30/75 
5/15/75 
7/14/75 
9/1/75 


.153 


8.67 
23.00 
52.00 
20.00 
25.00 


2  5/8 
43A 

461A 

16V8 
15S/8 


230 

384 

12 

24 

60 


3/8 

3/8 

25/8 

13/e 
2V4 


525 
897 
31,316 
554 
220 


First  Denver  Mtg  Inv 
Flying  Tiger 
Iowa  Beef  Processors 
Northern  Natural  Gas-Mobil 
PNB  Mtg  &  Realty  Inv 


10/6/75 

12/31/75 

9/15/75 

8/1/75 

12/31/74** 


155 


20.00 

17.85 

21.65 

47.50* 

20.00 


141A 

14V8 

17 

43  V2* 

ioy8 


40 
26 
27 
9 
98 


Tennaco  A 

Tri-South  Mtg  Inv 

United  Telecommunications 

Uris  Buildings 

Del  E  Webb 


11/1/75 
12/2/74 
10/14/75 
5/1/75 
12/1/75 


0.5 
.122 


24.25 

20.00 

17.50 

5.89 

6.25 


21 V* 
163/a 
13Vb 

14V2 

33/a 


14 
22 
33 

85 


11/16 
6Vs 
4 

87/s 
7/16 


2V4 

7/b 

V/a 

18'/2 

s/e 


1,400 

1,064 

315 

795 

1,220 


5,984 
466 

1,499 

30 

562 


'    The  percentage  gain  necessary  for  the  stock  price  to  eq 
"   Extended  only  on   request   of   holder.  ft  Not   to  he 

has  the  right  to  extend  expiration. 

Sources:  The  Value  Line  Convertible  Survey;  Forbes. 


uol  the  per-share  e 
extended   if  stock 


xercise  price,    at  which   point 
advances  to  a    specified    level 


the    warrant   begins   to 
before    original    expii 


have    tangible  valu 
otlon.         t    Mobil 


e.         f   Extension 
OH    Common 


is  tentative. 


-o**mm 
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TENNECO'S  GROWTH  IN  THE'70's. 

Net  income 

up  45% 


JENNECO 


Tenneco's  net  income  (earnings  before 
preferred  and  preference  stock  dividends) 
rose  from  $1 58.3  million  in  1 970  to  $230.2 
million  in  1 973,  an  increase  of  $71 .9  million 
or  45%. 

Six  of  the  eight  major  operations  showed 
increases  in  net  income  in  1 972  and  1 973. 
And  all  eight  posted  revenue  increases  every 
year  since  1970. 

The  increases  in  net  income  mean  that 
the  company  is  building  a  stronger  financial 
base  to  take  advantage  of  opportunities  in 
the  years  ahead,  particularly  in  the  energy 
area  so  important  to  our  economy. 

Few  companies  are  as  involved  in  the 
energy  area  on  as  many  fronts  as  Tenneco. 
Activities  include  exploration  and  production 
of  natural  gas  and  oil,  construction  of  off- 
shore floating  nuclear  power  plarrts,  natural 
gas  pipelining,  building  of  supertankers 
and  LNG  carriers,  planned  importation  of 
liquefied  natural  gas,  and  current  research 
in  the  gasification  of  coal  and  naphtha. 

Professionals  are  referred  to  Tenneco's 
financial  analysts'  yearbook  for  further 
information. 

Tenneco  Inc.,  Houston,  Texas  77001 


TENNECO  CHEMICALS  O  TENNESSEE  GAS  TRANSMISSION  O  TENNECO  OIL  O  PACKAGING  CORP.  OF  AMERICA  O 
TENNECO  REALTY      O        J  I  CASE       O        WALKER  MANUFACTURING        O        NEWPORT  NEWS  SHIPBUILDING  O 


Happy  Ending? 


Thanks  to  David  Lewis,  Henry  Crown's  15-year,  love-hate 
affair  with  General  Dynamics  may  yet  have  a  happy  ending. 


Chicagoan  Henry  Crown's  15-year 
romance  with  General  Dynamics 
Corp.  (sales:  $1.6  billion)  hasn't  been 
a  happy  one.  Crown  first  became 
GD's  largest  stockholder  back  in  1959 
when  he  swapped  Material  Service 
Corp.,  his  family-owned  sand-and- 
gravel  outfit,  for  a  big  block  of  Gen- 
eral Dynamics  voting  preferred  stock. 
Crown  bought  in  just  in  time  to  see 
General  Dynamics  stagger  under  a 
$450-million  loss  on  its  Convair  com- 
mercial jet. 

GD's  board,  with  Crown's  approval, 
hired  a  new  top  executive,  Roger  S. 
Lewis,  a  Pan  American  executive  vice 
president,  and  gave  him  a  free  hand. 
Too  free  perhaps.  GD  returned  to  the 
black,  but  in  1965  Lewis  began  to 
edge  Crown  out  of  control.  He  did  so 
by  exercising  the  redemption  clause  in 
Crown's  preferred  shares:  Crown 
could  take  $104  million  in  cash  or 
close  to  $95  million  worth  of  GD 
common.  He  took  the  former,  netting 
a  nice  profit,  but  he  never  forgave 
Lewis  for  pushing  him  out.  He  had 
lost  a  round  but  not  the  fight. 

Crown,  in  partnership  with  grocery 
magnate  Nathan  Cummings  (Con- 
solidated Foods),  began  quietly  buy- 
ing blocks  of  General  Dynamics  com- 
mon in  1968.  By  May  1970  the  pair 
emerged  in  control,  with  18%  of  the 
common  shares  (now  up  to  19%). 

A  year  later,  Roger  Lewis  was  out 
of  a  job  (he  now  runs  Amtrak)  and 
Henry  Crown  again  had  a  sick  com- 
pany on  his  hands.  The  year  1969 
had  been  barely  profitable;  1970  was 
in  the  red.  Crown  found  himself  an- 
other Lewis,  David  S.  Lewis  (no  re- 
lation), president  of  McDonnell 
Douglas.  Lewis  the  second  became 
GD's  chairman   and   chief  executive. 


Under  David  Lewis,  GD's  earnings 
have  been  on  the  rise  for  three  years 
and  last  year  increased  over  50%,  to 
$40  million,  or  $3.84  per  share.  For 
this  year  Lewis  estimates  that  profits 
will  be  "much  better"  than  the  $4.20 
per  share  some  analysts  have  been 
predicting.  Last  year  Lewis  also  re- 
versed GD's  four-year  sales  nose  dive 
(from  nearly  $2.7  billion  to  $1.5  bil- 
lion), raising  sales  to  well  over  $1.6 
billion.  Within  two  years,  Lewis  says, 
they'll  "be  back  up  well  above  $2 
billion,"  which  augurs  well  for  even 
more  earnings  gains. 

Things  are  looking  up  in  the  de- 
fense business  now.  The  U.S.  defense 
budget  has  stopped  declining  and  mil- 
itary spending  abroad,  especially  in 
the  Middle  East,  is  rising.  "We're  see- 
ing a  lot  of  foreign  interest  in  mis- 
siles," says  Dave  Lewis,  whose  Po- 
mona division  makes  the  Standard, 
Sparrow  and  Redeye  missiles.  "The 
Russian  version  of  the  Redeye  proved 
very  effective  at  knocking  down  Is- 
raeli airplanes."  He  is  also  looking  for- 
ward to  large  foreign  sales  of  GD's 
new  lightweight  fighter. 

"No  More  Surprises" 

Lewis,  a  soft-spoken,  feet-on-the- 
ground,  56-year-old  South  Carolinian, 
already  had  a  big  reputation  before 
Henry  Crown  persuaded  him  to  put 
it  on  the  line  at  GD.  At  McDonnell 
Douglas  he  was  responsible  for  the 
huge  success  of  the  F-4  Phantom 
fighter  and  the  rescue  of  near-bank- 
rupt Douglas  Aircraft,  which  McDon- 
nell acquired  in  1968.  At  GD  he  has 
scored  another  triumph. 

Forbes  described  the  mess  he  in- 
herited in  a  cover  story  entitled  "Can 
David  Lewis  Pull  General   Dynamics 


Out  of  Its  Dive?"  (Oct.  15,  1971 
p.  26).  GD  then  had  four  profitable 
businesses:  military  planes,  subma- 
rines, telecommunications  gear  and  a 
materials  business  built  around 
Crown's  old  company.  But  more  than 
offsetting  them  were  four  big  losers:  a 
huge  shipyard  at  Quincy,  Mass.;  a 
commercial  aircraft  business  whose 
main  project  was  building  fuselages 
for  the  McDonnell  Douglas  DC- 10;  a 
data-processing  operation  that  in  two 
years  had  lost  almost  as  much  as  it 
had  taken  in  in  sales;  and  a  missile 
business  saddled  with  large  govern- 
ment contracts  that  were  hopeless 
money-losers.  The  company's  plants 
were  spread  from  Quincy  to  San 
Diego  and  from  Rochester  to  Fort 
Worth.  Roger  Lewis  was  trying  to  run 
them,  virtually  by  himself,  from  an 
isolated  headquarters  in  Manhattan. 
When  he  couldn't,  he  resorted  to  ac- 
counting gimmicks  to  cover  up:  slower 
depreciation  methods  and  faster  earn- 
ings accruals  on  long-run  contracts. 

One  of  David  Lewis'  first  moves  was 
to  adopt  more  conservative  accounting 
practices.  "This  company,"  says  Lewis 
firmly,  "doesn't  need  any  more  sud- 
den surprises." 

Dave  Lewis  did  a  couple  of  other 
smart  things  right  off  the  bat.  For 
one  thing,  he  got  some  help.  He 
brought  in  Hilliard  Paige,  the  former 
head  of  General  Electric's  aerospace 
division,  as  president.  (Paige  left  GD 
last  year  to  head  up  CML  Satellite 
Corp.)  And  Dave  Lewis  brought  in 
Gordon  E.  MacDonald,  the  former 
chief  financial  officer  at  Hughes  Air- 
craft, to  be  a  general  troubleshooter. 
Lewis  moved  GD's  headquarters  to  a 
more  central  location  in  St.  Louis,  so 
he  and  his  top  lieutenants  could  travel 
to  the  far-flung  divisions  more  often. 

Then  Lewis  &  Co.  tackled  the  prob- 
lems themselves.  Paige  took  up  resi- 
dence at  Quincy  for  many  months  to 
decide  whether  it  could  be  saved  or 
whether  it  should  be  shut  down.  A 
contract  for  three  big  liquefied  natu- 


To  Work  Or  Not  To  Work? 

The  Quincy,  Mass.  shipyard  was  one 
of  the  most  productive  during  World 
War  II,  the  place  where  an  inspector 
named  Kilroy  left  his  famous  mark, 
"Kilroy  Was  Here,"  on  countless  hulls 
and  bulkheads.  But  by  the  Sixties  it 
was  deep  in  the  red,  hobbled  by 
featherbedding  work  practices  and  a 
scarcity  of  orders.  Now  the  yard  has 
plenty  of  orders  and  GD  is  taking  a 
strike,  already  three  months  old,  to 
improve  the  work  practices. 

Says  Chairman  David  Lewis  of 
those  practices:  "Say  a  man  wants  to 
weld  a  little  clip  high  up  on  a  bulk- 


head behind  some  wire  bundles.  First 
he's  got  to  find  the  guy  with  the  lad- 
der; he's  not  allowed  to  touch  it.  Then 
he  needs  an  electrician  to  push  the 
wire  bundles  aside.  Then  somebody 
else  has  to  come  and  drill  a  hole  for 
the  clip,  and  another  man  cuts  it  out. 
Finally  the  man's  able  to  get  in  there 
and  do  his  welding.  Then  he  calls  the 
electrician  back,  and  the  ladder  man 
to  take  the  ladder  away  and  still  an- 
other man  to  come  in  and  sweep  up, 
It's  ridiculous,  and  at  a  yard  that'l 
been  a  money-loser  we're  going  to 
change  those  work  practices." 
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OUR  SPECIALIZED  INVESTMENT  HELD. 

THE  YELLOW  PAOES  IS  A  GOOD  INVESTMENT.'' 

Mrs.  Marilyn  Rockel,  Advertising  Manager,  Oppenheimer  Industries,  Inc.,  Kansas  City,  Missouri 

*  Mrs.  Rockel:  "We  want  to  reach 


a  certain  kind  of  market:  people  with 
incomes  that  give  them  a  need  for 
tax-sheltered  investments.  Wherever 
we  have  an  office-9  cities  so  far— 
we  have  Yellow  Pages  advertising." 

Mr.  Burke:  "You  see,  we're 
specialists  in  agricultural  oriented 
tax  shelters.  We  act  as  third-party 
w.th General sa,es Manager Arthurfefrke. jrJ  agents  and  managers  for  owners  of 
breeder  and  feeder  cattle,  and  for  investors  in  ranch  real  estate. 
The  tax  advantages  Marilyn  mentioned  came  about  because  the 
Government  recognized  a  need  for  venture  capital  in  agriculture. 
In  a  way,  it's  like  promoting  home  ownership  by  allowing  mort- 
gage interest  deductions'.' 

Mrs.  Rockel:  "Our  prospects  come  from  a  number  of 
sources:  referrals,  direct  mailings,  and  so  on.  But  we're 
expanding  and  we  want  to  broaden  our  market  base.  We  find  the 
Yellow  Pages  is  a  big  help  in 
giving  us  this  additional  exposure'.' 

3  OUT  OF  4  PROSPECTS  LET  THEIR  FINGERS  DO  THE  WALKING. 


Mrs  Rockel 


Facts  for  your  portfolio  on 


FERRO 


Ferro  sets  record 

sales  in  first  quarter 

of  1974. 

•  Consolidated  net  sales  for  the  first  quarter 
during  1974  were  $68.6  million ...  21.5%  higher 
than  1973. 

•  Net  income,  exclusive  of  exchange  gains,  was 
$3.7  million,  or  87  cents  per  share,  as  compared 
with  $3.6  million  or  85  cents  per  share 
during  1973. 

Three  Months 
CONSOLIDATED  RESULTS       Ended  March31(1) 
(Thousands  of  Dollars)  1974  1973 

•  Net  Sales $68,616        $56,476 

•  Net  Income  Exclusive  of 

Exchange  Gain 3,735  3,620 

•  Exchange  Gain —  400 

•  Net  Income $3,735  $4,020 

•  Earnings  per  share  based 
on  average  shares 
outstanding 

Excluded  Exchange 

Gain 87  .85 

Exchange  Gain —  .09 

Total 87  .94 

NOTE: 

(1)  Ferro  acquired  Cataphote  Corporation  for 
210,000  shares  of  authorized  but  unissued 
capital  stock  on  August  1,  1973.  The  transaction 
was  accounted  for  on  a  pooling  of  interests  basis 
and  has  been  reflected  in  the  above  figures  for 
all  periods  reported  upon. 

Ferro  produces  specialty  materials  for  the  plastics 
and  ceramic  industries  in  17  countries  throughout 
the  world. 

For  a  copy  of  our  1973  Annual  Report  and  latest 
financial  statement  write:  Dept  F-0701,  One 
Erieview  Plaza,  Cleveland,  Ohio  44114. 


® 


FERRO 

CORPORATION 


ral  gas  tankers  late  in  1972  helped 
make  up  their  minds.  Today  Quincy 
has  contracts  for  eight  LNG  tankers 
totaling  around  $750  million,  the  first 
of  which  GD  expects  to  "float  out" 
early  next  year.  A  strike  in  progress 
right  now  at  Quincy  over  featherbed- 
ding  work  rules  will  determine  just 
how   much   profit   the   tankers   yield. 

MacDonald,  for  his  part,  tackled 
the  production  problems  on  DC- 10 
fuselages  at  the  Convair  division  in  San 
Diego.  Today  GD  is  still  short  of  its 
break-even  point— it  has  delivered  183 
fuselages  and  has  orders  for  251  more 
—but  the  program  is  currently  operat- 
ing well  within  its  budget. 

Solving  the  other  two  problems  was 
a  question  of  time  as  well  as  tighten- 
ing up  management.  In  data  process- 
ing, GD's  DatagraphiX  division  had  a 
product,  a  computer  output-microfilm 
recorder,  that  was  several  years  ahead 
of  its  market.  That  market  is  now  de- 
veloping and  DatagraphiX,  with  a 
solid  position  in  it,  lifted  its  earnings 
42%  last  year.  At  the  missile  division  in 
Pomona,  Calif.,  GD  has  finally  re- 
placed its  old  money-losing  Standard 
Missile  contracts  with  orders  for  more 
than  1,000  additional  Standard  Mis- 
siles at  prices  Lewis  is  certain  will 
yield  healthy  profits. 

Lewis,  an  old  hand  at  dealing  with 
generals  and  politicians,  meantime  has 
kept  GD's  once  controversy-ridden 
F-lll  fighter-bomber  alive.  If  Con- 
gress does  not  approve  funds  for  the 
proposed  B-l  bomber,  the  F-lll  could 
enjoy  a  prosperous  second  life.  The 
F-lll  has  less  range  and  bomb  capac- 
ity, but  it  is  in  production  and  can 
do  the  same  job  at  huge  savings. 

In  its  consistently  profitable  sub- 
marine business,  the  Electric  Boat  di- 
vision at  Grot  on,  Conn.,  GD  caught 
some  flak  from  the  Navy  last  summer. 
"They  kept  telling  our  people  there 
that  we  were  getting  sloppy  in  han- 
dling nuclear  material,  but  we  didn't 
respond,  so  they  took  away  our  license 
to  handle  the  stuff,"  says  Lewis. 
Lewis  canceled  his  vacation  plans, 
flew  to  Groton,  and  within  a  short 
time  GD  won  back  its  license.  So  now 
Electric  Boat  is  moving  full-speed 
ahead  on  its  orders  for  18  SSN  688- 
Class  attack  subs,  priced  at  well  over 
$1  billion,  the  first  of  which  will  be 
launched  this  September. 

Meanwhile,  GD's  commercial  busi- 
nesses have  been  booming.  They  are; 
Stromberg-Carlson  (telecomniunn  a 
tions  equipment),  Material  Service, 
Marblehead  Lime,  the  Freeman  and 
United  Electric  coal  companies  and 
Asbestos  Corp.  Combined,  they  netted 
$27  million  last  year  on  revenues  ol 
$464  million,  or  nearly  5  cents  on  tin- 
sales  dollar.  On  about  one-third  <>l 
GD's     total      sales,     these      businesses 
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Leasing 

Industrial  National 
Corporation,  5  Years, 
14  Companies  and  a 
billion  dollars  later. 

We've  come  a  long  way  from 
being  an  $800-million  regional 
bank.  We've  complemented 
commercial  banking  with  an 
integrated  network  of  financial 
services.  And  we've  expanded 
nationally  and  internationally 
to  match  our  customers' 
needs.  Today  we  are  14 
companies  in  9  interrelated 
fields,  with  offices  in  18  states, 
Montreal  and  Toronto.  Our 
non-banking  activities 
contribute  over  1/3  of  our 
profits.  And  having  grown  by 
a  billion  dollars  in  the  last 
5  years,  our  goal  is  another 
billion  in  the  next  5,  because 
there's  still  plenty  of 
opportunity  to  grow.- 
If  you're  looking  for  a 
growing  financial  service 
company  that's  willing  to  go 
out  of  its  way  to  help  you 
grow,  get  in  touch  with  us. 
Call  George  P.  Clayson,  III, 
Senior  Vice  President,  at 
(401)  278-6268. 


Industrial 
National 
Corporation 

We've  got  a  way  of  growing 


Industrial  National  Bank, 

Providence,  R.I. 
Inleasing  Corporation, 

Providence,  R.I. 
Industrial  International  Leasing, 

Ltd.,  Toronto,  Ontario 
Ambassador  Factors  Corp., 

New  York,  N.Y. 
Mortgage  Associates,  Inc., 

Milwaukee,  Wis. 
Southern  Discount  Company, 

Atlanta,  Georgia 
Information  Sciences,  Inc., 

Providence,  R.I. 
Westminster  Properties,  Inc.. 

Providence,  R.I. 
International  Appraisal  Co., 

Fair  Lawn,  N.J. 
INB  Appraisal  Company  of  Canada, 

Ltd.,  Toronto,  Ontario 
Continental  Financial  Corp., 

Montreal,  Quebec 
Industrial  Capital  Corp., 

Providence,  R.I. 
Industrial  National  Mortgage  Co. 

Providence,  R.I. 
Westminster  Asset  Management  Co. 

Providence,  R.I. 


Fort  Howard 
-Super 


650 


Measure  your  cabinets 

and  find  out  how  many  more 

hand-dries  you  can  get  with 

Fort  Howard's  Super  Singlefold 

towel  service. 


The  more  hand-dries  you 
get  out  of  your  cabinet, 
the  more  efficient  your 
paper  service.  That's  what 
our  Super  Singlefold 
service  is  all  about— more 
hand-dries. 

More  hand-dries  mean  fewer 
cabinet  fillings. 

Most  standard  size  singlefold 

towel  cabinets  hold  about  450  towels.  Our 

Super  Singlefold  cabinet  holds  up  to  1300. 

So  you  can  have  more  hand  dries  with  fewer 
cabinet  fillings. 

More  hand-dries  mean  less  chance  of  run-out. 

The  Super  Singlefold  cabinet  holds  almost 
three  times  as  many  towels  as  most  standard 
cabinets.  So  you  can  service  more  than  twice 
as  many  people  with  each  cabinet  filling.  And 
still  have  towels  to  spare. 


You  have  fewer  run-outs.  And 
get  fewer  complaints. 

More  hand-dries  mean  main- 
tenance savings. 

(Replace  your  smaller  cabi- 
net with  our  big  cabinet 
service,  and  you'll  probably 
reduce  the  number  of 
cabinets  it  takes  to  offer  the 
same  towel  service. 
Fewer  cabinets  mean  less  cabinet  loading 
time.  And  that  can  help  you  cut  down  on 
maintenance  costs. 

Does  your  cabinet  service  measure  uj? 

To  find  out  how  your  cabinets  measure  up, 
write  us  on  your  letterhead.  One  of  our 
salesmen  will  be  over  to  show  you  how  many 
hand-dries  you're  getting  with  your  present 
service.  And  how  many  more  you  can  get  with 
Fort  Howard's  Super  Singlefold. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Next  time 

yotfre  watch  watching, 

think  of  Textnm. 


Why?  Because  the  band  that's  holding 
your  watch  is  likely  to  be  from  Textron's 
Speidel  Division.  Probably  Speidel's 
leading  design,  the  Twist-O-Flex® 
watchband. 

Think  about  it.  Textron  is  Sp;  idel 
watchbands.  And  Homelite  chain   aws. 
And  Bell  helicopters. 


And  the  one  thing  they  all  have  in 
common  is  the  uncommon  products 
they  are. 

Textnm 

A  COMPANY  TO  THINK  ABOUT. 


chipped  in  more  than  one-half  of  its 
total  profits. 

GD's  future,  while  iffy,  certainly 
looks  promising.  With  Lewis'  conser- 
vative accounting  approach,  GD  has 
not  booked  a  nickel  of  earnings  on  the 
$750  million  of  LNG  tankers  or  the 
$1  billion-plus  of  SSN  688  attack 
submarines  or  the  $1  billion  of  DC- 10 
fuselages.  All  three  are  within  a  year 
or  two  of  bearing  fruit— potentially 
very  lush  fruit.  If  they  don't  pay  off, 
there  won't  be  more  red  ink;  if  they 
do  pay  off,  there  could  be  a  good 
deal  of  black  ink.  The  possible  take- 
over by  the  Canadian  government  of 
GD's  tiny  Canadair  division,  which 
makes  an  assortment  of  military  air- 
craft, does  not  mar  those  prospects. 

Further  out,  GD  has  a  new  fighter 
plane  coming  along,  a  lightweight 
plane  called  the  YF-16,  which  is  being 
pitted  in  a  head-to-head  "fly-off" 
against  Northrop's  somewhat  larger, 
somewhat  costlier  YF-17  at  Edwards 
Air  Force  Base  in  California.  "We've 
got  price  going  for  us  and  also  a 
proven  engine,  since  our  airplane  uses 
the  same  engine  as  the  F-15,"  says 
Lewis.  "Northrop  is  going  to  have  to 
have  some  super  airplane  to  beat  us." 

GD  is  also  running  hard,  against 
Tenneco's  Newport  News  Shipbuild- 
ing division,  to  land  the  contract  for 
the  Navy's  gigantic  new  Trident  bal- 
listic missile  submarine. 

Which   Lewis? 

"Everyone  says  you  should  get  out 
of  the  government  business,"  says 
Lewis,  "but  if  you  do  it  properly,  it 
can  be  very  profitable.  I  think,  too, 
that  the  Government  has  learned  a 
lesson  about  destroying  companies  in 
order  to  get  a  good  contract."  That 
may  be  cold  comfort  to  Grumman 
and  Lockheed,  but  it  could  be  good 
news  for  winners  of  future  contracts. 
So  could  Russian  heavy-handedness 
in  the  Middle  East;  detente  and  dis- 
armament no  longer  look  as  attrac- 
tive  as   they   did   a   year   or   so   ago. 

As  for  Henry  Crown  and  Nate 
Cummings,  you  might  say  they  are 
/ia//-happy.  They  are  delighted  with 
the  company's  progress  ("We've 
solved  80%  «of  the  problems  we  in- 
herited," Crown  says),  but  less  than 
happy  about  the  price  of  its  stock; 
they  are  sitting  with  a  paper  loss  of 
about  $12  million  on  their  holdings, 
which  cost  them  an  average  of  31, 
vs.  the  recent  price  of  25.  But  then, 
who  is  happy  with  the  stock  market 
these  days?  Anyhow,  Henry  Crown, 
who  is  an  amiable  man  but  not  a 
forgiving  one,  gets  almost  as  much 
pleasure  these  days  out  of  Roger 
Lewis'  troubles  at  Amtrak  as  he  does 
out  of  David  Lewis'  triumphs  at 
General  Dynamics.  ■ 
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The  Man.  "I've  got  a  hell  of  a 
good  job,"  says  Chairman  David 
Lewis,  who  was  brought  in  by  Henry 
Crown  in  1970  to  save  General 
Dynamics.  Lewis  had  been 
president  at  McDonnell  Douglas, 
but  the  top  job  was  held  by 
Founder-Chairman  James  McDonnell. 
At  GD  Lewis  runs  the  show. 


The  Monster.  That's  what  Lewis 
calls  the  Quincy  shipyard,  which 
had  lost  over  $250  million  for  GD 
before  he  showed  up.  Lewis  has 
snared  orders  to  build  eight  LNG 
tankers  at  $95  million  apiece. 


Still  Flying.  Controversy  shrouded 
the  F-111  fighter-bomber  when  Lewis 
took  over,  but  it  was  profitable  and 
has  since  won  full  Air  Force  approval. 
Now,  will  it  stay  in  production  or 
will  the  new  B-1  bomber  end  it? 


Stable  Element.  "Nobody  hates  sub- 
marines," said  a  GD  executive  back 
in  the  peak  antiwar  period.  GD  was 
making  money  on  subs  when  Lewis 
came;  he  hopes  to  continue  doing  so 
by  winning  the  soon-to-be-announced 
contract  for  the  big  Trident  sub. 

Commercial  Base.  "Fortunately,  the 
businesses  I  knew  the  least  about 
were  in  good  shape  when  I  came 
here,"  says  Lewis— GD's  commercial 
lines  ranging,  for  example,  from 
Stromberg-Carlson's  telecommunica- 
tions equipment  and  Material  Ser- 
vice's sand  and  gravel  to  coal-mining 
*and  lime.  They  gave  Lewis  a  steady 
base  of  profits  while  he  dealt  with 
Quincy  and  GD's  other  money-losers. 


Heavyweight?  GD's  new  lightweight 
fighter,  the  YF-16,  will  fly  in 
competition  with  Northrop's  YF-17 
this  summer  for  some  big  marbles. 
At  stake  is  not  only  a  sizable 
contract  from  the  U.S.  Government, 
wnich  would  put  General  Dynamics 
firmly  back  into  big-time  fighter 
plane  production,  but  potential 
large  sales  to  foreign  air  forces 
now  flying  Northrop's  aging  F-104. 

The  Owners.  Breathing  easier,  but 
still  behind  on  the  market  price 
of  their  holdings,  are  GD's  two 
biggest  stockholders,  Henry  Crown 
and  Nathan  Cummings.  The  nicest 
thing  about  them,  says  Lewis,  is  that 
they  have  given  him  a  free  hand 
to  run  the  show  his  own  way. 


You'll  find  a  complete  and  thorough 
evaluation  in  the  "Eighth  Biennial  Study 
Conducted  Among  Financial  Analysts 
in  1973"  by  a  major  research  organiza- 
tion. We've  never  made  the  results  of 
this  continuing  research  public  before. 


For  the  highlights  of  this  research 
report,  the  pluses  and  the  negatives 
(yes,  there  were  a  few),  write  First 
Pennsylvania  Corporation  at  P.O.  Box 
13570G  Philadelphia,  Pa.  19101.  Or  call 
215-786-8700. 

First 

Pennsylvania 

Corporation 


Banking 
1974 


This  year's  drop  in  bank  stock  prices  seems  based  more  on  fear  than  on 
reason.  Still,  there  are  banks  and  there  are  banks. 


The  year  started  on  a  fairly  bright 
note  for  the  banking  fraternity.  Al- 
though down  a  bit  from  their  pre- 
vious peaks,  most  bank  stocks  were 
easily  outperforming  the  market.  The 
market  as  a  whole  was  selling  at  10 
times  earnings,  but  bank  holding 
company  stocks  were  at  12  and  many 
sold  from  13  to  24  times  earnings. 

The  prospect  was  for  interest  rates 
declining  somewhat  but  still  remain- 
ing high— just  what  the  doctor  ordered 
for  banks.  But  by  spring,  everything 
seemed  to  go  wrong  and  bank  stocks 
as  a  group  were  off  by  22%.  Interest 
rates  were  still  soaring.  And  there 
were  growing  worries  about  bank 
liquidity  and  capital  adequacy.  These 
worries  were  further  accentuated  by 
the  major  liquidity  mess  at  Franklin 
National,  which  needed  a  massive 
bail-out  by  the  Fed  to  keep  it  going. 

Have  the  banking  industry's  pros- 
pects turned  completely  sour?  It's  not 
likely.  Most  probably  investors  over- 
reacted psychologically  to  sky-high 
interest  rates  and  to  the  well-pub- 
licized troubles  of  an  extreme  case  like 
Franklin. 

"It  was  ridiculous,"  says  Donald  R. 
Grangaard,  president  of  $6-billion- 
asset  First  Bank  System,  of  the  days 
just  after  Franklin  hit  the  front  pages. 
"We  were  getting  calls  all  day— and 
so  were  the  other  big  Chicago,  De- 
troit and  Minneapolis  banks,  asking  if 
we  were  the  fnidwestern  bank  in  fi- 
nancial difficulty.  The  callers  should 
have  known  better,  but  that  was  the 
climate.  Unreasoned  fear." 

Harry  Keefe,  whose  investment 
firm,  Keefe,  Bruyette  &  Woods,  is  a 


leading  dealer  in  bank  stocks,  had  a 
similar  experience:  "We  were  getting 
calls  saying  they  had  heard  that  the 
Fed  would  have  to  pump  massive 
amounts  into  the  system,  and  should 
they  sell  their  bank  stocks.  The  sto- 
ries were  just  jittery  nerves,  and  I  told 
them,  'Hell,  don't  sell  now.' 

"Franklin  National?  That  was  a 
special  case.  It  was  an  undercapita- 
lized outfit  trying  to  act  like  a  big 
money-center  bank.  We  got  our  cus- 
tomers out  of  that  stock  about  seven 
years  ago." 

Slowdown  not  Collapse 

»  Keefe  and  Grangaard  are  certainly 
correct:  The  walls  of  Jericho  are  not 
about  to  come  tumbling  down.  Never- 
theless the  Franklin  case  is  sobering 
to  bankers  and  investors,  a  reminder 
that  the  banking  system's  rapid  ex- 
pansion can't  continue.  And  in  case 
bankers  didn't  get  the  message,  the 
Federal  Reserve  Board  has  driven  it 
home  (see  page  44). 

The  banking  industry,  like  every 
other,  was  squeezed  by  high  interest 
rates:  It  had  to  pay  higher  and  high- 
er prices  to  sell  certificates  of  depos- 
it and  commercial  paper,  and  to  buy 
federal  funds.  Some  banks  found 
themselves  in  a  bind.  They  were  lend- 
ing long  to  customers  but  buying 
their  money  increasingly  short.  So 
they  had  to  roll  over  their  money 
more  frequently,  unfortunately  at  fast- 
rising  rates.  For  Franklin  National 
the  bind  became  more  severe  than  it 
could  handle. 

Some  were  more  foresighted.  Mor- 
gan Guaranty  in  the  past  12  months 


produced  a  22%  increase  in  its  inter- 
est-free demand  deposits  (to  almost 
$6  billion).  That  played  no  small 
part  in  Morgan's  13%  gain  in  first- 
quarter  earnings.  Other  banks  scoring 
big  earnings  gains  in  the  first  quarter 
of  1974  were  Citibank,  Chemical  New 
York,  Manufacturers  Hanover,  Bank- 
America  Corp.  and  First  Chicago.  But 
for  many  other  banks,  big  earnings 
gains  were  harder  to  come  by,  par- 
ticularly those  banks  that  had  diver- 
sified heavily  into  mortgage  banking 
and  finance  companies. 

Moreover,  bankers  saw  that  some 
loans,  especially  in  real  estate,  were 
beginning  to  look  sticky,  and  so  in  the 
first  quarter  a  number  sharply  in- 
creased provisions  for  loan  losses  that 
might  become  actual  ones  during  the 
current  year.  Then,  too,  many  banks 
were  hurt  by  the  rise  in  interest  rates 
which  resulted  in  lower  prices  for 
their  extensive  inventories  of  federal 
and  municipal  bonds. 

Partly  as  a  result  of  all  this,  bank 
stocks,  like  the  market  in  general,  be- 
came increasingly  afflicted  by  two- 
tier-itis.  As  of  last  count,  out  of  the 
100  biggest  bank  holding  companies, 
80  sold  at  low-tier  price /earnings  ra- 
tios—five to  ten  times  earnings.  A 
small  top  tier  of  nine  sold  at  13  times 
earnings  or  above.  Is  the  top  tier 
really  worth  twice  as  much  per  dollar 
of  earnings  as  the  lower  tier?  In  many 
cases,  probably  not.  But  this  is  a 
stock  market  that  emphasizes  certain- 
ty, freedom  from  surprises.  As  bank 
specialist  Harry  Keefe  puts  it:  "Inves- 
tors worried  about  capital  adequacy 
and   quality  of  management,   and  so 
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they  moved  into  more  secure  things." 
Among  the  top-tier  "secure  things" 
were  stocks  like  Citibank,  J. P.  Mor- 
gan, Bank America,  First  Chicago  and 
First  International  Bankshares.  But 
even  these  gilt-edged  stocks  had  fall- 
i-n  considerably  by  mid-1974. 

So,  what  does  the  investor  make 
out  of  all  this?  The  Forbes  Yardsticks 
of  hank  holding  company  performance 
(see  below)  give  some  useful  guide- 
lines. Take,  for  example,  the  figure 
overhead  to  net  earnings  (16th  col- 
umn). While  individual  banks  don't 
have  much  control  over  the  cost  of 
money,  they  can  exert  considerable 
control  over  their  own  overhead  costs. 
Citicorp's  Chairman  Walter  Wriston 
points  out:  "If  you  don't  watch  over- 


head, it  can  cancel  a  considerable  por- 
tion of  what  you  gain  from  higher  in- 
terest income."  Citicorp  scores  well  in 
this  respect.  Citicorp's  ratio  of  over- 
head costs  to  net  profits  is  three-to- 
one;  its  archrival,  Chase  Manhattan, 
scored  3.4.  So  Chase's  higher  over- 
head comes  out  of  earnings.  Whole- 
sale banks  like  Morgan,  Mellon  Na- 
tional and  CleveTrust  fare  best  be- 
cause they  have  few  branches  and 
fewer  people  per  loan  transaction.  Less 
efficient  banks  may  have  ratios  as 
high  as  7-1  or  more;  this  means  that 
these  banks  bring  down  far  less  earn- 
ings to  net  income. 

Another  especially  significant  com- 
parison is  between  return  on  equity 
and    return    on    capital.    If    the    first 


greatly  exceeds  the  second,  it  suggests 
that  the  capital  structure  is  highly  lev- 
eraged with  debt;  the  corporation  may 
be  near  the  end  of  its  ability  to  ex- 
pand rapidly.  Says  Richard  S.  Ravens- 
croft,  president  of  $4-billion-assets 
Philadelphia  National  Corp.,  "Virtual- 
ly all  banks  have  increased  their  cap- 
ital leverage  over  the  last  five  years. 
We  have  about  30%  debt  as  a  percent- 
age of  total  capital.  We  feel  we  can 
go  up  to  40%.  So  we  still  have  a  cush- 
ion." The  danger  with  really  high  lev- 
els of  leverage,  says  Ravenscroft,  "is 
that  you  start  to  lose  your  ability  to 
issue  more  in  a  pinch.  You  have  to 
look  for  excess  capacity  in  the  deposit 
structure  and  the  capital  structure." 
He  feels  it  is  prudent  to  have  some 
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1972 
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1 

$49,405 

20.8 

$41,454 

$24,856 

$2,127 

$2,206 

BankAmerica  Corp 

California 

9.70/0 

15.1 

7.9% 

2 

44,019 

28.0 

34,942 

27,616 

2,080 

3,092 

Citicorp 

New  York 

17.4 

18.5 

8.2 

3 

36,791 

19.8 

29,913 

22,097 

1,848 

2,367 

Chase  Manhattan  Corp 

New  York 

14.9 

9.2 

6.6 

4 

20,375 

23.8 

15,367 

10,481 

1,361 

1,258 

J  P  Morgan  &  Co 

New  York 

19.1 

16.0 

7.5 

5 

19,850 

21.6 

17,210 

13,672 

895 

1,233 

Mfrs  Hanover  Corp 

New  York 

8.6 

27.4 

5.1 

6 

18,592 

20.5 

14,374 

10,485 

916 

1,155 

Chemical  New  York 

New  York 

2.1 

3.2 

3.0 

7 

18,515 

38.7 

14,706 

10,015 

715 

1,169 

Bankers  Trust  NY 

New  York 

9.6 

-1.5 

4.8 

8 

17,903 

17.7 

14,245 

10,376 

978 

1,167 

Western  Bancorp 

California 

2.7 

10.3 

5.1 

9 

16,870 

35.3 

12,598 

9,994 

777 

1,087 

Continental  Illinois 

Illinois 

16.0 

8.6 

6.1 

10 

15,558 

36.3 

12,042 

9,363 

946 

1,076 

First  Chicago  Corp 

Illinois 

12.9 

23.6 

5.8 

11 

13,479 

15.3 

11,404 

7,847 

551 

883 

Security  Pacific 

California 

3.7 

9.2 

4.7 

12 

13,044 

22.1 

10,897 

6,589 

672 

840 

Marine  Midland  Banks 

New  York 

-0.5 

7.7 

6.3 

13 

11,768 

30.7 

9,017 

7,014 

665 

774 

Wells  Fargo 

California 

6.0 

4.3 

4.4 

14 

9,768 

34.1 

8,014 

5,049 

463 

576 

Crocker  Natl  Corp 

California 

0.9 

-6.0 

5.8 

15 

9,739 

30.7 

8,232 

4,825 

481 

586 

Charter  New  York 

New  York 

2.5 

14.9 

1.4 

16 

9,600 

29.7 

7,282 

3,744 

556 

569 

Mellon  National  Corp 

Pennsylvania 

11.7 

45.1 

5.5 

17 

8,005 

26.9 

6,180 

4,048 

633 

609 

First  Natl  Boston 

Massachusetts 

10.4 

21.3 

6.2 

18 

6,712 

9.2 

5,423 

3,311 

460 

405 

Natl  Detroit  Corp 

Michigan 

4.7 

14.7 

7.8 

19 

6,517 

12.3 

5,193 

3,900 

512 

431 

Northwest  Bancorp 

Minnesota 

9.2 

6.3 

7.3 

20 

6,514 

17.7 

4,890 

3,661 

471 

421 

First  Bank  System 

Minnesota 

10.7 

2.6 

8.7 

21 

6,193 

25.2 

3,926 

3,851 

409 

461 

First  Penna  Corp 

Pennsylvania 

11.7 

9.1 

7.6 

22 

5,052 

45.0 

4,138 

2,282 

279 

298 

First  Intl  Bshs 

Texas 

20.0 

16.8 

11.5 

23 

5,007 

14.7 

3,722 

2,767 

256 

344 

Franklin  NY  Corp 

New  York 

-12.0 

0.4 

4.5 

24 

4,850 

12.4 

3,614 

2,702 

223 

292 

Union  Bancorp 

California 

NC 

1.1 

NC 

25 

4,215 

15.5 

2,969 

1,908 

213 

271 

Republic  of  Texas 

Texas 

11.0 

7.0 

5.4 

26 

4,112 

39.1 

2,951 

2,078 

295 

282 

NCNB 

North  Carolina 

16.0 

7.7 

14.7 

27 

4,030 

24.6 

2,866 

2,271 

282 

267 

Philadelphia  Natl 

Pennsylvania 

7.4 

6.1 

6.7 

28 

3,992 

4.8 

3,380 

2,044 

285 

269 

Bank  of  New  York 

New  York 

8.0 

12.7 

6.9  ' 

29 

3,969 

24.8 

2,920 

2,085 

195 

276 

Seafirst 

Washington 

7.6 

10.1 

7.3 

30 

3,931 

27.0 

2,839 

1,619 

232 

217 

First  City  Bancorp# 

Texas 

10.1 

8.2 
1.4 

6.4 

31 

3,915 

16.1 

2,718 

2,294 

468 

327 

Wachovia  Corp 

North  Carolina 

10.1 

8.4 

32 

3,782 

28.3 

2,972 

1,718 

268 

256 

Harris  Bankcorp 

Illinois 

11.5 

28.6 

6.9 

33 

3,465 

11.9 

2,872 

1,950 

319 

205 

CleveTrust  Corp 

Ohio 

7.0 

14.0 

7.0 

34 

3,433 

33.9 

2,766 

1,478 

203 

214 

Nortrust  Corp 

Illinois 

93 

8.0 

7.9 

35 

3,431 

17.9 

2,765 

1,807 

229 

242 

First  Wisconsin  Bshs 

Wisconsin 

5.1 

9.3 

6.4 

36 

3,353 

11.0 

2,742 

1,712 

209 

220 

Girard 

Pennsylvania 

2.9 

10.1 

6.4 

37 

3,089 

23.6 

1,989 

2,019 

220 

242 

Citizens  &  Southern 

Georgia 

18.9 

1.9 

11.7 

38 

3,081 

21.7 

2,393 

1,547 

211 

187 

BancOhio  Corp 

Ohio 

3.6 

-4.4 

6.1 

39 

3,056 

18.4 

2,398 

1,762 

150 

202 

BanCal  Tri  State 

California 

-4.0 

-5.4 

1.8 

40 

2,959 

11.3 

2,361 

1,809 

172 

193 

Valley  Natl  Bk  Ariz 

Arizona 

1.7 

-8.2 

10.3 

N.C.:  Not  comparable. 

historical  data  not  avail 

able  because  of 

mergers,  acquisitions,  and  divestitures 

#  This 

includes  Texas  Bank  &  Trusts  for  latest 

year. 
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elbowroom  against  the  possible  pinch. 
So  does  the  Federal  Reserve  Board. 

Another  important  measure  is  re- 
turn on  total  assets.  In  banking  it's  not 
only  how  well  you  use  your  capital 
but  also  how  well  you  use  all  of  the 
assets  you  have  to  work  with— loans, 
securities,  bricks  and  mortar,  every- 
thing. Highly  profitable  outfits  like 
Texas'  First  International  Bankshares, 
Minnesota's  First  Bank  System,  Bank 
of  New  York,  CleveTrust  and  others 
earn  about  1%  on  their  total  assets. 
The  less  efficient  may  earn  only  four 
tenths  of  1%. 

Don't  overlook  the  growth  in  book 
value.  It  may  be  a  worthwhile  check 
on  earnings  growth.  Why?  Because 
it  shows  the  cumulative  buildup  of 


capital  that  provides  a  bank  with  its 
base  for  expansion.  Thus,  the  figure  in 
column  12  (four- year  growth  in  com- 
pounded equity  per  share)  may  be 
as  important  as  that  in  column  ten 
( compounded  growth  in  earnings ) . 

Another  important  Yardstick  is  the 
premium  or  discount  of  market  price 
to  book  value.  The  differences  among 
banks  in  the  Yardsticks  is  sometimes 
startling.  The  market  is  willing  to  pay 
a  141%  premium  over  book  for  Citi- 
bank and  a  6%  discount  for  Chase 
Manhattan.  This  raises  some  interest- 
ing questions.  While  Citibank's 
growth-of-earnings  record  is  better 
both  for  four  years  and  one  year,  the 
growth  gap  in  equity  per  share  isn't 
as  large.  Citibank's  profitability  mea- 


sure is  better— but  that  much  better? 
Is  First  Chicago  worth  that  much 
more  than  Continental  Illinois,  based 
on  their  comparative  records?  In  a 
two-tier  market  such  anomalies  exist. 

Last  year  about  half  of  bank  stocks 
sold  at  or  above  book  value,  in  some 
cases  as  much  as  200%.  By  mid- 1973 
less  than  one-third  sold  over  book  val- 
ue, and  many  banks  yielded  more 
than  or  as  much  as  their  price/ earn- 
ings ratio. 

Among  the  low  P/E  bank  stocks 
and  those  selling  at  discounts  from  as- 
set value,  there  could  well  be  some 
bargains.  On  the  other  hand,  there 
could  also  be  some  banks  with  sizable 
securities  losses  looming  ahead  of 
them.  Caveat  emptor.  ■ 
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P/E 
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Yield 
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Assets 

Earnings 
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Price  Range 

Book  Value 

Months  E/P/S 

Ratio 

Dividend 

% 

14.8% 

13.40/c 

0.4O/ot 

2.9 

38y2 

503/4- 

30i/8 

71% 

$3.30 

12 

$1.32 

3.4 

14.7 

12.6 

0.6t 

3.0 

35% 

511/2- 

I6V2 

141 

2.21 

16 

0.80 

2.2 

12.9 

9.2 

0.5 

3.4 

39V2 

663/4- 

39 

-6 

5.20 

8 

2.20 

5.6 

15.3 

12.6 

0.8 

1.4 

593/4 

731/2- 

303/4 

129 

3.96 

15 

1.60 

2.7 

12.1 

11.2 

0.6 

2.9 

33% 

43%- 

281/2 

20 

3.71 

9 

1.72 

5.2 

10.2 

8.2 

0.4 

4.2 

36V2 

70%- 

35% 

-27 

5.13 

7 

2.88 

7.9 

11.9 

9.2 

0.4 

4.3 

443/4 

721/4- 

413/4 

-13 

6.03 

7 

3.00 

6.7 

.   11.9 

9.0 

0.5 

5.7 

19% 

40%- 

191/2 

-31 

3.34 

6 

1.40 

7.0 

13.4 

12.6 

0.6 

2.2 

441/4 

671/2- 

343/4 

15 

5.12 

9 

2.20 

5.0 

12.5 

10.6 

0.7 

1.9 

31% 

39%- 

14% 

79 

2.44 

13 

0.90 

2.8 

10.9 

10.9 

0.5f 

4.5 

17% 

421/2- 

173/g 

-35 

2.84 

6 

1.40 

7.8 

12.3 

8.2 

0.4 

5.0 

20 

40%- 

193/4 

-38 

3.87 

5 

1.80 

9.0 

10.6 

8.2 

0.4f 

4.9 

17% 

291/2- 

17i/2 

-11 

2.20 

8 

0.96 

5.4 

12.1 

8.0 

0.4 

5.5 

is% 

411/4- 

181/a 

-38 

2.82 

7 

1.66 

8.9 

9.5 

6.8 

0.4 

4.4 

221/2 

44%- 

22V4 

-38 

3.91 

6 

2.00 

8.9 

10.5 

10.4 

0.8 

1.7      . 

413/4 

6II/2- 

403/4 

-26 

6.88 

6 

2.60 

6.2 

12.1 

10.7 

0.7 

2.8 

331/2 

50    - 

303/4 

-7 

4.42 

8 

1.62 

4.8 

11.9 

9.9 

0.6 

2.5 

37 

581/4- 

361/s 

-39 

7.06 

5 

2.44 

6.6 

13.5 

11.5 

0.8f 

3.0 

453/8 

671/2- 

333/4 

48 

3.93 

12 

1.60 

3.5 

15.1 

14.1 

0.9 

2.2 

433/4 

691/4- 

291/2 

67 

3.63 

12 

1.40 

3.2 

17.4 

13.9 

0.8 

3.3 

293/8 

523/4- 

24% 

45 

3.29 

9 

1.39 

4.7 

16.5 

15.7 

0.9 

1.9 

403/4 

6O1/2- 

191/2 

124 

2.80 

15 

1.00 

2.5 

10.3 

7.0 

0.3 

6.5 

NA 

483/4. 

83/4 

— 

1.68 

— 

None 

— 

13.7 

10.2* 

0.6 

3.4 

93/4 

183/4- 

93/4 

-31 

1.79 

5 

0.84 

8.6 

14.7 

10.7 

0.6 

2.3 

29 

441/4- 

223/8 

73 

2.55 

11 

1.08 

3.7 

17.6 

10.7 

0.7 

3.1 

233/4 

42i/8- 

161/2 

122 

1.62 

15 

0.52 

2.2 

13.8 

11.6 

0.6f 

3.6 

26V8 

521/2- 

26i/8 

-25 

4.64 

6 

2.00 

7.7 

14.4 

11.0 

1.1 

3.6 

283/8 

52     - 

28 

-21 

5.04 

6 

2.20 

7.8 

14.0 

iio 

0.7 

3.6 

503/4 

683/4- 

341/2 

17 

5.92 

9 

2.00 

3.9 

13.5 

13.4 

0.7 

2.6 

271/2 

431/4- 

18% 

47 

2.52 

11 

0.90 

3.3 

13.7 

8.9 

0.9 

4.2 

2OV4 

45     - 

19 

12 

2.12 

10 

0.76 

3.8 

11.3 

9.5 

0.7 

3.0 

473/4 

65     - 

47i/4 

-23 

7.93 

6 

2.50 

5.2 

11.0 

11.0 

1.1 

1.6 

37 

49i/2- 

341/4 

-30 

5.85 

6 

2.12 

5.7 

11.9 

11.4 

0.6 

3.1 

36 

42    - 

311/4 

4 

3.93 

9 

1.34 

3.7 

11.9 

9.4 

0.6 

3.6 

22 

423/4- 

21% 

-41 

4.24 

5 

1.76 

8.0 

12.6 

9.2 

0.6 

3.6 

41 

62     - 

40V4 

-30 

7.12 

6 

3.24 

7.9 

15.4 

128 

0.9t 

3.8 

11% 

263/4- 

HV4 

42 

1.10 

10 

0.52 

4.5 

11.5 

11.4 

0.6f 

3.3 

18 

291/8- 

I71/2 

-30 

2.58 

7 

1.00 

5.6 

8.0 

5.0 

0.2f 

13.5 

173/4 

39     - 

17i/2 

-38 

1.65 

11 

1.34 

7.5 

13.6 

11.5 

0.6 

5.3 

14i/8 

36     - 

13% 

-3 

1.65 

9 

0.81 

5.7 

1973  Return  on  Equity  and 

Capital.          t  1973 

Return  on  Total 

Assets. 

N.A.:  Not  available; 

trading  suspended. 
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100  Largest  Bank  Holding  Companies 

e  Measures 

<™ 

r 

— 1973  Sfo 

i 

\ji  ur 

% 

Total 

4-Year 

Total 

Gain 

Total 

Total 

Total 

Operating 

4-Year 

%  Gain 

Compound* 

Assets 

over 

Deposits 

Loans 

Capital 

Income 

I 

Compounded 

1973  vs. 

Equity/  . 

Rank 

(Mil) 
$2,941 

1972 
161.5 

(Mil) 

$1,229 

(Mil) 
$2,143 

(Mil) 

(Mil) 

Company 

Headquarters 

E/P/S 

1972 

Per/Share 

41 

$625 

$229 

Walter  E  Heller  Intl 

Illinois 

NC 

NC 

NC 

42 

2,909 

10.4 

2,340 

1,693 

181 

181 

Detroitbank  Corp 

Michigan 

5.7% 

22.4 

7.9% 

43 

2,884 

8.5 

2,443 

2,005 

202 

209 

Michigan  National 

Michigan 

NC 

10.4 

NC 

44 

2,829 

36.2 

2,298 

1,384 

164 

163 

Texas  Commerce  Bshs 

Texas 

18.4 

18.8 

10.8 

45 

2,744 
2,741 

20.6 
12.3 

2,075 
2,354 

1,322 

190 

174 

Pittsburgh  National 

Pennsylvania 

6.4 

16.2 

7.3 

46 

1,679 

162 

165 

Mfrs  National  Corp 

Michigan 

8.9 

16.8 

8.6 

47 

2,726 

15.6 

2,064 

1,651 

190 

173 

US  Bancorp 

Oregon 

16.7 

16.1 

7.0 

48 

2,629 

15.4 

2,103 

1,626 

187 

201 

Fidelcor 

Pennsylvania 

14.1 

7.9 

6.7 

49 

2,556 

0.4 

2,164 

1,417 

199 

172 

Lincoln  First  Banks 

New  York 

-5.0 

-15.1 

4.2 

50 

2,497 

30.4 

1,996 

1,340 

238 

174 

Southeast  Banking 

Florida 

9.8 

24.4 

10.7 

51 

2,390 

19.1 

1,936 

1,224 

135 

157 

Marine  Bancorp 

Washington 

NC 

24.0 

NC 

52 

2,387 

9.5 

1,779 

1,263 

142 

157 

Shawmut  Association 

Massachusetts 

-2.0 

-12.9 

4.0 

53 

2,378 

6.9 

1,755 

923 

172 

133 

National  City  Corp 

Ohio 

11.6 

2.2 

8.4 

54 

2,269 

19.4 

1,739 

1,321 

181 

154 

United  Va  Bankshares 

Virginia 

3.3 

-5.7 

6.0 

55 

2,261 

16.5 

1,394 

1,008 

111 

190 

Equimark 

Pennsylvania 

2.3 

-8.9 

8.7 

56 

2,231 

28.5 

1,507 

1,085 

167 

122 

Mercantile  Bancorp 

Missouri 

NC 

0.6 

NC 

57 

2,182 

29.4 

1,436 

1,135 

102 

140 

Indiana  National 

Indiana 

9.3 

5.5 

6.0 

58 

2,168 

23.1 

1,469 

1,090 

133 

146 

Amer  Fletcher 

Indiana 

13.1 

11.0 

6.6 

59 

2,167 

21.2 

1,494 

1,271 

216 

164 

Cameron  Financial 

North  Carolina 

11.7 

-3.6 

9.3 

60 

2,101 

38.1 

1,476 

959 

153 

115 

First  Union  St  Louis 

Missouri 

2.2 

-4.2 

2.1 

61 

2,055 

30.0 

1,283 

1,175 

165 

159 

First  Natl  Atlanta 

Georgia 

8.4 

18.3 

3.7 

62 

2,025 

26.3 

1,717 

1,002 

158 

118 

First  National  State  NJ 

New  Jersey 

-8.2 

-17.8 

-2.0 

63 

2,021 

41.9 

1,713 

1,114 

167 

148 

Barnett  Banks  Fla 

Florida 

16.9 

19.5 

8.0 

64 

2,015 

5.0 

1,616 

1,214 

157 

133 

Centran  Corp 

Ohio 

3.4 

6.8 

3.3 

65 

1,969 

7.7 

1,697 

1,051 

156 

134 

Financial  General 

Washington  DC 

NC 

3.0 

NC 

66 

1,925 

22.8 

1,452 

1,300 

205 

151 

Industrial  National 

Rhode  Island 

14.5 

17.3 

9.4 

67 

1.922 

30.9 

1,449 

987 

151 

127 

First  Tennessee  Natl 

Tennessee 

11.3 

-6.3 

10.5 

68 

1,916 

31.8 

1,426 

1,229 

119 

126 

Virginia  National 

Virginia 

5.9 

10.4 

3.5 

69 

1.909 

-3.7 

1,382 

1,150 

126 

132 

First  Empire  State 

New  York 

-3.0 

-14.1 

3.2 

70 

1.878 

12.3 

1,516 

1,053 

124 

125 

CBT  Corp  Hartford 

Connecticut 

2.6 

9.4 

6.2 

71 

1,876 

12.0 

1,529 

1,007 

117 

115 

Hartford  Natl 

Connecticut 

-0.5 

2.3 

3.6 

72 

1,852 

16.7 

1,350 

1,154 

176 

169 

Provident  Natl  Corp 

Pennsylvania 

8.2 

6.5 

6.6 

73 

1,826 

13.7 

1,552 

875 

126 

106 

Southwest  Bancshares 

Texas 

7.6 

8.5 

6.4 

74 

1,816 

-16.9 

1.497 

1,287 

128 

145 

Security  Natl  Bk  LI 

New  York 

-7.0 

-34.3 

8.4 

75 

1.800 

6.6 

1,458 

1,114 

139 

122 

United  Jersey  Banks 

New  Jersey 

NC 

-31.3 

NC 

76 

1,782 

19.2 

1,348 

1,139 

130 

115 

Maryland  National 

Maryland 

13.7 

16.3 

10.7 

77 

1,757 

10.4 

1,545 

997 

136 

116 

Baystate 

Massachusetts 

NC 

14.9 

NC 

78 

1.753 

14.5 

1,313 

954 

160 

125 

State  Street  Boston 

Massachusetts 

2.5 

12.0 

4.6 

79 

1,718 

8.1 

1,447 

1,043 

127 

114 

Midlantic  Banks 

New  Jersey 

-0.5 

-1.3 

2.9 

80 

1,692 

30.7 

1,267 

1,044 

132 

118 

First  &  Merchants 

Virginia 

3.0 

17.0 

4.0 

81 

1.670 

10.0 

1,406 

986 

143 

117 

First  Scty  Salt  Lake 

Utah 

27.0 

9.2 

11.9 

82 

1,652 

11.6 

1,444 

1,056 

112 

107 

Society  Corp 

Ohio 

-1.0 

8.2 

2.6 

83 

1,634 

22.3 

1,408 

777 

112 

104 

United  First  Florida 

Florida 

NC 

22.9 

NC 

84 

1,625 

18.4 

1,230 

931 

120 

122 

Trust  Co  Georgia 

Georgia 

12.1 

22.8 

7.1 

85 

1,613 

23.9 

1,243 

875 

144 

106 

Union  Commerce  Corp 

Ohio 

NC 

-22.9 

NC 

86 

1,613 

25.8 

1,095 

1,134 

165 

133 

Bank  of  Virginia 

Virginia 

5.5 

17.1 

9.0 

87 

1,606 

28.7 

1,360 

807 

119 

106 

Sun  Banks  of  Florida 

Florida 

10.8 

-2.0 

12.6 

88 

1,449 

10.2 

1,210 

628 

153 

84 

Florida  Natl  Banks 

Florida 

NC 

24.8 

NC 

89 

1,418 

-8.3 

1,222 

730 

127 

85 

First  Commercial  Bnk 

New  York 

NC 

-1.7 

NC 

90 

1,406 

-0.8 

1,210 

647 

120 

83 

United  Bank  Corp  NY 

New  York 

NC 

7.8 

NC 

91 

1,399 

18.3 

1,195 

706 

103 

84 

Riggs  National  Bank 

Washington  DC 

10.2 

17.4 

9.1 

92 

1,391 

12.4 

1,114 

761 

92 

90 

Huntington  Bshs 

Ohio 

1.2 

13.4 

3.6 

93 

1,391 

28.9 

1,176 

696 

103 

84 

Alabama  Bancorp 

Alabama 

NC 

12.3 

NC 

94 

1,390 

4.2 

1,121 

790 

122 

93 

Commerce  Bancshares 

Missouri 

6.7 

0.3 

2.1 

95 

1,377 

42.5 

1,099 

764 

106 

90 

Atlantic  Bancorp 

Florida 

8.4 

9.4 

5.8 

96 

1,355 

36.3 

1,041 

747 

82 

93 

First  Natl  Bancorp 

Colorado 

6.3 

8.5 

2.8 

97 

1,335 

0.4 

1,055 

718 

72 

97 

New  England  Merchnts 

Massachusetts 

3.3 

3.1 

5.2 

98 

1,331 

10.9 

1,119 

791 

110 

94 

First  Banc  Group 

Ohio 

13.9 

19.6 

12.1 

99 

1,325 

6.5 

1,034 

744 

79 

87 

Union  Planters  Corp 

Tennessee 

-12.0 

-59.6 

5.5 

100 

1,297 

29.3 

1,033 

778 

110 

88 

First  Amtenn  Corp 

Tennessee 
verage 

7.3 
7.2 

1.0 
6.9 

9.6 

Total  548,713 

433,107 

306,140 

32,268 

35,033 

A 

6.6 

NC  Not  comparable;  historical  data  not  available 

because  of  mergers,  acquisitions,  and  divestitures. 

■ 

.-' 
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A  Statistical  Profile 


-riuiiujuiuiy  oi  t/usi  mcasuics 

1973 

1973 

OIULR  Udld 

> 

3-Year 

3-Year 

Return  on 

Overhead 

Premium 

Return  on 

Return  on 

Average 

to  Net 

Recent 

1971-1974 

Over 

Latest  12 

P/E 

Indicated 

Yield 

Equity 

Capital 

Assets 

Earnings 

Price 

Price  Range 

Book  Value 

Months  E/P/S 

Ratio 

Dividend 

% 

NC 

NC 

0.9t% 

2.3 

27% 

45 

223/4 

80 

$2.33 

12 

$0.84 

3.0 

12.7% 

12.7% 

0.8f 

2.1 

36 

50     - 

35% 

-35 

7.07 

5 

2.52 

7.0 

19.3* 

12.1* 

0.8f 

2.9 

25% 

55     - 

25% 

-25 

5.63 

5 

1.00 

3.9 

14.5 

15.0 

0.9 

1.9 

40 

51     - 

123/4 

142 

2.39 

17 

0.80 

2.0 

12.5 

12.4 

1.0 

2.6 

25 

40     - 

25 

-21 

4.06 

6 

1.56 

6.2 

13.9 

10.2 

0.7 

3.2 

253/4 

38%- 

24% 

-38 

5.53 

5 

1.80 

7.0 

14.3 

12.8 

0.8 

3.4 

23% 

30%- 

14% 

34 

2.61 

9 

1.00 

4.3 

16.0 

11.9 

0.8f 

3.2 

31 

49%- 

31 

9 

4.46 

7 

2.20 

7.1 

12.2 

7.9 

0.5 

5.5 

19 

44%- 

18% 

-41 

2.99 

6 

1.88 

9.9 

16.0 

11.9 

0.8f 

3.3 

24% 

38%- 

23% 

65 

2.30 

11 

0.80 

3.2 

11.0* 

10.6* 

0.5f 

4.7 

21 

28%- 

17% 

-33 

3.37 

6 

0.88 

4.2 

9.8 

9.0 

0.5 

6.1 

32% 

58%- 

29 

-50 

5.35 

6 

3.00 

9.3 

15.1 

15.1 

1.2 

1.3 

22V4 

353/8. 

19% 

-9 

3.39 

7 

1.50 

6.7 

14.0 

10.2 

0.6t 

4.7 

20% 

47%- 

17% 

-6 

2.67 

8 

1.12 

5.5 

16.4 

10.2 

0.4f 

5.4 

11% 

253/4- 

11% 

-31 

2.36 

5 

0.80 

7.0 

13.0* 

11.8* 

1.0 

1.9 

26 

39%-  24% 

-1 

3.45 

8 

2.20 

8.5 

12.4 

12.6 

0.6f 

3.6 

18% 

31%-  17% 

-11 

2.42 

8 

0.96 

5.3 

14.5 

11.2 

0.6f 

3.7 

2P/4 

36     -  20% 

8 

2.92 

7 

1.16 

5.3 

15.9 

10.8 

0.6f 

5.4 

11% 

42     -  11% 

-29 

2.15 

5 

0.92 

7.9 

11.0 

11.3 

0.9 

2.7 

34% 

56%-  32% 

-25 

4.98 

7 

2.60 

7.5 

11.4 

7.5 

0.6 

5.0 

233/4 

41    - 

17% 

5 

3.15 

8 

1.16 

4.9 

11.6 

9.6 

0.6f 

3.7 

22% 

44%- 

22% 

-21 

3.05 

7 

2.00 

8.9 

15.0 

13.1 

1.0 

3.6 

31% 

60%- 

22% 

87 

2.49 

13 

0.64 

2.0 

11.3 

8.9 

0.8 

3.5 

19% 

36%- 

19% 

-33 

3.41 

6 

1.70 

8.7 

12.3 

7.0 

0.5t 

6.1 

63/4 

16%- 

6% 

-55 

1.63 

4 

0.36 

5.3 

15.7 

11.0 

0.9f 

2.6 

18% 

45     - 

173/4 

-17 

3.27 

6 

1.20 

6.6 

13.2 

11.8 

0.7 

3.9 

12 

28    - 

11% 

1 

1.35 

9 

0.44 

3.7 

14.3 

10.8 

0.7 

4.2 

21 

33     - 

183/4 

15 

2.77 

8 

1.20 

5.7 

10.6 

7.6 

0.4 

5.6 

15% 

28%- 

14% 

-41 

2.42 

6 

1.50 

9.8 

12.5 

10.8 

0.6 

4.8 

36% 

59     - 

36% 

-26 

5.99 

6 

2.60 

7.2 

.  10.2* 

7.6* 

0.5 

5.2 

183/8 

36%- 

18 

-41 

3.20 

6 

1.80 

9.8 

14.1* 

10.1* 

1.0 

5.2 

20% 

38%- 

20 

-31 

3.87 

5 

1.78 

8.7 

12.3* 

11.7* 

0.9 

2.4 

16% 

33     - 

16% 

-17 

2.37 

7 

0.96 

5.9 

7.6* 

7.3* 

0.5 

5.0 

9% 

41%- 

9% 

-60 

1.77 

6 

1.00 

10.1 

10.7* 

6.1* 

0.5f 

5.2 

11 

30%- 

10% 

-27 

1.43 

8 

1.04 

9.5 

15.9* 

14.2* 

1.0 

2.8 

25 

34%- 

24% 

54 

2.52 

10 

0.68 

2.7 

13.0* 

11.0* 

0.8f 

4.0 

243/4 

45%- 

20% 

-35 

4.68 

5 

1.92 

7.8 

11.9* 

8.6* 

0.6t 

5.4 

27% 

56%- 

27 

-42 

5.73 

5 

2.40 

8.7 

14.4* 

11.2 

0.8 

3.3 

22% 

48%- 

20% 

-32 

4.49 

5 

2.00 

9.0 

14.1* 

9.8* 

0.8 

3.8 

273/4 

46     - 

25% 

7 

3.39 

8 

1.46 

5.3 

17.5* 

13.2* 

lit 

2.2 

303/4 

45%- 

19% 

48 

3.55 

9 

1.18 

3.8 

9.3* 

6.9* 

0:5f 

5.4 

22% 

38    - 

22% 

48 

3.95 

6 

1.28 

5.7 

16.6 

14.2* 

0.9 

3.0 

19 

34%- 

19 

39 

2.13 

9 

0.62 

3.3 

15.1* 

13.2* 

0.8f 

3.9 

39 
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The  Fed's  Latest  Weapon:  Leavittation 


When  a  banker  says  he  has  been  "Leavittated,"  he  doesn't  mean  he's  walking  on 
air.  Quite  the  contrary,  he  has  just  gotten  a  disturbing  telephone  call 
in  the  Federal  Reserve's  new  tightening-up  process. 


A  couple  of  banking  moguls  are  talk- 
ing about  a  juicy  acquisition  that  one 
of  them  hopes  to  make.  "Have  you 
had  your  Leavitt  call  yet  on  this?"  asks 
one.  "Not  yet,"  replies  his  friend,  ner- 
vousness in  his  voice. 

"Leavitt"  is  Brenton  Leavitt,  58,  a 
slender,  balding  six-footer  from  Wy- 
oming, an  able,  dedicated  civil  servant 
who  runs  the  Federal  Reserve  Board's 
Banking  Structure  section.  Bank  mo- 
guls have  been  known  to  tremble  when 
the  telephone  rings  and  Leavitt's  pre- 
cise, low-key  voice  comes  on. 

What's  so  intimidating  about  Lea- 
vitt? His  particular  responsibility  is 
bank  capitalization.  It  is  his  job  to 
see  to  it  that  banks,  in  their  expan- 
sionist zeal,  do  not  stretch  their  equity 
capital  too  thin.  Belatedly,  in  the  view 
of  its  critics,  the  Fed  happens  to  feel 
that  a  great  many  banks,  perhaps  the 
banking  system  as  a  whole,  has  grown 
too  fast.  That's  why  bankers  dread 
Leavitt's  telephone  calls.  He  gives 
them  a  choice— politely,  of  course- 
either  of  dropping  a  juicy  deal  or  sell- 
ing additional  common  shares. 

If  the  choice  is  to  raise  additional 
capital  in  the  current  rough  market, 
the  act  is  known  as  "Leavittation." 

It  was  Leavitt  who  blew  the  whistle 
on  Franklin  National's  acquisition  of 
Talcott  Finance  Co.,  and  it  was  this 
turndown  which  alerted  banks  that 
Franklin  was  in  trouble. 

Franklin  is  not  a  Federal  Reserve 
member.  It  is  a  national  bank,  sub- 
ject under  the  U.S.'  "dual  banking 
system"  to  the  Comptroller  of  the  Cur- 
rency. But  it  is  part  of  a  one-bank 
holding  company,  and  by  federal  law 
one-bank  holding  companies  are  sub- 
ject to  Federal  Reserve  law.  For  a 
long  time  the  Fed  apparently  felt  that 
Franklin  was  taking  too  many  risks 
in  relation  to  its  capital,  but  the  Fed 
was  powerless  to  act.  Once  Franklin's 
holding  company  applied  to  the  Fed 
to  make  an  acquisition,  the  Fed  could 
turn  it  down,  feeling  that  Franklin  was 
already  too  far  out  on  a  limb. 

In  a  less  extreme  case,  the  Fed  late 
last  year  stopped  New  York's  Chemi- 
cal Bank  from  taking  over  CNA  Nu- 
clear Leasing  Corp.  It  demanded  the 
bank  add  $700  million  to  its  capital 
structure,  and  the  deal  was  shelved. 
The  Fed's  message  is  getting  across. 
Last  month,  First  National  Bank  of 
Boston  dropped  plans  to  take  over  a 
St.  Louis  savings  &  loan,  citing  fears  of 
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strain  on  its  liquidity.  The  move  was 
voluntary,  without  any  coaching  from 
the  Fed. 

Too  Much  Laissez-Faire? 

Brenton  Leavitt's  telephone  is  a 
chief  instrument  for  a  tightening  up 
by  the  Fed,  which  some  people  think 
is  late  in  coming.  Since  1969,  out- 
standing bank  loans  have  increased 
from  $286  billion  to  $504  billion;  but 
bank  capital  has  not  grown  apace. 
Loan-to-deposit  ratios  have  risen  from 
64%  to  nearly  80%  within  the  last 
three  years. 

Will  all  this  lead  to  a  much-dread- 
ed liquidity  crisis?  A  situation  where 
perfectly  sound  banks  are  forced  un- 
der because  they  lack  the  liquidity 
to  meet  sudden  withdrawals? 

The  answer  almost  certainly  is  no. 
But  the  fact  that  there  have  been 
several  failures  and  near-failures  sug- 
gests that  weak  spots  have  developed 
in  banking.  Current  high  interest  rates, 
far  from  slowing  down  overexpansion, 
actually  encouraged  it:  Tempted  by 
the  unprecedented  yields,  some  bank- 
ers reached  for  money  at  almost  any 
cost.  Franklin  was  a  case  in  point. 

What  happened  to  the  Fed's  instru- 
ments for  tightening  up  on  credit? 
Why  didn't  they  work  better?  Why 


was  so  much  reliance  put  on  interest 
rates?  The  answer  is  at  least  partly 
political.  Fed  Chairman  Arthur  Burns 
is  an  old  Nixon  friend  and  adviser.  Not 
unexpectedly,  Fed  policy  since  Burns 
took  over  in  1969  has  reflected  Nix- 
on's economic  leanings  toward  what 
used  to  be  known  as  laissez-faire- 
let  the  market  decide. 

In  fairness  to  the  Fed,  however,  it 
is  being  forced,  during  the  Federal 
Government's  near-paralysis  over  Wa- 
tergate, to  bear  an  unfair  share  of  the 
burden  for  fighting  inflation.  If  it  gets 
too  tough  with  the  banks,  business 
will  lack  the  money  needed  to  do 
business  in  a  time  of  rapidly  spiraling 
prices,  and  a  serious  depression  could 
ensue.  The  choice  has  been  a  tough 
one:  Either  finance  inflation  or  risk  a 
depression. 

As  a  consequence,  the  Fed  has  lost 
a  good  deal  of  its  one-time  control 
over  credit.  The  banking  system  is  no 
longer  a  finely  tuned  machine  re 
sponding  to  every  twist  of  the  Fed- 
eral Reserve's  wrist. 

The  Fed  system  was  devised  in 
and  for— a  simpler  era.  Until  the  early 
Sixties,  banking  had  not  changed 
much  in  30  years.  But  as  American 
business  expanded  overseas,  our 
banks  began  to  follow  after.   As  re- 
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cently  as  1964,  according  to  FRB 
Governor  Andrew  F.  Brimmer,  distin- 
guished economist,  who  leaves  the 
Fed  in  September  to  take  a  teaching 
post  at  Harvard,  there  were  only  11 
U.S.  banks  with  foreign  branches; 
their  combined  assets  were  just  $7  bil- 
lion. Eight  years  later  there  were  107 
such  banks  and  their  assets  were  $90 
billion— an  increase  of  1,300%I  By  mid- 
1974  the  figure  was  much  higher 
still.  A  larger  and  larger  share  of  this 
nation's  banking  business  has  been 
beyond  reach  of  the  Fed's  reserve 
requirements. 

In  1968,  the  Fed  tried  to  tighten  on 
borrowing  by  U.S.  banks  in  the  Euro- 
dollar market  because  much  of  the 
money  was  seeping  into  the  U.S.  But 
when  the  Fed  allowed  small  banks 
to  set  up  shell  branches  in  Nassau  so 
they  could  have  access  to  Eurofunds, 
many  banks  of  all  sizes  did  an  end 
run.  They  set  up  "Edge  Act"  subsid- 
iaries in  the  Bahamas  to  channel  Eu- 
rodollars into  the  U.S.  When  the  U.S. 
dollar  was  under  intense  pressure  in 
1973,  it  was  U.S.  banks,  operating 
through  these  same  Edge  Act  Ba- 
hama subsidiaries,  which  were  doing 
a  good  deal  of  shifting  back  and 
forth  among  currencies. 

Leaks  in  the  System 

The  Eurodollar  market  is  only  one 
of  the  leaks.  In  the  old  days,  banks 
were  chiefly  lending  depositors'  mon- 
ey, 60%  of  it  in  demand  deposits. 
High  reserve  requirements  against 
demand  deposits  limited  expansion. 

But  as  money  became  dearer  and 
corporate  treasurers  more  skilled  in 
money  management,  demand  depos- 
its tended  to  drop;  today  they  are 
less  than  40%  of  total  deposits.  Banks, 
therefore,  had  to  find  other  sources  of 
money.  Certificates  of  deposit  were 
one  such  source.  Until  ten  years  ago, 
CDs  were  a  rarity;  now  there  are 
$74  billion  of  them  outstanding,  and 
they  are  subject  to  only  a  fraction  of 
the  reserve  requirements  that  demand 
deposits  must  carry.  Thus,  a  given 
amount  of  capital  now  supports  a 
far  higher  volume  of  loans. 

Until  fairly  recently,  too,  there 
were  few  'bank  holding  companies 
with  the  ability  to  raise  money  from 
outside  the  banking  system.  Now  they 
have  access  to  such  things  as  auto- 
mobile leasing. 

Letters  of  credit  have  developed  in- 
to another  major  leak.  These  are  not 
loans  but  simply  commitments  to 
make  loans.  Thus  they  are  subject  to 
no  reserve  requirements  at  all.  But 
they  can  be  used  as  backup  for  cor- 
porate borrowing  on  the  commercial 
paper  market— use  of  bank  credit  to 
back  nonbank  lending.  This  is  a  lucra- 
tive business  for  banks,  because  it  pro- 


We  re  sitting  here  with 

$19,000,000,000 

ana  some  people  haven't 

heard  of  us. 

Taiyo  Kobe  Bank  is  a  big  international  bank  that  gives  you  full 
international  service. The  kind  of  professional  banking  service  needed  to 
make  important  financial  ventures  a  success.  But  maybe  you've  never  heard  of  us. 

So  here's  the  story. 

By  combining  the  experience  and  resources  of  Bank  of  Kobe  with  the 
experience  and  resources  of  Taiyo  Bank  (you've  heard  of  them,  right?)  , 
we've  formed  one  of  Japan's  largest  international  banks  .  .  .  and  perhaps 
the  most  capable.  We  have  well-established  offices  in  all  of  the  world's 
principal  financial  centers.  We  can  help  you  do  just  about  any  kind  of 
business,  just  about  anywhere  in  the  world.  And  if  you  want  to  do  business 
in  Japan,  we  have  more  offices  throughout  the  country  than  any  other  bank. 

Our  name  is  Taiyo  Kobe  Bank.  Please  make  a  note  of  it. 

Now  that  you've  heard  of  us,  we'd  like  to  hear  from  you. 


A  name  you  can  bank  on. 

TAIYO  KOBE  BANK 

Formed  by  a  merger  of  Bank  of  Kobe  and  Taiyo  Bank 

Head  Off  Ice:  Kobe  Headquarters:  Tokyo.  Kobe 

Overseas  Offices:  New  York,  Los  Angeles,  Seattle,  Sao  Paulo.  London,  Hamburg,  Hong  Kong,  Singapore,  Sydney 

Wholly-Owned  Subsidiary:  Taiyo  Kobe  Finance  Hongkong  Ltd. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


3,300,000  Shares 

Niagara  Mohawk  Power  Corporation 

Common  Stock 

($8  Par  Value) 


Price  $9.75  a  Share 


Copies  of  the  Prosperous  ore  obtoinuMe  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  us  moy  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co. 

INCORPORATED 

White,  Weld  &  Co. 


INCORPORATED 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 


Kidder,  Peabody  &  Co. 

INCORPORATED 

Lehman  Brothers 

INCORPORATED 

Reynolds  Securities  Inc 
Wertheim  &  Co.,  Inc. 

;une  12, 1974 


The  First  Boston  Corporation 
Halsey,  Stuart  &  Co.  Inc. 

AFFILIATE  OF  BACHE  4  CO   INCORPORATED 

E.  F.  Hutton  &  Company  Inc. 

Lazard  Freres  &  Co. 

Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 

Smith,  Barney  &  Co.       Stone  &  Webster  Securities  Corporation 

INCORPORATED 

Dean  Witter  &  Co.  Shearson,  Hammill  &  Co. 

INCORPORATED  INCORPORATED 


Morgan  Stanley  &  Co. 

INCORPORATED 

Blyth  Eastman  Dillon  &  Co.  Goldman,  Sachs  &  Co. 

INCORPORATED 

Hornblower  &  Weeks-Hemphill,  Noyes 

INCORPORATED 

Kuhn,  Loeb  &  Co. 


Loeb,  Rhoades  &  Co. 
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duces  fees  without  soaking  up  money. 

Retail  credit,  too,  has  grown  to 
.in  astounding  degree.  Today  a  Sears, 
Roebuck  store  may  be  a  bigger  lend- 
er than  the  bank  across  the  street. 
And  Sears  is  not  subject  to  Federal 
Reserve  requirements  at  all. 

"We  used  to  have  a  system  of  con- 
trols where  a  banker  would  have  to 
say  'no'  to  some  of  his  customers," 
says  FRB  Governor  Robert  C.  Hol- 
land. "His  asset  portfolio  was  locked 
in,  to  a  large  extent,  and  he  couldn't 
shift  his  lending  around  so  much. 
Well,  the  freer  and  more  flexible  mar- 
ket we  have  today  has  reduced  the 
number  of  pressure  points  where  you 
can  have  noninterest-rate  rationing. 
That  is  one  of  the  reasons  interest 
rates  swing  more  these  days:  They're 
doing  more  of  the  work  of  rationing 
credit  than  they  did  a  decade  ago." 

The  Voice  of  Dissention 

Andrew  Brimmer  has  been  a  gadfly 
on  the  Fed,  a  dissenter.  He  has  ar- 
gued, politely  and  firmly,  for  a  more 
activist  policy.  (He  did  persuade  his 
fellow  governors  to  put  reserve  re- 
quirements against  Eurodollar  borrow- 
ings. )  He  blames  the  Fed's  inability  to 
fine  tune  the  money  supply  on  its  lack 
of  new  tools  for  preventing  the  banks 
from  end-running  the  Fed.  Not  only 
lack  of  tools,  Brimmer  says,  but  "lack 
of  will  to  get  the  new  tools."  Brimmer 
recently  told  Forbes:  "I  do  not  believe 
in  giving  banks  the  freedom  to  com- 
pete for  funds  elsewhere  while  the 
Fed  tries  to  squeeze  the  money  sup- 
ply." He  would  like,  for  example,  to 
have  some  sort  of  reserve  requirement 
extended  to  the  commercial  paper 
market. 

As  things  now  stand,  reserve  re- 
quirements are  set  against  bank  as- 
sets, deposits  and  proceeds  from  CDs 
and  Euroborrowings.  Brimmer  would 
like  to  see  reserve  requirements  set- 
instead— against  bank  lending.  He 
would  raise  or  lower  requirements  on 
different  types  of  loans  as  the  Gov- 
ernment sought  to  encourage  or  dis- 
courage that  type  of  loan.  For  ex- 
ample, if  it  wanted  to  encourage  mort- 
gage lending,  the  Federal  Reserve 
would  cut  the  reserve  requirement 
against  mortgages,  thus  making  mort- 
gage lending  more  profitable. 

But  the  chances  of  getting  legisla- 
tion for  this  kind  of  change  are  vir- 
tually nil  for  now;  Congress  is  par- 
alyzed by  Watergate. 

So  the  Federal  Reserve  will  con- 
tinue trying  to  contain  the  expansion 
of  credit  by  having  Brenton  Leavitt 
press  on  the  capital  levers.  Let  a  bank 
extend  itself  too  much  in  ways  that 
the  Fed  cannot  control,  and  the  Fed 
will  say  "no"  to  it  in  ways  that  the 
Fed  can  control. 


Leavitt  of  the  Federal  Reserve 

There  have  been  nearly  300  banks 
formed  in  the  last  30  months;  but 
Fed  membership  has  increased  by  on- 
ly 16.  At  the  moment,  Fed  member- 
ship is  5,700-about  41%  of  all  the 
banks  and  representing  about  70%  of 
bank  assets.  That  means  $156  billion 
in  bank  assets  are  outside  the  Fed. 
That's  huge  money. 

Being  outside  the  Fed  means  that 
many  banks  operate  under  more  le- 
nient reserve  rules.  Complains  Gov- 
ernor John  E.  Sheehan:  "Say  a  bank 
president  wants  to  sell  some  stock 
soon.  All  he  has  to  do  is  pull  out  of 
the  Fed  and  put  some  of  the  extra 
reserves  to  work.  Right  away  he  gets 
a  one-shot  boom  in  earnings  of  as 
much  as  10%  to  20%." 

The  Fed  would  like  Congress  to 
extend  the  Fed's  reserve-setting  pow- 
ers to  nonmember  banks.  Until  Con- 
gress can  get  back  to  business  again, 
little  can  be  done  about  legislation, 
but  the  Fed  will  use  every  weapon  it 
can  to  keep  the  nonmembers  in  line. 

There  are  very  strong  advantages 
to  using  "Leavittation"  as  a  means  of 
keeping  the  banks,  members  as  well 
as  nonmembers,  on  a  rein.  Unlike,  say, 
open  market  operations  or  a  general 
raising  of  reserve  requirements,  de- 
mands for  more  capital  do  not  hit  all 
banks  alike.  A  demand  for  more  capi- 
tal punishes  only  those  banks  which 
play  what  Sheehan  calls  "the  go-go" 
game;  responsible  banks  are  not  af- 
fected or  punished. 

Sherman  Maisel,  an  ex-Fed  gover- 
nor who  now  teaches  economics  at 
the  University  of  California  at  Berke- 


ley, puts  it  this  way:  "The  Fed  has  to 
make  certain  that  stockholders  bear 
the  risk  rather  than  the  public." 

What  are  the  Fed's  capital  guide- 
lines, then?  This  is  what  Fed  authori- 
ties say  they  will  be  concentrating  on 
when  banks  come  to  the  Fed  for  per- 
mission to  do  anything  new: 

1)  The  basic  capital  health  of  the 
bank,  particularly  banks  with  aggres- 
sive lending  policies.  How  dependent 
is  the  bank  on  CDs,  Eurodollar  bor- 
rowings, commercial  paper?  Does  it, 
as  did  U.S.  National,  go  in  heavily 
for  the  bank  letter  of  credit?  By  "cap- 
ital health"  the  Fed  increasingly  will 
mean  equity  capital;  it  is  beginning 
to  frown  on  the  excessive  use  of  long- 
term  borrowings  by  banks  which 
want  to  expand  their  capital  base 
without  diluting  earnings. 

2)  A  look  at  the  proposed  acquisi- 
tion or  new  venture  itself.  Is  the  take- 
over just  a  device  to  get  more  money 
to  deal  with  a  bank's  liquidity  prob- 
lems? The  Board  has  stated  that  from 
now  on  in  the  case  of  bank  merger 
applications,  and  savings-&-loans 
takeovers,  there  must  be  a  showing  of 
specific  public  benefit.  Not  just  the 
old  Justice  Department  standard  of 
doing  no  harm. 

For  the  individual  banker,  all  this 
portends  that  some  expansion  plans 
will  have  to  be  shelved.  It  also  means 
that  the  banker  may  have  to  return 
to  a  role  he  hates  to  play,  that  of 
the  rationer  of  credit,  the  man  who 
says  no.  On  top  of  that,  to  satisfy  Fed 
policies  he  may  have  to  start  allocat- 
ing a  greater  portion  of  that  shrinking 
pool  into  support  of  specific  public- 
policy  goals— housing  being  an  ob- 
vious area,  underwriting  government 
securities  another. 

The  tightening  is  unmistakable. 
John  Sheehan  put  it  this  wax  to 
Forbes:  "I  am  increasingly  unwilling 
to  throw  our  discount  window  open 
to  banks  that  get  in  trouble  like  Frank- 
lin National.  There  is  no  room  in  bank- 
ing for  go-go  guvv 

Adds  Governor  Holland:  "\\  hat 
we're  doing  now  is  pressing  for  more 
capital,  more  equity,  specifically  in 
cases  where  we  think  the  reserve  cush- 
ion inside  the  bank  or  holding  com- 
pany is  too  thin  relative  to  the  risk 
they  are  going  to  find  in  an)  deal 
they  are  considering." 

Of  course,  a  bank  could  always  ga 
out  and  try  to  sell  more  stock— but 
who  would  do  so  when  man)  bank 
stocks  are  selling  below  book  value 
and  few  very  far  above  it? 

Banking  is  still  a  growth  business. 
But  the  kind  of  leverage  that  has  SO 
boosted  earnings  in  recent  years  is 
going  to  be  harder  and  harder  to  use. 
The  go-go  era  in  banking  is  ovei  !>< 
fore  it  ever  really  got  started.   ■ 
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Knowing  NewYbrk  State 
makes  all  the  difference  in  the  world. 


New  York  State  enjoys  a 
concentration  of  trade  and 
economic  influence  unparalleled 
by  any  other  state,  unmatched 
by  most  countries. 

Marine  Midland  Bank 
enjoys  a  unique  relationship 
with  the  State  of  New  York. 

We've  been  banking  here 
since  1839.  Indeed,  we  were  one 
of  New  York's  first  multi-bank 
holding  companies.  Today, 
we're  all  over  New  York. 
Reaching  more  than  200  cities 
and  towns  with  more  than  300 
banking  offices.  More  banking 
locations  than  any  other  bank 
in  the  state -In  fact,  with 
resources  exceeding  $13  billion, 
Marine  Midland  is  the  nation's 


twelfth- largest  banking  system. 

Obviously,  if  you're  doing 
business  in  New  York,  you 
should  be  doing  business  with 
Marine  Midland  Bank. 

But  what  does  our 
knowledge  of  New  York  mean 
to  you  in  Boston  or  Los  Angeles 
or  anywhere  in  between? 
Simply  this.  By  working  in  New 
York  these  many  years,  we've 
been  exposed  to  all  aspects  of 
business.  We've  handled  all 
types  of  financing.  We've 
accumulated  a  wealth  of 
experience  and  knowledge  that 
is  difficult,  if  not  impossible,  to 
equal.  Yet  it  is  easily  applicable 
to  your  area. 

The  range  of  corporate 


services  we  offer  can  be  swiftly 
tailored  to  meet  your  particular 
situation.  Whether  your 
business  requirements  are 
domestic  or  international. 
Everything  from  Leasing 
Arrangements  to  Small  Business 
Loans  to  Export  Financing  to 
Euro-Currency  Financing. 

Our  senior  officers  are 
anxious  to  share  in  your  banking 
future.  Eager  to  show  you  that 
personal  involvement  is  not  a 
thing  of  the  past. 

Marine  Midland  Bank.  Big 
bank  resources.  Personal 
service.  All  over  New  York  State. 
It  makes  all  the  difference  in 
the  world. 


IVIARIIME   MIDLAND  BANK 


Member  F.D.I.C. 


Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
clog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 

Please  send  me Forbes  Slip  Cases. 

My  check  for is  enclosed. 

Prices:  $4.25  each,  3  for  $12,  6  for 
$22.  (Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name 


(please  print) 


Address. 
City 


.State. 


.Zip, 


Please  allow  3  to  4  weeks  for  delivery. 


Turnabout  Is  Fair  Play 


We  suppose  it  is  only  natural:  Ameri- 
cans lecture  foreigners  about  the  im- 
portance of  allowing  capital  and  trade 
and  commerce  to  flow  freely  across 
international  boundaries.  But  when 
the  stuff  starts  to  flow  into  the  U.S., 
some  of  the  same  people  demand 
that  the  bums  be  thrown  out.  That's 
what  is  happening  in  the  bank  fieldc 
today.  Foreign  bankers  are  doing 
what  American  bankers  did  before 
them:  They  are  leaving  their  native 
haunts  and  swarming  into  the  U.S. 
A  good  many  American  bankers  want 
to  see  the  invasion  slowed  down.  By 
law  if  necessary. 

Presently,  says  the  Federal  Reserve, 
there  are  63  foreign  banks  operating 
in  the  U.S.  They  operate  through  129 
offices  and  have  almost  $40  billion  in 
assets.  That  sounds  like  a  lot  of  money 
but  it's  only  5%  of  all  U.S.  banking 
assets— and  less  than  one-third  of  the 
money  that  125  American  banks  con- 
trol through  700  branches  overseas. 

The  Fed  has  proposed  that  foreign 
banks  be  subject  to  the  same  restric- 
tions as  U.S.  Fed-member  banks, 
meaning  mandatory  reserves,  no  in- 
terstate branching  and  the  like. 


Quite  obviously,  the  U.S.  has  given 
hostages  to  fortune:  If  we  get  too 
tough  with  foreign  banks  here,  our 
own  banks  face  trouble  abroad. 

The  simple  fact  is  that  one-coun- 
try banking  is  becoming  as  obsolete 
as  single-branch  banking.  The  tremen- 
dous expansion  in  recent  years  of 
world  trade  and  of  communications 
has  made  international  banking  a 
necessity. 

Below  Forbes  lists  the  25  largest 
banks  (by  assets)  outside  of  the  U.S. 
The  figures  in  many  cases  are  tenta- 
tive ones.  Most  foreign  banks  are  slow 
coming  up  with  figures.  They  tend  to 
be  secretive.  Their  fiscal  years  vary 
all  over  the  calendar.  Devaluations 
and  revaluations,  moreover,  tend  to 
distort  the  figures. 

Nevertheless,  the  fisting  will  give 
readers  a  glimpse  into  the  kind  of 
competition  our  banks  increasingly 
face  both  abroad  and  at  home.  In- 
teresting sidelight:  The  Japanese,  the 
world's  most  aggressive  foreign  trad- 
ers, are  also  among  the  world's  big- 
gest bankers.  Japanese  banks  account 
for  nearly  half  of  the  largest  25  non- 
U.S.  banks.   ■ 


The  25  Largest  Foreign 

Banks* 

1973  Fiscal 

Rank 

Company 

Country 

Year-End 

Assets 

Deposits 

Loans 

1 

Banque  Nationale  de  Paris 

France 

December 

30,800 

29,800 

NA 

2 

Barclays  Group 

Britain 

December 

30,777 

24,690 

18,330 

3 

Dai-ichi  Kangyo  Bank 

Japan 

March 

29,467 

20,520 

18,341 

4 

National  Westminster  Bank 

Britain 

December 

27,491 

24,744 

17,074 

5 

Fuji  Bank 

Japan 

March 

24,923 

18,511 

15,048 

6 

Sumitomo  Bank 

Japan 

March 

24,914 

17,929 

14,865 

7 

Deutsche  Bank 

Germany 

December 

24,583 

13,518 

10,032 

8 

Societe  Generate 

France 

December 

24,251 

23,484 

18,223 

9 

Mitsubishi  Bank 

Japan 

March 

23,995 

17,130 

15,038 

10 

Credit  Lyonnais 

France 

December 

23,250 

17,060 

3,510 

11 

Sanwa  Bank 

Japan 

March 

23,031 

16,264 

14,426 

12 

Banca  Nazionale  del  Lavora 

Italy 

December 

22,654 

19,933 

fl  4,565 

13 

Banca  Commerciale  Italiana 

Italy 

Decembert 

20,386 

12,251 

6,834 

14 

Westdeutsche  Landesbank 
Girozentrale 

Germany 

December 

19,926 

8,234 

14,482 

15 

Midland  Bank 

Britain 

December 

19,060 

17,237 

10,955 

16 

Industrial  Bank  of  japan 

Japan 

March 

18,638 

15,467 

12,769 

17 

Royal  Bank  of  Canada 

Canada 

October 

18,365 

16,802 

18 

Banco  di  Roma 

Italy 

December 

18,126 

11,746 

6,616 

19 

Tokai  Bank 

Japan 

March 

17,689 

I  ',796 

10,(>JI 

20 

Lloyds  Bank 

Britain 

December 

17,600 

16,075 

10,426 

21 

Mitsui  Bank 

Japan 

March 

17,557 

12,551 

10,400 

22 

Bank  of  Tokyo 

Japan 

March 

17,004 

8,857 

10,623 

23 

Canadian  Imperial 
Bank  of  Commerce 

Canada 

October 

16,103 

14,803 

8,985 

24 

Dresdner  Bank 

Germany 

December 

14,475 

I  U62 

10 

25 

Bank  of  Montreal 

Canada 

October 

14,411 

13,292 

8,703 

*  Figures   converted    into   U.S.   dollars   at   bo 

ik's   year-end.    Exc 

udes   contingent 

QltOtl    v/fifn 

i«  ittlblfl 

NA-Not  a  c  loble.      f  1972  fiscal  year. 
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We  have  only  one  proven  source  of  energy 
for  now...and  the  next  400  years 


Known  U.S.  oil  reserves  are  being 
depleted.  The  search  is  on  for 
new  discoveries.  Meanwhile,  we 
grow  more  dependent  on  imports. 


OIL 


Our  known  gas  reserves  are  dwin- 
dling fast.  Unless  new  sources  are 
found,  demand  may  soon  exceed 
existing  domestic  supply. 


GAS 


We  would  need  perpetual  sun- 
light. As  yet,  there's  no  full-scale, 
practical  way  to  store  energy  from 
the  sun. 


SOLAR 


COAL 


There's  enough  U.S.  coal  to  last 
an  estimated  400  years.  Based  on 
BTU  values,  coal  makes  up  88  per 
cent  of  the  nation's  energy  re- 
serves. Greater  utilization  of  coal 
can  keep  our  lights  burning  and 
our  industry  humming  both  now 
and  for  centuries  ahead. 


Too  primitive.  Windmills  still  work 
in  some  areas,  but  they're  unre- 
liable and  inefficient. 


WIND 


Only  about  4  per  cent  of  the  na- 
tion's energy  comes  from  water 
power.  And  we've  already  har- 
nessed our  best  sources. 


WATER 


NUCLEAR 


Promising  but  slow  in  developing 
Atomic  power  may  be  our  best  bet 
in  years  to  come.  Nuclear  power 
today  contributes  about  one  per 
cent  of  U.S.  energy. 


Coal  is  vital  to  steel 

Coal  is  needed  in  vast  quantities  to  make  steel.  And 
the  steel  industry  is  a  large  consumer  of  electric 
power,  of  which  coal  is  by  far  the  largest  source. 
Bethlehem  mined  more  than  14  million  tons  of  coal 
last  year,  and  most  of  this  was  used  in  our  own  blast 
furnaces. 

What  about  surface  mining? 

Surface-mined  land  can  be  reclaimed  responsibly 
under  present  state  reclamation  laws.  About  20  per 
cent  of  Bethlehem's  coal  is  surface-mined  while  more 
than  50  per  cent  of  the  nation's  coal  is  surface-mined. 
If  unreasonable  restrictions  on  surface  mining  are  en- 
acted, the  nation  may  be  in  trouble.  That  includes  all 
coal  users.  And  steel  users.  And  all  who  use  electric 
lights  and  appliances  would  feel  the  pinch. 

Why  restrict  our  most  abundant  fuel? 

We  favor  legislation  that  will  make  it  possible  to  meet 
the  nation's  energy  needs  and  reasonable  environ- 
mental goals  at  the  same  time.  More  coal  is  needed 
now  to  avert  steel  shortages.  Why  cut  coal  production 
by  unreasonable  restrictions  on  surface  mining  at  a 
time  when  all  other  energy  sources — except  coal — 
are  in  critical  supply? 


Bethlehem 


Trust-Busting? 


No  one  knows  much  about  bank  trust  departments 
—except  that  they  manage  $400  billion  and 
face  major  legal  and  regulatory 
challenges. 

Walk  into  the  trust  department  of 
a  big  bank.  You  may  see  oriental 
carpets,  worn  just  enough  to  look 
old  and  valuable.  A  stately  clock  dis- 
creetly breaks  the  silence  with  its 
ticking.  Hunting  prints,  of  course, 
perhaps  roll-top  desks,  and  maybe 
even  a  sterling  tea  service.  Trust 
officers— mostly  lawyers— sport  old 
school  ties  and  carefully  buffed  wing- 
tip  shoes. 

But  this  comfortable-looking  world 
is  not  as  calm  as  it  seems.  The  re- 
formers and  politicians  are  after  the 
bank  trust  departments  these  days. 
Their  size— $400  billion— and  their  se- 
crecy—part of  the  tradition— make 
them  obvious  targets. 

Bank  trusts  have  quietly  come  a 
long  way  since  the  turn-of-the-cen- 
tury  days  when  state  legislatures  first 
gave  bankers  the  legal  power  to  act 
as  trustees.  Then  competition  for  trust 
appointments  was  a  friendly  game.  It 
was  mainly  a  question  of  whose  trust 
officer  Mrs.  Goldbags  felt  the  most 
comfortable  with;  landing  one  rich 
matron's  estate  could  put  a  trust  de- 
partment on  easy  street. 

Now  that's  all  changed.  Bank  trust 
departments  are  professional  money 
managers.  They  compete  with  inde- 
pendent financial  advisers,  life  insur- 
ance companies  and  mutual  funds  for 
Mrs.  Goldbags'  riches  and  for  giant 
corporate  funds. 

In  this  competition  the  bankers 
are  well  ahead  and  staying  ahead. 
Their  $400  billion  worth  of  other  peo- 
ple's money  comes  to  nearly  as  much 
as  all  the  other  institutions  combined 
—mutual  funds,  insurance  companies, 
the  works.  They  administrate  1.2  mil- 
lion trust  accounts  and  hold  over  one- 
fifth  of  all  corporate  stocks  and  bonds. 

Today,  less  than  half  the  money 
bankers  manage  comes  from  tradition- 
al personal  trusts  and  estates,  com- 
pared with  about  90%  some  25  years 
ago.  The  major  flow  of  new  busi- 
ness into  trust  departments  is  em- 
ployee pension  and  profit-sharing 
funds.  They  make  up  $150  billion 
worth  of  trust  assets— more  than  one- 
third  of  the  total.  So,  what  the  bank 
trust  departments  do  is  everybody's 
business  in  1974. 

In  the  days  of  gendemanly  com- 
petition, fees  were  usually  set  by  law; 
Mrs.  Goldbags  was  not  in  the  habit 
of   haggling   with   her   bankers.    But 


^p^j^ 


as  the  trustmen  branched  out  into 
broader  fields  of  money  management, 
they  had  to  cut  fees  to  compete.  On 
pension  fund  accounts  today,  annual 
rates  sometimes  dip  to  1/20  of  1%  of 
the  principal  ($75,000  on  a  $150- 
million  fund),  and  customers  shop 
around  for  performance  and  service. 
A  few  years  ago  it  was  popular 
among  banks  to  set  up  separate  ad- 
visory services— often  with  unbanker- 
like  names  like  First  Pennsylvania's 
Vestaur  Corp.  or  United  California's 
Western  Asset  Management.  The  pitch 
was  for  performance,  not  probity. 

The  result  is  that  the  trust  busi- 
ness is  out  in  the  open,  exposed  to 
public  view.  House  Banking  &  Cur- 
rency Committee  Chairman  Wright 
Patman  (Dem.,  Tex.)  began  unearth- 
ing data  about  trust  departments  in 
the  late  Sixties.  At  the  time,  banks 
would  not  even  reveal  the  size  of  their 
trust  assets.  Questions  were  dismissed 
with  the  most  bankerlike  disdain. 

But  in  an  attempt  to  ward  off 
worse  fates,  the  bankers  have  em- 
braced disclosure.  Morgan  Guaranty, 
First  National  City  Bank,  Continen- 
tal Illinois  and  other  major  trust  de- 
partments voluntarily  distribute  de- 
tailed summaries  of  their  portfolios. 
They  are  eager  to  play  down  their 
power,  pointing  out  that  the  banks 
themselves   don't  actually  vote  stock 


or    control    investment    decisions    in 
many  of  their  trust  accounts. 

It's  likely  that  even  more  detailed 
revelations  and  limitations  on  invest- 
ment holdings  will  soon  be  required 
by  the  Comptroller  of  the  Currency 
for  trust  departments  with  assets  of 
over  $100  million.  "The  trust  industry 
wants  to  lay  it  all  out  on  the  table 
and  let  everybody  know  what  we're 
doing,"  says  Chalkley  Hambleton, 
president  of  Harris  Trust  &  Savings 
Bank  and  head  of  the  trust  division 
of  the  American  Bankers  Association. 
That's  a  switch  from  ten  years  ago. 

Ghosts 

Visibility  and  disclosure  are  all  to 
the  good,  but  they  inevitably  bring 
out  of  the  closet  some  ghosts  that 
the  bankers  would  as  soon  leave  there: 
the  potential  for  conflict  of  interest, 
for  example.  Suppose  that  a  commer- 
cial bank  learns  something  about  a 
company  that  would  be  useful  to  the 
investment  men  in  its  trust  depart- 
ment. In  the  old  days  there  might 
be  some  discreet  whispers  within  the 
family,  and  the  investment  depart- 
ment could  act  on  the  information. 
(In  fact,  this  was  once  an  argument 
in  favor  of  banks  serving  as  trustees; 
they  had  access  to  a  broad  range  of 
business  knowledge  and  contacts.) 
But  that  was  before  the  Securities  & 


54 


FORBES,   JULY    1,    1974 


Minneapolis 

shoulabe 
investigated 


Maybe  you  should  investigate  First 
Minneapolis.  Just  pick  up  your  phone  and 
dial  (612)  370-4421.  And  talk  to  one  of 
our  top-notch  professionals  who  are  ready, 
willing  and  very  able  to  discuss  any  money- 
market  instrument  with  you.  Certificates 
of  deposit.  Commercial 
paper.  Bankers' 
acceptances.  Fed  funds. 
Repurchase  agreements. 
Finance  bills.  Or  what- 
ever you  have  in  mind. 
And  before  you  hang 
up,  chances  are  you'll  be 
sharing  our  confidence 
that  we  can  provide  you 


with  the  right  market  instrument. 
At  the  right  price.  At  the  right  time. 

Go  ahead  and  investigate  us.  You  may 
be  in  for  a  very  pleasant  surprise. 

m 

First  ■■ 
Minneapolis 

Money  Market  Division 

First  National  Bank  of  Minneapolis 

120  South  Sixth  Street  •  Member  FDIC 


...as  a  major 
money  center 


Exchange  Commission   began   to   get 

stickv  about  "inside"  information. 

In  197-1.  what  a  bank  learns  about 
a  company  through  its  commercial 
side  cannot  be  communicated  to  the 
trust  department.  Trustmen  reverent- 
ly refer  to  the  so-called  "Chinese 
\\  all"  that  separates  them  from  the 
rest  of  the  bank.  Just  how  real  it  is 
is  a  question.  The  wall  is  becoming 
physical  at  some  institutions:  Trust 
departments  of  Citibank  and  Morgan 
have  moved  to  separate  offices  blocks 
aw  ay  from  other  departments. 

But  what  about  the  trust  bene- 
ficiary, the  man  who  might  hope  for 
better  investment  decisions  because 
of  banks'  wide  range  of  knowledge? 
Doesn't  this  Chinese  Wall  hurt  him? 
That's  precisely  the  issue  in  five  suits 
filed  by  union  pension  funds  seeking 
SS.6  million  from  Continental  Illinois 
Hank,  their  investment  adviser.  The 
unions  charge  that  the  trust  depart- 
ment put  them  into  stocks  like  Penn 
Central,  Lum's  and  U.S.  Freight  when 
bank  loan  officers  knew  those  com- 
panies were  in  trouble.  Similar  ques- 
tions arise  in  a  recent  suit  by  the 
$2.5-billion  U.S.  Steel  pension  fund 
against  Citibank,  its  adviser. 

Spin  Off  the  Problem? 

There  are  other  aspects  to  this  di- 
lemma. Suppose  a  trust  department, 
because  of  its  own  smart  research 
staff,  decides  to  unload  its  stock  in 
XYZ  Corp.  Simultaneously,  the  bank's 
loan  department  gets  indications— late 
payments  on  a  note,  for  example— 
that  XYZ  is  in  trouble.  An  innocent 
purchaser  of  the  XYZ  stock,  before 
the  bottom  fell  out,  decides  to  sue 
the  bank  for  acting  on  "inside"  in- 
formation he  did  not  have.  How  does 
the  bank  prove  that  the  "coincidental 
trading"  didn't  result  from  inside  in- 
formation? With  the  collapse  of  stocks 
like  Combustion  Engineering,  Consoli- 
dated Edison  and  Research-Cottrell, 
the  situation  may  become  real  rather 
than  theoretical. 

Such  questions  were  rarely  raised 
in  the  past.  Nobody  knew  enough 
about  bank  trusts  to  ask  them. 

"The  implications  of  all  this  are 
scary,"  says  a  man  who  runs  the  trust 
operations  of  a  large  New  York  bank, 
"especially  since  all  our  guys  eat 
lunch  in  the  same  cafeteria." 

Yet,  many  trust  departments  lose 
money.  "They're  our  version  of  the 
loss  leader,"  claims  one  banker. 

That  is  certainly  true  for  the  small- 
er trust  operations,  which  could  not 
exist  independently.  Of  the  14,000 
commercial  banks  in  the  U.S.,  about 
3,800  have  trust  powers— but  of 
these,  the  top  100  hold  about  85%  of 
all  trust  assets.  The  business  is  most 
heavily    concentrated    in    New    York, 


In  today's  trust  business  the  old 
atmosphere  is  rapidly  disappearing. 


where  the  ten  largest  banks  have  some 
$114  billion  in  trust  assets— over  25% 
of  the  nation's  total.  That  leaves  more 
than  3,700  banks  whose  trust  de- 
partments are  unlikely  to  be  profit- 
able. Bankers  estimate  that  it's  hard 
for  any  department  with  assets  of  be- 
low $500  million  to  break  even  strict- 
ly on  an  operating  basis. 

Why  do  so  many  banks  run  money- 
losing  trust  departments?  The  answer 
is  that  trust  department  operating 
profits  don't  tell  the  whole  story. 
The  Federal  Reserve  recently  issued  a 
report  on  the  profitability  of  the  ten 
largest  New  York  bank  trust  depart- 
ments. It  shows  that  about  half  of 
their  revenue  over  the  past  five  years 
comes  from  corporate  trust  services— 
paper-shuffling  functions  like  han- 
dling stock  transfers  and  dividend  pay- 
ments for  large  corporations.  This 
business  generates  interest-free  de- 
mand deposits.  Internal  accounting 
allows  the  trust  department  a  credit 
for  money  the  bank  earns  because 
of  these  funds.  The  result,  according 
to  the  Fed,  puts  margins  in  the  black 


for  corporate  trust  services. 

This  "allowed  credit"  also  extends 
to  the  more  profitable  personal  es- 
tate and  pension  side  of  the  trust 
business.  There  is  always  a  "float"  of 
idle  money,  most  of  it  from  funds  the 
bank  receives  for  the  trust  beneficia- 
ries and  distributes  to  them  monthly. 
There's  big  money  invoked,  how- 
ever. Federal  Reserve  figures  for  year- 
end  1972  indicate  that  $1.7  billion  in 
demand  deposits  came  from  the  float 
on  trust  account  assets.  Where  those 
assets  were  administered  for  employee 
benefit  plans,  only  4/10  of  1%  of  the 
total  was  sitting  in  idle  cash.  But  in 
the  personal  trust  and  estate  cate- 
gory—where business  is  less  competi- 
tive—the cash  figure  was  9  10  of  1 
of  the  total. 

But  this  kind  of  traditional  arrange- 
ment is  under  fire.  Critics  argue  that 
profits  from  the  float  shouldn't  go  to 
the  bank.  "A  trustee  is  only  entitled  to 
his  fee,"  says  Georgetown  law  profes- 
sor Roy  Schotland.  "Ancient  trust  law- 
makes  it  clear  that  any  extra  fruits 
of  the  trust  belong  to  the  beneficiaries." 
If  the  courts  should  uphold  this  con- 
tention, banks  would  have  to  credit 
their  trust  accounts  with  interest  on 
this  float,  and  the  profitability  of 
trust  departments  would  drop  sharply. 

On  the  other  hand,  U.S.  Trust 
President  Charles  Buek  defends  the 
practices  of  using  the  float  from  trust 
business.  He  feels  it  is  a  natural  off- 
shoot of  banking.  "These  deposits," 
he  says,  "are  so  fleeting  that  almost 
no  one  but  a  bank  could  get  any 
value  out  of  them."  In  fact,  the  bank 
may  only  keep  the  money  during 
the  short  time  that  elapses  between 
its  receipt  of  the  funds  and  paying 
them  out.  Some  institutions  like  Chi- 
cago's Northern  Trust  claim  to  in- 
vest customers'  idle  balances  in 
amounts  of  $1,000  for  as  brief  a  time 
as  one  day;  Northern  Trust  is  current 
ly  developing  the  capacity  to  uti- 
lize even   smaller   customer   balances. 

The  chief  worry  bankers  have  is 
that  the  next  Congress,  in  an  anti- 
business  mood,  might  force  them  to 
divest  their  trust  departments.  This  is 
easier  said  than  done  since  it's  a  com- 
plex legal  process  to  substitute  anj 
new  entity  for  an  existing  trustee. 
And  spin-offs  would  involve  other 
serious  problems. 

For  example,  trust  departments  now 
share  the  capital  that's  invested  in 
the  main  banking  business.  That's 
why  no  one  knows  how  profitable 
the  trust  business  reallv  is;  it's  impos- 
sible to  establish  the  eqnitv  base. 
Any  spin-ofl  would  require  separate 
capitalization.  This,  ol  course,  would 
decrease  the  parent  institution's  total 
capital  at  a  time  when  man)  banks 
are   alreadv    Stretched    to    the   limit. 
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)id  you  know  there's  a  new  way  your  doctor  can 
get  immediate  advice  from  specialists? 


There's  a  serious  fracture.  Your 
doctor  X-rays  it. Then,  by  using 
RCA  Globcom's  new  Videovoice 
system,  he  can  quickly  transmit 
the  X-ray  to  an  orthopedic  special- 
ist for  analysis  and  discussion.  By 
providing  this  electronic  consulta- 
tion between  physicians  and  spec- 
ialists. Videovoice  can  save  vital 
time  and  travel— and  even  lives. 
It's  especially  valuable  in  remote 
areas  but  it's  working  in  big-city 
emergencies,  too. 

It's  all  done  through  a  standard 
telephone  line.  At  each  end  is 
Videovoice,  a  compact,  desktop 
unit  combining  a  TV  camera, 
monitor,  integrated  speaker 
and  microphone.  In  medical 
applications,  Videovoice  trans- 
mits X-rays,  electrocardiograms 
and  electroencephalograms  for 
diagnosis.  It  can  produce  close- 
ups  for  detailed  inspection. 
It  can  print  what  it  shows.  And 
you  can  tape-record  the  pic- 
tures and  conversation  for 
play-back. 

Businessmen  and  technicians 
can  also  benefit  from  Videovoice 
—  for  face-to-face  discussions  of 
such  things  as  charts,  parts  and 
components. 

Electronics  is  creating 
ingenious  new  ways  to  enhance 
life.  And  RCA,  which  helped 
create  the  technology  itself, 
is  still  pioneering  the  electronic 
way. 


The  electronic  way 


To  look  at  ITEL,  you  have  to  go  behind  the  scenes. 
Yes,  our  clients  do  get  all  the  limelight.  But  we're 
right  behind  them  every  inch  of  the  way  with  a 
variety  of  specialized  financial  services. 

Like  major  capital  equipment  lease  arrange- 
ments that  feature  innovative  underwriting  struc- 
tures on  everything  from  commercial  aircraft  to 
giant  oil  tankers.  Intermodal  cargo  container 
leasing.  A  wide  range  of  data  processing 
services. 

Our  fleet  of  bulk  cargo  ships  is  chartered  by 
major  shippers  and  shipping  companies. 

And  now  we're  even  in  reinsurance,  partici- 
pating with  some  of  the  world's  most  prestigious 
insurance  companies. 

What  makes  our  show  so  successful  in  these 
challenging  times? 

A  seasoned  management  team's  continuing 
discovery  of  new  ways  to  make  your  capital 
go  farther.  

We're  bringing  business  T'M"H:T- 

better  financial  directions.  raRFce^rosr 

One  Embarcadero  Center.  San  Francisco,  California  94111.  Phone  (415)983-0000 


Amfac  is  a  shopping  center 
in  a  museum  at  a  beach 


Explore  something  different.  Eat 
lunch  in  an  architectural  landmark. 
Stay  overnight  in  a  natural  wonder. 
Live  on  a  golf  course.  Go  to  the  beach 
and  find  a  museum  that's  also  a 
shopping  center. 

These  are  the  appealing  things 
Americans  are  doing  more  often. 
They  also  are  exactly  the  kinds  of 
things  Amfac  makes  possible.  Know- 
ing what  people  want  to  do  before 
they  do  it  is  the  keystone  of  our  mar- 
keting approach. 

It's  why  we  built  Whalers  Village,  a 
museum  and  shopping  center  at  our 
Kaanapali  Beach  Resort  in  Hawaii. 


Whalers 
And  bought  the  City  of  Paris  depart- 
ment store,  a  San  Francisco  tradi- 
tion. Why  were  building  condomin- 
ium homes  around  a  golf  course. 

When  we  expanded  from  our  Hawaii 
base,  this  clear-eyed  view  of  modern 
peoples'  needs  was  our  guide.  The 
Fred  Harvey  restaurants  and  hotels 
in  places  like  the  Grand  Canyon  and 
at  major  airports  fit  us  like  a  glove. 
Joseph  Magnin  specialty  stores  re- 
flect our  young-spirited  ideas  of 
fashion. 

All  of  our  acquisitions  were  logical 
extensions  of  our  long  experience  in 
four  basic  fields— merchandising  and 


Village  at  Kaanapali  Beach  Resort,  Maui.  Hawaii 

food  processing,  hospitality  and 
asset  management. 

As  we  expanded  in  these  areas  we 
know  and  manage  best,  we  pros- 
pered.Today,  Amfac  revenues  are 
approaching  the  billion-dollar  mark, 
more  than  70  percent  from  conti- 
nental U.S.  Per  share  earnings  are 
growing  every  year. 

What's  our  business?  Serving  today's 
consumers  directly  with  what  they 
want  and  need.  It's  a  happy  busi- 
ness to  be  in 

For  a  copy  of  our  latest  report,  write 
to  Amfac,  Inc.,  Dept.  104,  P  O.  Box 
3230,  Honolulu,  Hawaii  96801. 


Serving  People  in  the  U.S.  and  the  Pacific  Basin 


Clearly  some  capital  should  stand 
eady  to  protect  trust  customers 
gainst  fiscal  mismanagement,  but  no 
>ne  knows  how  much  will  insure 
afety.  Again,  there's  a  potential  for 
lawsuit  by  a  trust  beneficiary 
yho  feels  he  is  being  short-changed 
iy  losing  the  extra  security  that  exists 
yhen  the  bank's  full  capitalization 
tands  behind  the  trust  department. 

Nevertheless,  there  are  precedents 
hat  suggest  the  trust  business  can 
tand  on  its  own.  St.  Louis  Union  Trust 
1o.,  with  $3.7  billion  in  assets,  is  one 
f  the  handful  of  trust  operations 
i  the  country  that  is  not  part  of  a 
ank.  It  was  totally  independent  until 
969,  when  it  merged  with  First 
Jnion  Inc.,  a  holding  company  that 
perates  Missouri's  largest  bank, 
'hough  First  Union  doesn't  release 
pecific  figures,  the  trust  business  at 
t.  Louis  Union  has  been  steadily 
rofitable— without  the  benefit  of 
llowed  credits— and  averages  an  8% 
}  10%  net  return  on  its  $25  million 
f  equity  capital.  First  Trust  of  St. 
'aul,  another  independent,  has  a  sim- 
ar  earnings  record. 

Why  are  some  companies  consist- 
ntly  making  money  when  many 
ankers  claim  separation  means  finan- 
ial  ruin?  "It's  a  classic  example  of 
rofit-center  accounting,"  says  Clar- 
nce  Barksdale,  First  Union's  execu- 
ve  vice  president.  "Our  trust  business 
>as  an  operating  company  that  had  to 
am  its  way  all  along,  and  it  wasn't 
ictated  to  by  a  commercial  bank."  In 
ddition,  most  of  St.  Louis  Union's 
usiness  is  in  the  higher-margined 
ersonal  trust  area,  and  Missouri  is 
ne  of  the  growing  number  of  states 
lat  do  not  regulate  trust  fees. 

While  the  bank  trusts  are  under 
ttack  from  one  direction,  they  are 
lernselves  taking  the  offensive  in  an- 
ther direction.  Some  trustmen  are 
irting  with  offering  investment  ser- 
ices  for  the  mass  market— a  prospect 
lat  alarms  both  the  brokerage  and 
mtual-fund  businesses. 

For  example,  Security  Pacific  and 
hase  Manhattan  will  make  monthly 
urchases  of  as.  little  as  $25  from  a 
st  of  25  selected  stocks  through  auto- 
latic  checking  account  deductions, 
o  far  this  service  hasn't  caught  on, 
ut  it  may  do  so  if  the  stock  mar- 
st  comes  back  into  favor.  A  different 
pproach,  being  tried  at  Bank  of 
merica  and  First  National  of  Boston, 
iiong  others,  is  to  offer  stripped- 
own  investment*  service  for  a  mini- 
lum  fee:  less  than  $200  a  year  for 
-counts  below  $200,000,  with  pur- 
lases  typically  made  through  pooled 

^counts  to  minimize  brokerage  costs. 

investor  interest  grows,  it's  possible 
he  Securities  &  Exchange  Com- 
n— pushed  by  Wall   Street— will 


try  to  extend  its  jurisdiction  to  cover 
the  trust  department  investment  plans. 
Not  surprisingly,  the  banks  do  not 
welcome  the  idea  of  the  SEC  joining 
the  long  list  of  government  agencies 
already  peering  over  their  shoulders 
and  poring  over  their  books.  But  the 


price  of  expansion  and  of  growth 
these  days  is  increasing  public  expo- 
sure and  the  regulation  that  goes 
with  it.  There  is  no  way  that  banking 
can  go  back  to  the  good  old  days 
when  a  bank's  business  was  nobody's 
business  but  its  own.  ■ 


THE  50  LARGEST  TRUST  OPERATIONS 

Market  Value  of 

Total  Trust 

%of 

T 

rust  Assets 

Department  Income 

Total  Operating 

Rank 

Company 

(Mil.) 

(Thou.)  + 

Income 

1 

JP  Morgan  &  Co 

$23,591 

$90,601 

7.2 

2 

Bankers  Trust  N  Y 

17,147 

38,006 

3.3 

3 

Citicorp 

15,745 

58,396 

1.9 

4 

Chase  Manhattan  Corp 

15,400 

50,586 

2.1 

5 

US  Trust  N  Y 

11,357 

38,463 

52.3 

6 

Mfrs  Hanover  Corp 

9,986 

32,847 

2.7 

7 

Mellon  National  Corp 

7,848 

19,757 

3.5 

8 

First  Chicago  Corp 

7,645 

24,738 

2.3 

9 

Continental  Illinois 

7,500 

31,404 

2.9 

10 

Harris  Bankcorp 

7,470* 

16,332 

6.4 

11 

Marine  Midland  Banks 

7,000 

13,662 

1.6 

12 

BankAmerica  Corp 

6,800 

31,132 

1.4 

13 

Boston  Company 

6,400 

18,244 

54.5 

14 

Natl  Detroit  Corp 

6,325 

14,973 

3.7 

15 

Wilmington  Trust  Del 

6,119 

8,003 

15.2 

16 

Nortrust  Corp 

6,068* 

22,700 

10.6 

17 

First  Natl  Boston 

6,067 

23,879 

3.9 

18 

Chemical  New  York 

6,015 

32,599 

2.8 

19 

First  Bank  System 

6,000 

18,135 

4.3 

20 

Bank  of  New  York 

4,695 

30,652 

11.4 

21 

CleveTrust  Corp 

4,500 

11,590 

5.6 

22 

Western  Bancorp 

4,038 

24,283 

2.1 

23 

First  Union  St  Louis 

3,732  ** 

9,635 

8.4 

24 

Wells  Fargo 

3,621 

14,984 

1.9 

25 

Girard 

3,544 

13,679 

6.2 

26 

Security  Pacific 

3,372 

21,522 

2.4 

27 

Northwest  Bancorp 

3,272 

14,908 

3.5 

.28 

Charter  New  York 

3,230 

17,393 

3.0 

29 

Crocker  Natl  Corp 

3,101 

13,613 

2.4 

30 

Fidelcor 

3,000 

10,355 

5.2 

31 

Wachovia  Corp 

2,865 

8,805 

2.7 

32 

Detroitbank  Corp 

2,834 

9,681 

5.3 

33 

Trust  Co  of  Georgia 

2,700 

7,786 

6.4 

34 

National  City  Corp 

2,636 

7,447 

5.6 

35 

Lincoln  First  Banks 

2,603 

10,254 

6.0 

36 

Mercantile  Bankshares 

2,575 

9,519 

19.4 

37 

Provident  Natl  Corp 

2,500 

9,256 

5.5 

38 

Pittsburgh  National 

2,362 

10,222 

5.9 

39 

Fiduciary  Trust  Co  N  Y 

2,220 

7,991 

65.9 

40 

Hartford  Natl 

2,104 

8,001 

7.0 

41 

First  Penna  Corp 

2,100 

10,167 

2.2 

42 

CBT  Corp  Hartford 

2,025 

8,932 

7.1 

43 

Mercantile  Bancorp 

2,000 

6,721 

5.5 

44 

State  Street  Boston 

2,000 

13,995 

11.2 

45 

Citizens  &  Southern 

1,914 

8,066 

3.3 

46 

BanCal  Tri-State 

1,895 

9,893 

4.9 

47 

Mfrs  National  Corp  Det 

1,850 

3,922 

2.4 

48 

Republic  of  Texas  Corp 

1,736 

7,259 

2.7 

49 

Fidelity  Union  Bancorp 

1,700 

5,143 

6.6 

50 

First  Intl  Bancshares 

1,647 

8,319 

2.8 

t  Usu< 

ally  includes  corporate  trust  deportment 

income.         i  October  31,  1973 

*  Northern  Trust  Co.  only.          **  St.  Louis  Ui 

lion  Trust  only. 
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To  The  Rescue? 


If  the  capital  squeeze  gets  worse,  direct  investing 
by  pension  funds  may  well  have  to  fill  the  gap. 


A  i-i  w  years  u;o  all  you  needed  was 
a  Fancy  name  and  an  idea.  The  pub- 
lic wanted  new  issues— any  new  issues 
—and  Wall  Street  obliged.  Today  some 
of  those  hot  new  issues  are  bankrupt, 
and  others  are  selling  at  three  times 
earnings.  A  new  issue  is  as  popular 
with  investors  now  as  The  Washing- 
ton Post  is  in  the  White  House. 

tuse  you  can't  sell  new  issues, 
venture  capital,  too,  has  dried  up. 
What  do  the  venture  capital  people 
do  with  the  company  once  it  is  suc- 
cessfully launched?  Without  a  new- 
issue  market,  how  do  they  cash  in? 

Would-be  entrepreneurs  are  com- 
plaining that  they  are  suffering  be- 
cause venture  capital  is  in  hiding.  Is 
there  no  way  out  of  this  sad  state  of 
affairs— short  of  a  new  bull  market? 

A  glimmer  of  hope.  It  comes  from, 
of  all  places,  that  home  of  the  first- 
tier  stocks,  the  investment  depart- 
ment of  the  Trust  and  Investment  di- 
vision of  Morgan  Guaranty  Trust  Co. 
of  New  York.  The  Morgan  is  definite- 
ly not  going  into  the  venture  capital 
business.  That's  too  risky  for  its  pen- 
sion fund  and  other  fiduciary  clients. 
But  Morgan  is  beginning  to  get  its 
feet  wet  in  the  second  stage,  the  stage 
where  new  companies  need  refinanc- 
ing or  expansion  capital. 

What  Morgan's  investment  depart- 
ment does  is  put  up  equity  capital  or 
other  front  money,  then  help  arrange 
both  long-term  loans  and  bank  financ- 
ing, which  can  be  supported  by  the 
additional  equity  capital. 

The  man  in  charge  of  this  project 
is  Gilbert  Butler,  37,  an  intense  man 
with  a  fast  mind  for  numbers,  who 
heads  Morgan's  specialized  invest- 
ment portfolio.  "As  long  as  bond  and 
equity  markets  aren't  doing  the  job," 
says  Butler,  "we  feel  we  ought  to  try." 

As  we  said,  don't  go  to  Butler  with 
your  promising  invention  or  your  hot 
new  idea.  He's  not  a  venture  capital- 
ist. "We  are  looking,"  he  explains, 
"for  firms  with  at  least  S7  million  and 
less  than  $50  million  in  net  worth, 
and  with  an  earnings  and  dividends 
record.  Companies  of  this  size  often 
have  had  to  resort  heavily  to  short- 
term  bank  borrowings  in  the  past  two 
years.  These  companies  need  to  tap 
the  securities  markets  to  avoid  get- 
ting top  heavy  with  short-term  debt." 

Butler's  criteria  are  tough  ones.  He 
is  only  interested  in  companies  that 
are  earning  13%  to  15%  on  their  equity 
capital.  "What's  the  point  of  lending 
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Butler  of  Morgan  Guaranty 

money  to  a  company  that  is  earning  a 
9%  return  when  money  costs  you  12ci 
and  up?"  he  asks. 

A  few  years  ago,  investment  bank- 
ers would  be  camped  in  the  waiting 
rooms  of  such  corporations.  But  not 
today.  There  are  few-  places  today 
for  smaller  companies  to  raise  long- 
term  capital.  If  a  company  meets  his 
standards,  Butler  can  structure  a  deal 
for  it  in  several  ways,  all  involving  a 
degree  of  risk  on  Morgan's  part— and 
commensurate  potential  rewards. 

1)  The  bank  as  trustee  can  ar- 
range to  buy  property  and  lease  it  to 
the  company,  with  the  residual  value 
of  the  assets  accruing  to  the  investor. 
This  way,  the  bank  gets  both  a  lease 
deal  and  a  participation. 

2)  Where  farm  or  timberland  is 
involved,  Morgan  can  make  a  deal 
whereby  it,  as  subordinated  lender, 
will  share  in  the  appreciation  in  the 
value  of  the  property. 

3)  Morgan  can  make  a  subordinat- 
ed loan,  taking  part  of  its  reward  in 
the  form  of  a  percentage  of  the  sales 
growth  resulting  from  the  loan— a  so- 
called  sales  override. 

4)  Morgan  can  finance  a  new  sub- 
sidiary of  the  company,  with  the  lend- 
er sharing  in  the  subsidiary's  profits 
or  in  its  ownership. 


5)  Morgan  can  take  income  bonds, 
where  the  interest  rate  may  run  as 
high  as  15%  but  need  only  be  paid 
if  earned. 

6)  In  the  more  common  deal,  Mor- 
gan actually  takes  common  stock  in 
the  company  or  a  combination  of  stock 
and  subordinated  loans. 

What  good  is  equity  if  there  is  not 
much  of  a  market  for  stock  in  these 
smallish  companies?  Butler  gets 
around  this  by  arranging  to  take  a 
"put,"  which  gives  Morgan  the  right 
to  sell  the  stock  back  to  the  company 
either  at  a  preset  price/ earnings  ra- 
tio or  at  book  value.  The  bank  thus 
shares  in  the  increased  profit  or  as- 
sets that  result  from  its  financing. 

When  a  package  involves  both  com- 
mon stock  and  debt,  the  borrower 
gets  a  break  in  that  the  lending  rate 
on  the  debt  is  usually  fixed  a  point  or 
two  below  prime;  this  minimizes  the 
cash  burden  on  the  young  company. 

"Once  the  equity  and  long-term  loan 
base  has  been  established,"  Butler 
says,  "then  the  company  can  borrow 
short  term  from  the  banks."  Enter 
conflict-of-interest  problems:  Morgan 
insists  that  any  such  borrowing  be 
done  from  a  bank  other  than  Morgan; 
this  saves  the  bank  from  being  both 
an  owner  and  a  lender. 

Butler  won't  talk  about  any  spe- 
cific deals:  "These  are  all  private  and 
a  number  involve  privately  held  com- 
panies. I  can  only  say  that  we  have 
lent  to  lumber  companies,  agricultural 
companies,  real  estate  developers, 
mining,  retail  trade— all  kinds  of  com- 
panies. Most  of  our  participations  have 
been  in  the  $3-million-to-$5-million 
range,  although  right  now  we  are  do- 
ing a  larger  deal  for  a  California  agri- 
business firm  with  a  net  worth  of 
around  $100  million." 

Will  It  Catch  On? 

Will  Morgan  start  a  trend  with  this 
kind  of  deal-making?  Will  the  bank 
trust  companies  fill  a  vacuum  that  a 
dying  Wall  Street  has  all  but  aban- 
doned? This  remains  to  be  seen.  Not 
every  bank  has  Morgan's  resources  and 
knowhow;  others  will  want  to  wait 
and  see  how  Morgan  makes  out.  Also,  - 
there  are  some  complex  problems— 
for  example,  how  to  properh  and 
frequently  value  letter  stock  and  oth- 
er nonmarketable  illiquid  assets. 

At  any  rate,  Morgan  is  beginning 
to  make  an  intelligent  effort  to  fill  a 
serious  gap  in  the  U.S.'  capital-raising 
and  capital-allocating  apparatus.  It 
may  also  help  companies  to  remain 
private  without  sacrificing  gi 
and  events  of  the  past  few  years  havi 
shown  that  going  public  is  a  mixed 
blessing. 

Who  sa>s  all  trusl  departments  u 
stodgy  and  unimaginative?  ■ 
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Meet  our  competition  in  banking. 


We  have  none.  Because  no  other  computing  company  can  offer  your  bank 
what  we  can:  Complete  data  processing  services. 

Now  you  can  discuss  anything  from  a  full  line  of  banking  software  packages 

to  facilities  operation  with  one  company.  University  Computing 

Company.  The  one  that's  second  to  none. 

When  you  have  the  best  people,  you  have  the  best  product. 


UNIVERSITY  COMPUTING  COMPANY 

7200  Stemmons  Freeway  •  P.O.  Box  4791 1  •  Dallas,  Texas  75247 

A  Wyly  Company 


Where  you  compete,  we  compete. 
In  Amsterdam,  Antwerp,  Athens, 
Atlanta,  Bangkok,  Beirut,  Bogota, 
Bridgetown,  Brussels,  Caracas,  Cardiff 
Channel  Islands,  Chicago,  Dublin, 
Diisseldorf,  Frankfurt,  Geneva, 
Guatemala  City,  Hong  Kong,  Houston, 
Jakarta,  Kansas  City,  Kingston, 
London,  Los  Angeles,  Madrid,  Manila, 
Melbourne,  Mexico  City,  Milan, 
Munich,  Nairobi,  New  York, 
Panama  City,  Paris,  Rome,  Rotterdam 
San  Francisco,  San  Jose,  Sao  Paulo, 
Singapore,  Stockholm,  Sydney,  j 

Tokyo,  Toronto. 


A  global  network  of  45  cities.  A  full 
nge  of  banking  services.  Important  tools, 
it  by  themselves,  nothing. 

It's  how  we  use  these  resources  that 
ilps  you  compete  and  grow. 

And  it  starts  with  listening  carefully  to 
jur  situation  and  your  objectives.  All  the 
ay  through,  with  an  open  mind. 

Then  we  go  to  work. 

Often  we  are  able  to  do  things  that  other 
inks  can't  or  won't  do  —  and  bring  solutions 
you  faster  than  you're  used  to  seeing  fhem. 

That's  the  First  Chicago  style.  Direct, 
agmatic  and  responsive.  It's  how  we 
jmpete  with  the  other  international  banks. 
's  how  we  help  you  compete. 

A  HttJe  of  where  we've  been, 
what  we've  done. 

In  Italy,  a  foreign  company  needed  lira. 
■ur  solution  provided  a  very  favorable  local 
arrowing  rate  and  no  exchange  risks. 


In  Germany,  our  flexible  bridge 
financing  arrangement  helped  a  company's 
project  until  the  long  term  rates  came  down. 

In  Indonesia,  we  structured  an 
$80,000,000  private  placement  in  one  day, 
had  it  placed  in  less  than  a  week. 

In  Canada,  an  American  company 
needed  help  marketing  their  products.  First 
Chicago  Leasing  International  created  a 
multi-million  dollar  lease  program  for  their 
Canadian  dealers. 

In  Poland,  we  structured  the 
first  Eximbank  loan  authorized  for  them  in 
participation  with  a  U.S.  bank. 

In  America,  we  met  with  a  company 
on  Thursday,  came  back  on  Monday  with 
a  corporate  finance  idea  that  reduced  their 
need  for  funds  by  $1,300,000. 

In  England,  a  company  had  come  to  a 
dead  end  trying  to  raise  funds.  First  Chicago, 
Ltd.  arranged  a  parallel  private  placement 
with  a  Scottish  investment  trust. 

In  Greece,  we  created  a  unique 
revolving  credit  that  saved  a  shipping  group 
$1,1 00,000  over  traditional  financing 
methods  — in  just  seven  months. 

We're  out  to  help  you  compete  harder  in 
every  country  where  you  do  business. 

First  Chicago  services  are  the  same  as 
at  other  great  international  banks. 
Our  difference  is  in  our  style. 

It  comes  down  to  this. 

We  know  what  to  do,  we're  not  afraid 
to  be  the  first  ones  to  do  it.  That's  a 
competitive  bank.  One  that  stretches  to  help 
you  grow.  In  good  times  and  bad. 

If  our  way  makes  sense  to  you,  we  think 
alike.  And  we  ought  to  get  together  — no 
matter  where  you  compete.  Call  Bob  Haven 
(312)  732-59 1 7  to  get  things  started. 


The  First  National  Bank  of  Chicago 
You  compete.  We  compete. 


©  The  First  National  Bank  of  Chicago  Member  F.D.I  C. 


Pinnick  of  Grant  County  State  Bank 

Smalltown,  U.S.A. 

In  rural  Kansas,  the  prime  rate  is  8%. 

Grant  County  State  Bank  makes  good  money. 

And  its  president 

hopes  to  go  right  on  bucking  national  trends. 


Ulysses  is  a  farm  town  in  southwest- 
ern Kansas,  county  seat  of  Grant 
Count),  midway  between  Wichita 
and  Doner.  It  has,  among  other 
things,  4,379  people,  20  churches, 
three  new -ear  dealers,  one  (nontop- 
less)  go-go  dancer  and  a  local  bank 
with  assets  of  $26  million.  On  a  per- 
eapita  basis— excluding  the  go-go 
dancer,  a  nonresident  based  in  Okla- 
homa City— Ulysses'  Grant  County 
State  Bank  has  more  money  than 
New  York's  First  National  City  Bank, 
which  has  $46  billion  in  assets. 

There  is,  of  course,  a  flaw  in  the 
comparison.  Citibank,  though  the 
largest,  is  just  one  of  28  banks  in 
New  York  City,  while  Grant  County 
State  Bank  is  the  only  bank  in  Ulysses. 
In  fact,  it's  the  only  bank  in  all  of 
Grant  County,  an  area  half  the  size 
of  Rhode  Island.  The  nearest  competi- 
tor is  some  22  miles  west  in  neighbor- 
ing Johnson. 

The  average  New  Yorker  probably 
has  never  heard  of  Citibank  Chair- 
man Walter  Wriston,  but  it's  nearly 
impossible  to  find  anyone  in  Ulysses 
who  doesn't  know  Floyd  Pinnick.  As 
president  of  Grant  County  Bank,  Pin- 
nick sits  in  a  small,  glass-enclosed  of- 
fice, just  behind  the  four  tellers  on 
the  main  banking  floor.  He  is  visible 
to  all,  and  usually  ready  to  accommo- 
date customers  who  want  to  turn  a 
visit  to  the  bank  into  a  social  occasion. 

Floyd  Pinnick  is  out  of  the  main- 
stream of  U.S.  banking,  but  he  is 
hardly  an  anachronism.  Nearly  half  of 


all  banks  in  the  U.S.  are  in  towns 
like  Ulysses  with  populations  less  than 
5,000.  These  7,000  small  banks  have 
combined  assets  of  $40  billion,  only 
5%  of  the  nation's  total.  The  ma- 
jority of  them  are  still  a  major  force 
in  their  communities. 

In  many  ways  Floyd  Pinnick  is  a 
typical  country  banker.  He  is  a  Re- 
publican, community  activist,  pillar  in 
the  Methodist  Church.  He  graduated 
from  Kansas  State  University  in  1935 
with  a  major  in  rural  banking.  He 
married  the  daughter  of  the  town 
banker,  and  eventually  became  the 
bank's  major  stockholder.  Pinnick,  now 
60,  has  been  president  of  Grant 
County  Bank  since  1957. 

Contrary  to  what  you  might  ex- 
pect, Floyd  Pinnick's  house  isn't  the 
biggest  in  town— that  honor  goes  to 
a  local  contractor.  Pinnick  is  involved 
in  no  area  businesses  besides  the  bank. 
Over  the  past  few  years  he  has  given 
up  his  majority  ownership  of  bank 
stock  by  parceling  out  shares  to  his 
sons  and  to  three  young  officers  whom 
he  has  elevated  to  the  board  of  direc- 
tors. But  many  a  high-powered  big 
city  banker  could  envy  Pinnick's  15- 
minute  walk  to  work  and  his  posi- 
tion in  the  community. 

"We  have  the  responsibility  for  al- 
locating resources  here,"  he  says.  And 
he  points  with  pride  to  the  results. 
The  area,  once  the  center  of  the  Dust 
Bowl,  is  now  dotted  with  prosperous 
fains  and  a  miniature  industrial 
boomtown.   "We   made   a  lot  of   the 


initial  loans  for  pumps  and  motors  to 
get  irrigation  started,"  explains  Pin- 
nick. His  bank  also  helped  the  coun- 
ty's biggest  employers  get  going. 
These  include  a  locally  owned  trac- 
tor cab  company,  Ansel  Manufactur- 
ing, an  irrigation  pipe  company 
(whose  owners,  Pinnick  is  unhappy 
to  say,  sold  out  to  U.S.  Industries)  and 
the  largest  cattle  feedlot  in  Kansas. 

"Around  here,  people  can  see  what 
we're  doing  with  their  money,"  ex- 
plains Sam  Forrer,  a  bank  vice  presi- 
dent. "If  they  don't  like  it  they  can 
come  in  and  complain  to  the  folks 
who  make  the  decisions.  If  they're 
really  mad,  they  can  withdraw  their 
money  and  take  it  to  another  bank  or 
even  start  a  new  one  here."  That 
last  alternative,  of  course,  is  easier  said 
than  done.  New  bank  openings  in 
Kansas  average  only  three  a  year. 

Even  though  he  runs  the  only  bank 
for  miles  around,  Floyd  Pinnick  feels 
it's  unfair  to  label  him  a  local  mo- 
nopolist. "Seven  or  eight  nearby  banks 
are  strong  competitors,"  he  says.  "To  all 
our  country  customers,  where  they 
bank  is  just  a  matter  of  which  way 
they  turn  the  pickup  when  they  go  out 
the  driveway." 

Gone  are  the  days  when  farmers 
and  bankers  were  bitter  enemies.  The 
current  prosperity  of  Ulysses'  fanners 
makes  it  hard  to  find  critics  of  the 
local  lender.  "Floyd  has  always  run  a 
good  bank;  he  cooperates  with  every- 
body," says  Fred  Maxwell,  a  farmer, 
and  one  of  the  town's  few  Demo- 
crats. "Of  course,  he  and  I  never  talk 
polities  in  the  bank." 

One  of  Pinnick's  pet  peeves  is 
branch  banking,  which  is  forbidden 
by  Kansas  law.  "That's  one  of  the  rea- 
sons you've  got  ghettos  in  New  York 
City  "  says  Pinnick.  "The  fundamen- 
tal financial  institutions  aren't  run  1>\ 
people  who  live  in  those  neighbor- 
hoods. All  a  branch  manager  cares 
about  is  moving  to  the  main  office, 
but  my  bread  and  butter  depends  on 
how  I  serve  my  customers."' 

The  rule  of  thumb  among  small 
bankers  is  that  no  more  than  60%  o) 
total  assets  should  be  on  loan  at  anj 
time.  The  rest  of  a  bank's  money  is 
invested  in  cash,  municipal  bonds 
or  low-risk  government  securities.  Thai 
gives  Pinnick  about  $16  million  to  use. 
and— as  usual— he's  loaned  to  the  lim 
it.  Over  half  the  money  is  out  on 
operating  loans  to  farmers;  most  ol 
the  rest  goes  to  businessmen.  The 
bank  avoids  long-term  home  loans. 

Pinnick  doesn't  have  to  worrj  about 
Penn  Centrals  or  Lockheeds,  but  the 
business  is  not  without  risk. 

"The  higher  our  loan  percentage 
gets,  the  more  restless  I  am  at  night," 
he  says.  "This  is  iisk\  country."  A 
big-time  farmer  can  borrow    neai    tin 
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•  It 


For  the  first  six  months  of  1974,  TV  Guide  circulation  averaged  20,000,000 

copies  per  week.  (With  circulation  bonuses 

per  issue  running  as  high  as  2,000,000.) 

Growing  reader  interest  attracts  growing  advertiser 

investment.  First  half  ad  pages  are  up  95. 

PIB  ad  revenues  are  ahead  15%. 

Performance.  It's  the  best  friend  an  advertising  dollar  has. 

We're  big.  We're  efficient.  We  get  read.  You  get  read. 

Source:  Publishers  estimates      TRIANGLE  PUBLICATIONS,  INC. 


The  Competitive  Edge. 

Often  the  difference  between  profits  and  losses-growth  and  stag- 
nation. In  export  trade,  it  means: 

•  offering  credit  terms  equal  to  or  better  than  your  competition 

•  providing  such  terms  in  over  150  foreign  markets  at 
little  or  no  risk  to  you 

•  financing  your  export  receivables  at 
favorable  bank  rates 

FCIA,  in  cooperation  with  Eximbank, 
provides  the  competitive  edge  for  U.S.  ex-         £*#%# 
porters.  The  insurance  protection  afforded  Kfji^f 

under  FCIA  programs  eliminates  the  fear  £ftV)*   ^Jfifr 
of  potential  credit  losses  due  to  non-  #%//>*         Cpph 
payment  for  either  commercial  or  t90ltr   *Nq§     *"fT  . 
political  reasons.  Moreover,  an  FCIA  A«K  Qp     QC^*^      && 

policy  is  recognized  as  solid  collateral  «*-  ~a. 

by  over  500  financial  institutions 
throughout  the  U.S. 

FCIA-a  marketing  and  fi- 
nancing tool  that  gives  you  the 
competitive  edge. 


Foreign  Credit  Insurance  Association 
One  World  Trade  Center-  9th  Floor 
New  York,  N.Y.  10048 
and  in:  Atlanta,  Chicago,  Cleveland, 
Houston,  Los  Angeles,  Milwaukee, 
San  Francisco,  Washington,  D.C. 


the  man  you  want 

to  succeed 

reads 

Forbes 


bank's  $240,000  lending  limit,  and 
hail  or  a  bad  wheat  market  can  wipe 
him  out.  New  business  ventures  aren't 
as  safe  as  conventional  loans,  but 
Pinnick  knows  he  can't  walk  away 
from  them.  Examples:  a  group  of 
farmers  who've  begun  a  natural-food 
canning  plant  and  an  Indiana-based 
popcorn  processing  operation  the 
bank  helped  finance. 

Homegrown  Millionaire 

Despite  some  loan  losses,  of  late 
Grant  County  Bank  has  earned  good 
money— thanks  partly  to  top  commod- 
ity prices.  "We  figure  a  small  bank 
ought  to  net  1%  after  taxes  on  its  total 
assets,"  says  George  Sisler,  a  Chicago- 
based  consultant  specializing  in  bank 
acquisitions.  Pinnick's  bank  just  about 
made  it:  It  earned  $241,000  in  1973 
—a  12%  return  on  equity.  Sisler  esti- 
mates that  a  controlling  interest  in 
the  typical  country  bank  is  worth 
about  1.5  times  book  value.  On  this 
basis,  with  Grant  County's  book  of 
nearly  $2  million,  Pinnick's  near-ma- 
jority stock  interest  makes  him  a  home- 
grown millionaire,  even  though  he 
doesn't  live  like  one. 

One  reason  that  Pinnick's  near  mo- 
nopoly does  not  yield  monopoly-style 
profits  is  that  he  does  not  charge  bor- 
rowers what  the  market  would  bear. 
"Our  prime  rate  here  is  8%,"  he  says. 
"You'll  get  it  if  we  don't  think  we'll 
have  to  worry  too  much  about  you. 
Interest  is  one  of  a  farmer's  biggest 
expenses,  and  our  people  don't  like 
to  see  it  bobbing  up  and  down  after 
we've  set  up  a  deal.  We  only  change 
the  rate  from  year  to  year. 

"We  can  stay  pretty  removed  from 
the  money  markets  because  our  main 
industry— agriculture— develops  its  own 
capital,"  he  explains.  "And  remember, 
we're  tapping  a  little  different  source  of 
funds."  His  bank  attracts  about  25%  of 
its  assets  with  time  deposits,  including 
5%  passbook  accounts.  Pinnick  has 
pulled  in  another  $2  million  in  cash 
from  his  more  affluent  customers  by 
selling  them  participations  in  the 
bank's  government-backed  Small 
Business  Administration  and  Farmers 
Home  Administration  loans.  These 
pay  savers  up  to  8%. 

Meanwhile,  Grant  County  State 
Bank  goes  on  loaning  money  profitably 
at  8%.  Farmers  in  Ulysses  are  reaping 
the  benefits  of  two  prosperous  years 
in  a  row— though  some  vow  they  could 
use  a  little  more  rain  right  now.  And 
Floyd  Pinnick  eagerly  awaits  the  com- 
pletion of  a  new  $800,000  building 
—with  four  drive-in  windows— that  is 
under  construction. 

"It  might  just  be,"  he   says,   lean 
ing   back    in    his    swivel    chair,    "that 
we've  got  the  best  little  bank   in  the 
whole  world."   ■ 
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The  Fort  Worth  National 
Corporation  is  now  called  Texas 
American  Bancshareslnc. 


The  Fort  Worth  National  Corporation  has 
changed  its  name  to  Texas  American 
Bancshares  Inc. 

The  reason  for  the  change  is  that  we've 
simply  outgrown  our  former  name.  We  now 
have  subsidiary  banks  in  Houston,  Dallas, 
Amarillo,  Midland,  and  Levelland,  in 
addition  to  our  lead  bank,  The  Fort  Worth 
National. 

Our  new  name  reflects  more  accurately 
the  statewide  nature  of  our  operations,  and 
we've  adopted  a  new  logotype  to  register 
the  name  graphically. 
Our  holdings  now  include: 
The  Fort  Worth  National  Bank 
Southern  National  Bank,  Houston 
Exchange  Bank  &  Trust  Company,  Dallas 
American  National  Bank,  Amarillo 
Commercial  Bank  &  Trust  Co.,  Midland 


Levelland  State  Bank,  Levelland 
The  Fort  Worth  National  Company  of 
Texas 
In  addition  to  the  wholly  owned 

subsidiaries  above,  we  hold  an  approximate 

25%  interest  in: 
Bank  of  Fort  Worth 
Central  Bank  and  Trust,  Fort  Worth 
North  Fort  Worth  Bank 
Riverside  State  Bank,  Fort  Worth 
Tarrant  State  Bank,  Fort  Worth 
We're  now  the  sixth  largest  bank  holding 

company  in  Texas,  where  multibanking  is 

creating  a  dynamic  new  era.  We're  glad  to 

be  a  part  of  it. 

TEXAS  AMERICAN  BANCSHARES  INC. 
P.O.  Box  2050,  Fort  Worth,  Texas  76101 
Phone  (81 7)  338-8671 


TEXAS  AMERICAN 

BANCSHARES 

INC.  i 


NASDAQ  Symbol:  TABS 


Any  Number  Can  Play 


While  the  big  get  bigger  in  banking,  the  small  have  been  getting  more  numerous. 


In  these  capital-short  days,  bank- 
ing may  be  the  last  stand  of  the  en- 
trepreneur. Only  McDonald's  ham- 
burger chain  opened  more  outlets 
last  year  than  did  the  banking  author- 
ities. A  record  total  of  327  banks 
opened  their  doors  last  year,  a  46% 
increase  over  1973.  About  three- 
fourths  were  state  charter  banks 
(which  doesn't  make  the  Federal  Re- 
serve Board  happy,  see  p.  44),  in  con- 
trast with  the  last  record  year,  1964, 
when  national  charters  dominated. 

While  the  federal  Comptroller  of 
the  Currency  has  tightened  up  on  new 
banks,  the  trend  in  some  states  verges 
on  what  might  be  called  a  vault  rush. 
Florida  and  Texas  alone  opened  94 
new  banks  in  1973,  and  applications 
for  126  more  are  pending  in  Texas. 

Big  money  has  been  made  in  open- 
ing new  banks.  During  the  past  five 
years  alone  their  profits  may  have 
totaled  as  much  as  a  half-billion  dol- 
lars. In  some  states,  however,  like  New 
Jersey,  the  saturation  point  has  been 
reached  and  competition  is  beginning 
to  drive  bank  stock  prices  down. 

Some  of  these  new  banks  are  really 
disguised  branch  banks— especially  in 
Texas,  where  the  constitution  forbids 
true  branch  banking.  They  are  begun 
by  holding  companies,  which  spon- 
sor an  affiliate  de  novo  and  acquire 
virtually  all  the  stock.  But  the  ma- 
jority of  new  banks  are  started  by  a 


local  group  of  businessmen  or  pro- 
fessionals. Five  people  can  start  a  na- 
tional bank  with  an  average  of 
$250,000  in  capital-if  they  can  get  a 
charter.  To  get  one  they  must  prove 
that  there  is  a  strong  financial  base  «- 
and  need  for  a  new  bank. 

Typical  is  the  grandly-named 
North  American  Bank  &  Trust  Co.  of 
Wolcott,  Conn.,  which  was  organized 
by  20  men  led  by  Richard  Barbieri, 
who  is  with  a  Waterbury  auto  finance 
company.  The  bank  opened  its  doors 
last  fall.  Wolcott,  a  Waterbury  suburb 
of  14,000,  already  contains  branches 
of  two  other  big  Connecticut  bank 
systems,  but  as  the  site  of  a  new  in- 
dustrial park  it  looks  like  a  growth 
area.  Time,  therefore,  was  of  the  es- 
sence in  launching  the  new  bank. 
Connecticut  is  a  branch  banking 
state,  but  still  retains  what  is  called 
"home  office  protection."  This  means 
no  other  bank  can  branch  anew  into 
your  town  once  the  doors  are  open. 

It  took  the  Wolcott  people  two 
years  to  complete  legal  and  market- 
ing paperwork  and  push  the  applica- 
tion, on  a  second  try,  past  the  state 
banking  commissioner.  As  president, 
the  group  hired  Sheldon  Pollack  from 
the  big  National  Bank  of  North  Amer- 
ica, where  he  was  the  No.  Two  man 
in  the  Westchester  County  district. 
Before  the  doors  were  opened,  the  in- 
corporators had   to  sell  stock  to  the 


Banker's  Rite.  New  banks  do  not  lure  deposits  only  by  hoopla  such  as  that 
below,  which  marked  the  opening  of  Wolcott,  Conn.'s  North  American  Bank 
&  Trust  Co.  A  personal  stock  interest  in  the  new  bank  often  adds  incentive. 


public:  In  Connecticut  insiders  can 
own  only  40%  of  a  new  tank.  The 
stock  sale  was  oversubscribed. 

So  far  so  good.  But  how  do  you 
lure  deposits  into  a  brand-new  bank? 
New  banks  often  generate  deposits 
out  of  their  own  stockholders.  They 
will  often  require  written  agreements 
from  all  founding  shareholders  that 
they  will  place  their  own  deposits, 
both  demand  and  time,  in  the  new 
bank.  Beyond  this,  to  pull  in  deposits, 
the  new  Wolcott  bank  carried  out  a 
very  active  program  of  personal  visits 
by  the  founders  to  prospective  de- 
positors. It  also  used  some  not-so-sub- 
tle lures:  As  there  were  more  sub- 
scribers for  shares  than  there  were 
shares  available,  prospective  investors 
were  given  to  understand  that  an  al- 
lotment of  shares  and  a  deposit  pledge 
would  go  hand  in  hand.  "Subscribers 
understand  that  the  way  they  are  go- 
ing to  make  'their  bank'  successful," 
says  President  Pollack,  "is  by  put- 
ting their  own  money  in  it." 

Oh,  To  Be  a  Banker! 

Several  benefits  accrue  quickly  to 
people  who  get  in  on  the  ground 
floor  of  a  new  bank.  Some  are  in- 
tangible. "It's  the  prestige  of  being  a 
banker  as  well  as  the  opportunity  for 
making  money,"  says  Roy  Beck  of  the 
regional  bank  stock  firm,  John  J.  Ryan 
&  Co.  of  New  Jersey.  "Look,  a  guy  who 
became  a  millionaire  as  a  junk  dealer 
is  looked  upon  as  just  a  junk  dealer 
in  his  community.  He  still  wants 
respectability  and  stature.  The  bank 
gives  it  to  him,  plus  a  potential  profit." 

Not  usually  overnight.  A  baby  bank 
can  expect  to  lose  $50,000  or  more 
the  first  year.  However,  there  are  im- 
mediate rewards  to  the  big  share- 
holders if  not  to  the  small  ones. 

For  one  thing,  incorporators  and 
officers  arc  immediately  privy  to  many 
of  the  important  deals  being  hatched, 
in  the  community.  Even  without 
abusing  their  trust  or  breaking  the 
laws,  insiders  can  profit  I  mm  then 
banking  ties:  Knowledge  is  power. 

The  big  lure,  of  course,  is  capital 
gains.    As    deposits    accumulate,    loans 

are    made    and    earnings    commence. 

Market  makers  like  Ryan  in   New    Jei 
sey  or  Allen  C.   Kwing  &  Co.  in  Flori 

da  may  be  brought  in  to  trade  the 
stock.  Or  the  hank,  like  the  one  in 
Wolcott  where  the  stock  has  run  up 
quickly  from  $10  to  $21  a  share,  m.i\ 
be  ((intent  with  the  sei\  [( cs  oJ  a  local 
broker.  Or  the  shares  may  continue 
to    he    tightly    held    and    hard    to    pi\ 
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THE  FIRST  NATIONAL  BANK 
DASH  MANAGEMENT  SYSTEM. 


THE  COLLECTOR. 

In  a  cash  management  system,  a  few 
ours'  difference  could  actually  mean  a  differ- 
nce  of  two  days  or  more. 

At  First  National  Bank  in  St.  Louis, 
-dth  our  First  Union  Group  affiliations,  we  can 
•ut  those  few  hours  on  your  side. 

For  one  thing,  mail  flows  faster  in 
>t.  Louis  than  it  does  almost  anywhere  else  in 
he  country.  So  money  generally  reaches  a 
^irst  National  lock  box  sooner. 

For  another,  Missouri  is  the  only  state 
yhich  has  two  Federal  Reserve  District  Head- 
luarters:  at  St.  Louis  and  Kansas  City, 
^hrough  our  First  Union  Group  of  banks, 
ve're  on  the  spot  in  both  places. 

So  we  can  offer  you  a  new  concept  in 
ock  box  banking. 

Two  cities  work  for  you  to  reduce  mail 
ind  clearing  float  in  Mid-America.  Your  funds 


THE  DISBURSER. 

can  thus  be  collected  and  concentrated  into 
one  account  swiftly.  Automatically. 

And  when  it  comes  to  disbursing  your 
money,  you  can  take  advantage  of  our  benefi- 
cial disbursement  points  throughout  Missouri. 

At  First  National  Bank  in  St.  Louis, 
that's  how  we  put  time  on  your  side. 

Our  collection  system  can  beat  a  clearing 
deadline  by  an  hour.  And  give  you  additional 
money  for  an  extra  day. 

Our  disbursal  system,  including  zero  bal- 
ance accounts,  can  allow  you  a  day  longer  to 
work  with  your  money. 

Fast  coming  in.  Slow  going  cut. 

In  effective  cash  management,  isn't  that 
what  it's  all  about? 

Talk  it  over  with  us  soon.  Just  call  Bob 
Schmidt,  Cash  Management  Division,  at  (314) 
342-6611. 


First  National  Bank  in  St.Louis  fd.c 

We  put  time  on  your  side. 


WHAT  THE  FORBES  500 

HAS 
THAT  THE  OTHER  500 

HASN'T. 


How  many  times  have  you  heard  a  corporation 
referred  to  (in  reverential  tones)  as  a  "Fortune  500 
company"?  Sounds  pretty  impressive,  doesn't  it? 
And  it  is— as  far  as  it  goes. 

At  FORBES,  we  think  it  doesn't  go  far  enough. 
Because  the  FORTUNE  500  ranks  only  the  top 
industrial  corporations.  And  bases  its  rankings  on 
revenues  alone. 

This  leaves  you  wondering,  quite  properly,  how 
the  large  non-industrials  rank.  AT&T,  for  instance, 
has  never  been  a  FORTUNE  500  company,  yet  it's  far 
and  away  the  largest  American  corporation  in  assets 
and  certainly  one  of  the  largest  in  revenues.  And  what 
about  Sears,  Roebuck  &  Co —  the  Great  A&P  Tea 
Company . . .  Safeway  Stores ...  or  J .  C.  Penney  Co.  ? 
Where  are  BankAmerica,  the  railroads,  the  airlines? 

Who's  Really  On  First? 

The  FORBES  500,  on  the  other  hand,  ranks  the 
top  500  companies  without  regard  to  type  of 
industry.  And  in  four  dimensions  — not  just  one.  We 
believe  our  measures  of  the  "bigness"  of  companies 
are  more  realistic . . .  more  revealing . . .  more  useful  to 
the  business  world  and  to  investors.  Here's  how  we  do  it . 

The  Big  Four 

To  FORBES,  the  dimensions  of  a  company  are 
broader  than  just  its  annual  revenues.  General 
Motors,  for  instance,  has  been  Number  One  on  the 
FORTUNE  500  list  for  many  years.  Yet  how  often  has 
GM  been  first  in  profitability?  First  in  assets?  First 
in  market  value? 

So  because  FORBES  believes  these  are  the  really 
meaningful  ways  to  measure  a  company's  annual 
progress,  we  rank  the  top  500  in  four  separate 
dimensions: 

•  The  top  500  ranked  according  to  revenues; 

•  The  top  500  ranked  according  to  profits; 

•  The  top  500  ranked  according  to  assets; 

•  The  top  500  ranked  according  to  stock 
market  value. 


We  then  present  a  combined  list  of  all  the 
companies  that  are  ranked  in  one  or  more  of  our 
four  lists,  so  that  our  total  listing  ultimately  includes 
over  800  top  American  corporations. 

This  is  very  important  information  to  a  lot  of 
very  important  people. 

What  Do  You  Read? 

Less  than  two  years  ago,  the  Chief  of  Audits  for 
the  IRS  advised  FORBES  that  90  percent  of  all  taxes 
collected  each  year  from  the  1.4  million  corporations 
in  America  were  paid  by  the  1,500  largest  companies. 
This  means  that  about  l/10th  of  1%  have  90%  of  the 
total  corporate  clout. 

So  because  of  the  enormous  concentration  of 
power  and  influence  held  by  these  relatively  few  top 
corporations,  FORBES  recently  commissioned  the 
world's  leading  specialists  in  research  surveys,  Erdos 
&  Morgan,  Inc.,  to  conduct  a  business  magazine 
readership  study.  To  give  the  study  more  impact,  we 
asked  them  to  survey  corporate  officers  in  the  1,300 
top  companies  named  in  FORTUNE'S  May  (first  500 
industrials),  June  (second  500  industrials)  and  July 
(50  top  companies  in  six  non-industrial  classifications) 
issues. 

Almost  Everybody  Reads  FORBES 

The  study  proves  that  among  the  major  decision 
makers  who  control  most  of  the  action  in  American 
business,  FORBES  is  read  regularly  by  29  percent 
more  corporate  officers  than  BUSINESS  WEEK . . . 
and  outranks  FORTUNE,  TIME,  NEWSWEEK  and 
U.S.  NEWS  by  an  even  greater  percentage  of  readers. 

Now,  Our  Message. 

We  believe  that  the  FORBES  500  is  a  more 
relevant  measure  of  corporate  bigness  than 
FORTUNE'S.  And  we  know  that  FORBES  is  the  most 
effective  and  efficient  way  to  reach  the  real  center 
of  power  and  influence  in  American  business. 


Forbes 

capitalist  tool 


out   of   the   hands   of   the   founders. 

If  the  fledgling  bank  is  successful, 
it  may  acquire  other  banks  or  itself 
be  acquired  by  an  expanding  bank 
holding  company.  At  last  count  about 
80%  of  the  insured  commercial  banks 
in  the  nation  had  under  $25  million 
in  deposits.  Many  of  them  are  for  sale 
—if  the  price  is  right.  Small  banks 
are  tempting  targets  for  holding  com- 
panies that  don't  wish  to  endure  the 
trouble  or  expense  of  setting  up  a  new 
branch  in  a  growing  community. 

Purchase  prices  for  these  exchanges 
of  stock  have  ranged  up  to  three 
times  book  value.  A  200%  premium 
is  not  unusual,  although  the  Federal 
Reserve  Board  has  taken  a  jaundiced 
view  of  anything  over  that.  And  you 
can't  sell  your  new  bank  as  soon  as 
the  ink  is  dry  on  the  charter.  The 
Fed  and  most  states  look  askance  at 
any  sellout  of  a  bank  in  business  for 
less  than  five  years. 

Too  Much  Banking? 

What  may  eventually  kill  this  gold- 
en goose  is  overbanking.  And  in  the 
34  states  with  statewide  or  district 
branching  laws  the  trend  is  to  ever 
greater  competition  and  concentration 
among  holding  companies. 

The  Florida  banking  explosion 
seems  to  have  abated  for  the  time 
being  after  65  banks  were  opened 
there  last  year,  48  of  them  state  banks. 
A  federal  grand  jury  is  looking  into 
the  chartering  practices  of  State  Con- 
troller Fred  O.  Dickinson.  Dickinson 
has  an  advisory  panel  which  includes 
President  Nixon's  friend  Charles 
(Bebe)  Rebozo. 

The  states  of  Louisiana,  Georgia 
and  Illinois,  however,  may  turn  into 
good  new  bank  states  before  long. 
Louisiana  and  Georgia  are  on  the 
verge  of  breaking  out  of  old  bank 
codes  which  have  restricted  individ- 
ual banks  to  parish  and  county  areas. 
Illinois,  the  last  major  U.S.  money 
center  to  prohibit  all  forms  of  branch 
banking  and  multibank  holding  com- 
panies, is  being  pushed  by  foreign 
banks  and  federal  savings  banks, 
which  are  thumbing  their  noses  at 
antibranching  "laws. 

So  the  boom  goes  on,  and  some- 
times even  shaky  situations  can  seem 
attractive.  Former  Internal  Revenue 
Service  Chief  Mortimer  Caplin  is  one 
of  the  hopeful  new  stockholders  of 
Public  National  Bank  of  Washington, 
which  has  gone  through  several  own- 
erships, including  Detroit's  Parsons 
group,  and  is  down  $6.3  million  in 
deposits  since  Jan.  1. 

It's  a  paradox.  Banking  is  one  of 
the  most  sophisticated  and  most  cap- 
ital-intensive industries  around  these 
days,  and  yet  it's  still  a  business  that 
almost  anyone  can  break  into.  ■ 


Does  United  believe  you  should 
Buy?  Hold?  Sell? 

Utility  Stocks 

Facts,  figures,  individual  analysis,  and  appraisal  of  risk 
AmElecPwr  Cent  Maine    Gulf  States         Montana  Pwr      PubServNM 
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Plus  this  Bonus  Report 


consider  BOnClS 

This  United  Report  appraises  the  profit  potential, 
the  income,  and  risk  in  four  kinds  of  bonds 
and  recommends  5  Bonds  for  Income,  5  Bonds 
for  Growth,  5  Convertibles,  and  5  Short  Term 
Federal  Obligations. 


Plus  a  4-week  subscription  to  United  Reports. 

-  FILL  OUT  COUPON  AND  MAIL  TODAY" 

This  entire  package 


name  (please  print) 


^NTTEDlftga^Semce 


Only  $2.    D  $2.25  Airmail 

4  weeks  of  United  Reports 
alone  is  a  $7  value. 

Please  send:    . 

•  Utility  Stocks 

Report  FM-35 

•  Bonds  Report 

•  4  Weeks  ol  United  Reports 


L21 0  Newbury  St. ,  Boston,  Massachusetts  021 1 6 
Oiler  ooen  io  new  Guest  Subscribers  oni/      No  itlttman  will  call.       Noi  asstgnnble  wnnoui  your  consent 


Hey,  J.  waiter  Thompson 


Among  the  largest  companies  on 
your  client  list  (or  their  parent 
companies),  over  twice  as  many 
corporate  officers  read  FORBES 
regularly  as  read  U.S.  NEWS  & 
WORLD  REPORT. 


Source:  Erdos  and  Morgan,  Inc.  1/72. 
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The  Numbers  Game 


(Expletives  Deleted) 

Watching  the  Franklin  National  Bank  situation  should 
have  been  rather  like  watching  the  tail  end  of  a  Monopoly 
game.  You  remember  the  scene:  The  hapless  player  (read 
Franklin)  lands  on  Park  Place  (read  Park  Avenue).  He  is 
asked  for  enormous  rent  for  his  luxurious  accommodations. 
So  our  unlucky  player  must  tear  down  his  hotels  and  mort- 
gage his  properties  to  raise  cash.  In  a  little  over  two  years, 
Franklin  National  reduced  its  property  holdings— from  $35 
million  at  the  end  of  1971  (just  before  it  moved  into  its 
new  headquarters  at  450  Park  Avenue)  to  $14  million  at 
the  end  of  1973.  In  1972  and  1973  it  sold  $24.5  million 
worth  of  buildings  and  leased  them  back. 

The  rest  is  history— a  loss  of  as  much  as  $39  million  in 
foreign  currency  transactions  and,  according  to  Italian 
wheeler-dealer  Michele  Sindona,  another  loss  of  $5  million 
on  securities  transactions.  The  bank  lost  almost  a  quarter 
of  its  deposits  in  the  first  five  weeks  after  its  problems 
became  public. 


moved  from  the  glossy,  happy  annual  report.  No  rising 
sun  in  the  10-K.  Strictly  a  falling  star.  Any  stockholder 
who  read  and  understood  it  might  well  have  bailed  out.' 

Item  after  item  in  the  10-K  pictured  a  company  unable 
to  keep  up  with  the  treadmill  it  had  jumped  onto,  and 
seemingly  too  weary  even  to  step  off. 

For  a  start,  the  10-K  showed  that  the  rise  in  yield  on 
loans  lagged  behind  the  rates  the  bank  had  had  to  pay 
to  acquire  the  funds.  "Indeed,"  the  10-K  continues,  "at  times 
during  1973,  the  rates  paid  for  such  funds  exceeded  the 
yields  earned  on  such  loans."  In  other  words,  there  were 
times  when  Franklin  lost  money  when  it  lent  money. 

There  was  an  item  entitled  "Federal  Funds  Borrow  edl 
and  another  entitled  "Other  Liabilities  For  Borrowed  Mon- 
ey." These  represent  highly  volatile,  very  short-term  mon- 
ey borrowed  by  banks,  sometimes  almost  literally  over- 
night. Franklin's  annual  report  showed  an  increase  of  72.5% 
in  the  purchase  of  such  funds.  What  it  did  not  show 
was  that  the  average  interest  rate  Franklin  had  to  pay 
on  those  funds  was  8.88%,  a  rate  higher  than  the  average 
yield  it  earned  on  any  form  of  loan  outstanding. 


How  did  it  all  happen  so  suddenly?  Only  a  month  or  so 
before  the  roof  caved  in,  Franklin  had  released  its  1973 
annual  report.  The  cover  showed  the  sun  in  all  its  glory 
against  a  sky  of  vivid  red,  orange  and  yellow.  If  ever  there 
was  a  report  bright  with  hope  and  promise,  it  was  Frank- 
lin's annual  report. 

Nor  was  the  narrative  itself  any  less  optimistic.  "Frank- 
lin," Chairman  Harold  V.  Gleason  reported  glowingly  to 
stockholders,  "is  ideally  suited  by  corporate  temperament 
and  tradition  to  adapt  quickly  to  the  vast  revolution- 
ary changes  anticipated  in  the  new  local,  national  and 
world  order." 

Sounds  like  our  bank  did  alright.  Well,  there  was  a 
disquieting  increase  in  interest  expense,  from  50%  of  op- 
erating expenses  in  1972  to  68.5%  in  1973.  But  then  all 
banks  had  that  problem  in  1973,  and  accountants  Ernst 
&  Ernst  had  given  the  report  a  "clean"  opinion— no  caveats; 
in  their  opinion  the  financial  statements  fairly  reflected 
Franklin's  financial  condition  at  the  end  of  1973. 

Alas,  then,  the  stockholders  had  no  warning? 

Ah,  but  they  did.  Trouble  is  that  few  of  them  ever  get 
to  read  a  Form  10-K,  that  detailed  document  all  nation- 
ally-traded corporations  must  file  with  the  Securities  &  Ex- 
change Commission  and  which— as  we  will  explain  later— 
is  rather  hard  for  the  general  public  to  come  by  although 
it  is  a  public  document. 

Banks  don't  have  to  file  10-Ks.  They  are  specifically 
excluded  from  the  requirement.  But  bank  holding  com- 
panies do.  Franklin  was  a  holding  company.  Implicit  in 
Franklin's  10-K  was  a  corporate  horror  story,  worlds  re- 


Overall,  the  spread— the  difference  between  the  average 
yield  earned  and  the  average  rate  paid— was  a  beggarly 
0.94%,  down  from  1.91%  the  year  before,  which  was  no! 
great  shakes  itself.  If  a  stockholder  had  studied  these  fig- 
ures he  should  have  been  alarmed  as  interest  rates  climbed 
this  year.  (The  overnight  rate  recently  was  12.38%.)  But 
he  would  have  looked  in  vain  for  such  information  in  the 
annual  report.  It  was  only  in  the  10-K. 

Then  the  10-K  got  to  loan  losses.  The  valuation  re- 
serve, as  the  10-K  (but  not  the  annual  report)  explains, 
"is  the  only  portion  of  the  reserve  available  for  loan 
charge-offs."  If  more  loans  go  sour  than  the  valuation  re 
serve  can  handle,  the  balance  must  come  straight  out  of 
earnings.  Franklin's  valuation  reserve  declined  from  $20 
million  in  1969  to  $10  million  in  1973.  In  the  same  period, 
its  loans  almost  doubled,  from  $1.5  billion  to  $2.8  billion.] 
The  10-K  writers  thought  this  contrast  important  enough 
to  emphasize.  The  annual  report  didn't  mention  it  at    il 

In  fact,  what  the  annual  report  did  say  on  the  subjecl 
was  positively  misleading.  A  footnote  in  the  1973  annual 
report  states  that  the  year's  provision  for  bad  debts  ac- 
tually exceeded  by  $1  million  the  minimum  amount,  which 
is  based  on  a  rolling  five-year  average  of  loan  loss  ex- 
perience. Sounds  very  conservative. 

A  glance  at  the  10-K  quickly  killed  this  assumption 
In  mentioning  the  same  transaction,  the  10-K  pointed  out 
why  the  loan  write-off  exceeded  the  formula.  The  reason 
was  that  actual  loan  losses  had  also  exceeded  by  $1  mil 
lion  what  the  formula  covered.  So,  there  had  been  noth- 
ing conservative  about  the  bank's  accounting.  The  annual 
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rou're  thinking  be 
need  for  company  expansion.  Youf*e  n^t 
convinced  in-house  financing  is  best. 
You  want  to  study  about  a  dozen 
alternatives.  And  then  pick  the  best. 


Carry  that  thinking  further. 
Bring  your  financial  future  to  us. 
The  NORTHERN  TRUST  BANK. 

50  South  LaSalle  Street  at  Monroe,  Chicago  60690.  (31 2)  346-5500  •  Member  F.D.I.C. 

THE  NORTHERN   TRUST   INTERNATIONAL   BANKING    CORPORATION 
One  World  Trade  Center,  Suite  3941,  New  York,  New  York  10048 


Trust 
Northern 


Until  now,  the  first  warning 
sign  of  breast  cancer  has  been 
to  suddenly  feel  a  lump. 


The  GE  Spectrotherm 

A  new  weapon  in  the  battle 

against  breast  cancer 


The  sooner  breast 
cancer  is  detected,  the 
greater  the  chance  of 
successful  treatment. 
That's  why  it's  so 
important  that 
a  woman 
examine  her 
breasts 
monthly.  This 
is  how  95%  of 
all  breast  cancer 
is  first  dis 
covered. 

But,  unfortunately,  it's 
not  a  foolproof  measure 
In  many  cases,  by 
the  time  a  tumor  is  big 
enough  to  be  felt, 
the  cancer  has  already 
spread  to  other  parts  of  the  body.  This  is 
particularly  true  if  the  tumor  has  started 
deep  within  the  breast. 

Now  General  Electric  has  a 
jway  to  help  doctors 
detect  breast  cancer 
at  its  earliest  stages. 

TheGE 
Spectrotherm. 

The  Spectrotherm 

Complete  examination  in  a  few  minutes       j„    r\r\    \r\frctrf*r\    cr'QTI 

ning  unit.  It  can  detect  the  heat  from  a 
tumor  (or  another  source)  deep  inside  the 
breast.  A  tumor  nearly  always  gives  off 
more  heat  than  the  tissue  surrounding  it. 

It's  a  simple  procedure  which  can 
identify  an  area  for  further  study. 


There's  no  radiation. 
And  nothing  touches 
the  patient. 

The  American 
Cancer  Society  and 
National  Cancer  Insti- 
tute are  setting  up  a 
program  of  27  breast 
cancer  detection 
centers.  Most  of  them 
will  be  using  the 
Spectrotherm  along 
with  physical  exam- 
inations and  x-rays. 
Their  goal  is  to 
screen  hundreds  of 
thousands  of  women. 
They  hope  to  detect 
breast  cancer  early 
enough  to  give 

women  a  better  than  85% 

chance  of  survival. 

Someday  infrared 

scanning  devices  like  the 

Spectrotherm  may  be  as 

common  as  chest  x-ray 

equipment.  And  may  do  for 

breast  cancer  what  the  x-ray  has  done 

for  tuberculosis. 

The  GE  Spectrotherm.  It  can  give 

women  the  weapon  they  need  to  win  the 

battle  against  breast  cancer.  Time. 


Sharp,  clear  pictures 
for  easy  diagnosis 

I 


Progress 

for 
People. 


GENERAL 


ELECTRIC 


The  Numbers  Game 


report  seemingly  tried  to  make  a  virtue  out  of  necessity 
by  concealing  the  reason  for  the  additional  charge. 

None  of  these  facts— nor  many  more  in  the  10-K— came 
as  much  of  a  surprise  to  the  hard-nosed  money  managers 
of  the  big  investment  houses.  With  reams  of  information 
at  their  fingertips,  they  had  long  since  pulled  out.  "You 
won't  find  any  sophisticated  investors  in  Franklin  Na- 
tional," says  Harry  Keefe  of  Keefe,  Bruyette  &  Woods,  the 
bank  stock  specialists.  "People  who  can  read  a  balance 
sheet  were  out  of  there  long  ago." 

The  Franklin's  report  is  a  tremendous  contrast  to  that 
of  the  Security  National  Bank  of  Long  Island,  itself  no 
shining  knight  when  it  comes  to  performance.  Security's 
report  is  the  more  commendable  because  it  is  not  a  bank 
holding  company  and  therefore  is  not  required  to  file  a 
10-K.  It  had  the  same  kinds  of  problems  as  did  Franklin- 
negative  spreads  at  times,  bad  debt  losses— but  it  laid  them 
out  clearly  in  its  annual  report.  And  Security's  auditors, 
Arthur  Young  &  Co.,  gave  a  qualified  opinion  to  the  fi- 
nancial statements  because  of  potentially  uncollectible 
loans  due  from  companies  in  reorganization.  Franklin  had 
such  doubtful  debts,  too,  yet  Ernst  &  Ernst  did  not  even 
require  disclosure  of  them,  much  less  qualify  their  opinion. 
The  potential  losses  are  mentioned  only  in  the  10-K. 

How  could  Ernst  &  Ernst  have  given  a  clean  opinion  to 
such  a  grotesquely  optimistic  annual  report?  How  could 
they  have  failed  to  mention  the  fact  that  the  semiannual 
examination  of  the  bank,  conducted  by  the  Comptroller  of 
the  Currency  as  required  by  law,  had  begun  in  Novem- 
ber and  had  shown  no  signs  of  ending  at  the  end  of  Jan- 
uary when  the  auditors'  letter  was  signed? 


We  called  Ernst  &  Ernst  to  ask.  They  begged  off  any 
explanations  on  the  grounds  that  Franklin  was  still  a  client, 
everybody  was  being  investigated  and  comment  would  be 
inappropriate.  So  we  called  Franklin. 

We  spoke  first  with  Treasurer  John  Sadlik.  After  duck- 
ing a  few  questions  about  the  discrepancies  between  the 
annual  report  and  the  10-K,  Sadlik  referred  us  to  the  pub- 
lic relations  department.  "Whatever  the  differences  are, 
I'm  not  in  a  position  to  comment  on  them,  and  I'm  not  go- 
ing to  discuss  them  with  you,"  he  harrumphed. 

Arthur  G.  Perfall,  senior  vice  president  for  public  re- 
lations, was  only  a  bit  more  helpful.  "The  annual  report 
does  not  and  is  not  intended  to  duplicate  the  10-K,"  he 
pontificated.  "The  annual  report  contains  the  material 
which  we,  and  our  counsel  and  our  accountants,  feel  is 
required  and  germane."  If  Franklin  made  loan  decisions 
the  way  it  apparently  expected  investors  to  make  invest- 
ment decisions,  no  wonder  the  bank  was  in  trouble. 

Dear  reader,  this  isn't  really  an  article  about  Franklin 
National.  It  is  really  a  sermon  on  the  way  all  too  many 
major  corporations  regard  their  annual  reports:  as  a  pub- 
lic relations  document  rather  than  as  an  honest  account- 
ing to  stockholders. 

"Let  'em  read  the  10-Ks,"  some  managements  may  say. 
Easier  said  than  done.  To  get  a  copy  one  must  either 
write  to  the  SEC,  which  will  provide  one  for  a  fee,  or  ask 
the  company.  It  can  be  time-consuming.  We  asked  Frank- 
lin for  a  10-K  and,  after  mentioning  our  affiliation  with 
Forbes,  were  sent  one  within  a  day.  But  an  associate  who 
did  not  mention  Forbes  was  still  waiting  a  week  later. 

Any  wonder  the  public  has  deserted  the  stock  market?  ■ 


A  Sweet  Deal 


The  closer  you  look  at  the  Textron-Lockheed  deal, 
the  better  it  looks  from  Textron's  point  of  view. 


The  stock  market  reacted  to  the 
proposed  Textron-Lockheed  tie-up  by 
nicking  Textron's  stock  four  full  points 
—about  20%.  "But  it's  a  very  sweet 
deal  for  Textron,"  says  one  well-in- 
formed West  Coast  analyst,  who  in- 
sists on  anonymity.  "It's  a  very  big  re- 
turn on  investment  at  very  low  risk." 

Roughly  speaking,  Textron  will  put 
in  $85  million  and  get  45%  of  Lock- 
heed's common  equity.  The  arithmetic 
certainly  looks* good  for  Textron. 

Without  the  L-1011  program,  Lock- 
heed last  year  would  have  had  around 
$150  million  in  operating  earnings 
from  its  helicopters,  missiles,  military 
transport  planes  and  other  hardware. 
These  divisions  produced  more  than 
$2  billion  in  sales  last  year  vs.  $700 
million  for  the  L-1011.  Also,  with  the 
recapitalization  •  set  by  the  Textron 
deal,  Lockheed's  $70  million  in  interest 
payments  will  be  cut  to  $30  million 
in  interest  and  preferred  dividends. 

The  Textron  deal  would  increase 
Lockheed's  capitalization  from  around 
11  million  shares  to  some  26  million. 


Eyen  on  the  basis  of  1973  results, 
Lockheed— without  the  L-1011— would 
be  able  to  produce  close  to  $2  a  share 
on  the  expanded  capitalization— after 
taxes.  (These  "taxes"  would  be  only 
a  bookkeeping  item;  the  proposed 
write-off  on  the  L-1011  program 
would  shield  Lockheed's  earnings 
from  taxes  for  many  years.) 

Translated  into  Textron  earnings, 
this  could  produce  over  $25  million— 
a  30%  return— on  Textron's  $85-million 
cash  investment. 

There  is,  of  course,  a  catch.  A  big 
catch.  All  the  foregoing  numbers  are 
ex-the  L-1011  program,  and  the 
L-1011  produced  a  $70-million  loss 
last  year.  Even  worse,  Lockheed's  to- 
tal assets  were  roughly  $1.9  billion 
at  the  end  of  1973.  More  than  half 
these  "assets"  are  not  really  assets  at 
all,  but  simply  the  capitalized  cost  of 
producing  the  L-1011.  Wipe  out  this 
fictional  asset,  and  Lockheed  is  bank- 
rupt. The  $600-million  write-off  that 
Textron  insists  on  would  eliminate  a 
major  part  of  this  "asset."  But  enough 


would  remain  to  pose  a  threat  to 
Lockheed's  future  earnings.  This  ex- 
plains why  the  deal  hinges  on  Lock- 
heed's selling  another  45  L- 10 lis. 

If  the  planes  can't  be  sold,  the 
deal  doesn't  go  through.  Lockheed 
flatly  refuses  to  divulge  how  much 
more  will  remain  in  capitalized  costs 
after  the  write-off.  Presumably,  how- 
ever, the  sale  of  the  extra  planes 
would  wipe  the  slate  fairly  clean. 

If  the  deal  goes  through,  it  is  not 
inconceivable  that  a  few  years  down 
the  road  some  congressman  will  at- 
tack the  deal  as  a  "giveaway"  to  Tex- 
tron. Stranger  things  have  happened. 

The  kind  of  accounting  that  landed 
Lockheed  in  its  me;  ?  may  soon  be 
outlawed.  The  Financial  Accounting 
Standards  Board  has  proposed  that  all 
research  and  development  costs  (ex- 
cept those  directly  reimbursable  by 
others)  be  treated  as  an  expense  in 
the  year  they  occur;  past  capital- 
ized costs  would  have  to  be  writ- 
ten off  against  retained  earnings.  This 
could  be  bad  news  for  McDonnell 
Douglas,  which  has  capitalized  close 
to  a  half -billion  dollars.  It  could  mean 
further  write-offs  for  Lockheed  even 
after  it  takes  the  proposed  $600-mil- 
lion  bath.  The  FASB  proposal  has  an 
excellent  chance  of  being  adopted.  ■ 
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Faces  Behind  the  Figures 


Numbers,  Not  Nomenclature 


G.  Russell  Mom  has  just  spent 
$150,000  of  stockholders'  money  to 
change  the  venerable  name  of  U.S. 
Freight  Co.  to  the  mod-sounding  but 
ambiguous  Transway  International 
Corp.  Why? 

"We  needed  something  that  gave 
us  a  feeling  of  motion,"  says  Moir,  a 
tall,  shy  man  of  61.  "The  experts  told 
us  that  in  the  financial  community  the 
word  'freight'  is  a  bad  word.  It  de- 
notes something  ponderous,  lots  of 
government,  lots  of  strikes.  Just  men- 
tioning the  name  U.S.  Freight  to  a 
portfolio  manager  turned  him  off." 

One  wonders  what  kind  of  port- 
folio manager  picks  stocks  on  so  super- 
ficial a  basis.  In  terms  of  the  num- 
bers, Transway  looks  good.  It  earned 
close  to  19%  on  equity  last  year,  and, 
if  this  year's  first  quarter  is  any  in- 
dication, it  should  better  this  by  a 
couple  of  points  this  year. 

The  business  Moir's  company  is 
primarily  in,  freight  forwarding,  con- 
sists of  gathering  less-than-carload 
lots,  then  moving  them  between  cities 
by  truck  and  rail.  For  Moir  it  has 
been  a  good  business.  Transway  suf- 
fered during  the  1970  nationwide 
truck  strike,  which  nearly  brought  his 
operations  to  a  halt,  and  the  follow- 


ing two  years  were  down  somewhat 
from  the  high  levels  of  the  late  Six- 
ties. However,  company  sales  climbed 
almost  15%  to  $488  million  last  year, 
and  profits  rose  27%,  to  $2.50  a  share. 
For  the  first  quarter  of  1974,  revenues 
were  up  28%  over  the  first  quarter  or 
1973,  and  earnings  were  up  36%,  to 
70  cents  per  share.  Along  the  way 
Moir  has  diversified  into  steamships, 
truck  leasing,  truck-trailer  and  con- 
tainer manufacturing,  fabricated  steel 
products  wholesaling  and  liquid  gas 
distribution.  Freight  forwarding  still 
accounts  for  half  of  the  company's 
volume,  and  Moir  believes  this  busi- 
ness will  benefit  from  the  energy  crisis. 

"Rail  is  the  most  economical  way 
of  moving  freight,  by  at  least  three 
to  one.  So  if  you  are  going  to  man- 
age energy  you  have  to  go  with  rail 
and  with  less-than-carload  lots— that 
means  the  freight  forwarders.  Now  if 
we  can  just  get  Wall  Street  to  ask  who 
and  what  we  are,  we'll  have  it  made." 

As  you  can  see,  Moir— like  almost 
every  other  chief  executive  these  days 
—is  upset  because  Transway's  growth 
is  not  reflected  in  its  stock's  price, 
which  is  about  seven  times  probable 
1974  earnings.  But  in  a  market  like 
the  present  one,  seven  times  earnings 


Moir  of  Transway  International 


is  more  normal  than  subnormal.  It 
will  certainly  take  more  than  a  name 
change  to  better  the  situation. 

Oh  well,  you  can  say  this  for  the 
change:  It  can't  hurt  much.  If  the 
stock  market  turns  up,  Moir  can  al- 
ways attribute  his  company's  im- 
proved price  to  the  new  name.  And 
if  the  market  doesn't  go  up,  he  can 
rationalize  that  the  name  change  kept 
the  stock  from   going  down  further. 

Really,  what's  in  a  name?  Not 
much,  these  days,  we  suspect.  In 
1974  investors  are  more  interested  in 
numbers  than  in  nomenclature.  ■ 


Lorie  of  University  of  Chicago 


Safety  In  Numbers 

"The  courts  would  probably  rule 
that  it  is  imprudent  for  a  trustee  to 
buy  puts  or  calls  for  a  widow,  but  I 
disagree  with  this.  If  a  banker  bought 
a  call  on  a  stock  and  put  the  rest  of 
the  money  in  Treasury  bills,  he  would 
be  exposing  the  widow  to  less  risk 
than  if  he  bought  only  the  stock 
itself." 

So  argues  Professor  fames  H.  Lorie. 
the  University  of  Chicago's  famed  ex- 
pert on  securities  markets.  Lorie  is 
not  necessarily  urging  money  man- 
agers to  rush  their  widows  and  or- 
phans into  cats  and  dogs.  What  he  is 
emphasizing  is  this:  The  risk  in  a 
portfolio  should  not  be  judged  in 
terms  of  the  individual  stocks  in  the 
portfolio  but  in  terms  of  the  net  effect 
of  its  total  mix. 

Lorie  feels  that  the  traditional  in- 
terpretation of  the  "Prudent  Man" 
rule  has  tended  to  push  conservative 
money  into  conservative  stocks,  and 
he  names  American  Telephone,  Con- 
solidated Edison,  du  Pont,  Eastman 
Kodak,  General  Motors.  These  stocks 
do  carry  a  strong  element  of  risk-Con 


Edison's  recent  collapse  proves  this. 
But  "prudent"  trustees  prefer  to  sink 
with  this  kind  of  risk  than  to  swim  in 
more  speculative  waters. 

The  only  real  safety,  says  Lorie.  a 
prominent  exponent  of  the  Random 
Walk  theory  (Forbes,  Oct.  1,  1973), 
lies  in  diversification.  He  would  like 
to  see  a  different  judicial  standard  of 
prudence  encouraging  diversification 
rather  than  concentration  on  allcgcdh 
sate  stocks.  The  trustee  would  he  ahle 
to  have  some  crap  shoots  in  his  port- 
folios so  long  as  the  whole  portfolio 
wasn't  that  wa\ 

Such  a  change,  Lorie  feels,  would 
accomplish  two  things:  1)  It  would 
produce  better  results  for  investors* 
2)  It  would  encourage  the  flow  ol 
capital  into  smaller,  secondary  com- 
panies whose  stocks  are  present  1\ 
languishing,  and  who  are  having 
great  trouble  raising  capital. 

Lorie's  argument  is  embodied  in  a 
paper  he  prepared  for  the  Treasurj 
Department's  securities  market  probe. 
"We  should  not  only  permit  widei 
diversification  in  Prudent  Man  port 
folios,"  Lorie  insists,  "we  should  re 
quire  it."  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$150,000,000 

International  Harvester  Company 


9%  Sinking  Fund  Debentures  Due  2004 


Interest  payable  June  15  and  December  15 


Price  99.20%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


THE  FIRST  BOSTON  CORPORATION 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 


GOLDMAN,  SACHS  &  CO. 


SALOMON  BROTHERS 


WILLIAM  BLAIR  &  COMPANY      BL  YTH  EASTMAN  DILLON  &  CO.      DILLON,  READ  &  CO.  INC. 

Incorporated 


DREXEL  BURN  HAM  &  CO. 

Incorporated 

HORN  BLOWER  &  WEEKS HEMPHILL,  NOYES 

Incorporated 


KIDDER,  PEA  BODY  &  CO. 

Incorporated 

LEHMAN  BROTHERS 

Incorporated 

SMITH,  BARNEY  &  CO. 

Incorporated 

WERTHEIM  &  CO.,  INC. 

June  7, 197  U. 


KUHN,  LOEB  &  CO. 
LOEB,  RHOADES  &  CO. 


HALSEY,  STUART  &  CO.  INC. 

Affiliate  of  Bache  &  Co.  Inc  rporated 

E.  F.  HUTTON  &  COMPANY  INC. 

LAZARD  FRERES  &  CO. 

REYNOLDS  SECURITIES  INC. 


STONE  &  WEBSTER  SECURITIES  CORPORATION 


WHITE,  WELD  &  CO. 

Incorporated 


Faces  Behind  the  Figures 


Williams  of  the  U.K. 


Pretty  Shrewd 

Britain's  inflation  has  dropped  to 
only  17.5%— which  keeps  John  Bull 
out  of  the  Latin  American  class,  but 
just  barely.  Shirley  Williams,  the 
United  Kingdom's  Secretary  of  State 
for  Prices  and  Consumer  Protection,, 
says  the  government's  main  problem 
by  the  end  of  the  year  will  not  be  in- 
flation but  encouraging  investment. 

Encouraging  industry?  This  from  a 
Labour  government,  whose  Minister 
for  Industry,  Anthony  Wedgewood- 
Benn  ("call  me  Tony"),  has  been 
preaching  more  socialization?  Strange 
as  it  may  seem,  Williams  probably 
speaks  with  more  authority  than 
the  rabble-rousing  radical  aristocrat 
Wedgewood-Benn.  (Just  recently 
Prime  Minister  Harold  Wilson  pri- 
vately told  British  newsmen  that  he, 
not  Wedgewood-Benn,  would  be  mak- 
ing industrial  policy,  and  Wilson  spoke 
more  like  a  free  enterpriser  than  a 
socialist. ) 

It's  a  sign  of  our  times  that  lib- 
erals and  conservatives,  though  they 
speak  with  different  voices,  tend  to  do 
similar  things  when  they  get  in  power. 
In  the  Seventies  ideology  is  very  much 
the  captive  of  economics. 

Williams,  who  seems  to  speak  for 
the  real  Harold  Wilson,  frightened  the 
blazes  out  of  British  business  by  de- 


creeing a  10%  cut  in  retailers'  gross 
profit  margins,  but  in  her  private  ne- 
gotiations with  businessmen  she  has 
been  much  more  flexible.  She  talks 
of  government  moves  to  increase  at- 
tractions to  private  investment.  "We 
must  have  more  input  into  industrial 
investment,"  she  told  Forbes. 

A  realist,  Williams  understands  why 
Britain's  Conservative  government 
opted  for  economic  growth  last  year 
and  reaped  excessive  inflation.  Ex- 
Prime  Minister  Edward  Heath  gam- 
bled that  world  commodity  prices 
would  turn  down.  They  didn't,  infla- 
tion didn't  and  the  Conservatives  lost 
the  subsequent  election.  "That  gam- 
ble is  something  any  government 
would  have  tried,"  says  Williams. 

The  daughter  of  a  noted  political 
scientist,  Shirley  Williams  almost  had 
a  radically  different  career.  She  lost] 
out  to  another  British  girl,  Elizabeth 
Taylor,  for  the  starring  role  in  the 
movie  National  Velvet. 

Nowadays  she  is  mentioned  as 
someday  becoming  Britain's  first  wom- 
an prime  minister.  She  meets  such 
suggestions  with  a  cool  politician's 
smile  and  a  quip  aimed  squarely  at 
Watergate  and  its  attendant  scandals: 
"Oh,  no,  I  don't  think  so.  I've  been! 
involved  in  regulating  milk  priced 
and  we  all  know  what  kind  of  trou- 
ble that  can  bring  you."  ■ 


Sweets,  Mot  Meat 

The  world  sugar  price  is  up  al- 
most 200%  in  a  year,  but  the  No.  One 
sugar  company  isn't  celebrating.  On 
$1  billion  sales,  Britain's  Tate  &  Lyle 
earned  only  $24  million  last  year.  A 
full  third  of  it  from  shipping,  not 
sugar.  "As  refiners,"  says  Executive 
Committee  Chairman  Saxon  Tate,  "we 
are  in  the  wrong  part  of  it.  We  have 
been  refining  in  developed  countries." 
Fifty  years  ago,  the  family-run  com- 
pany had  all  the  British  Empire  to 
draw  upon  for  cheap  raw  sugar. 

Even  recently  it  had  a  firm  supply 
of  British  Commonwealth  sugar  to 
supply  its  slowly  growing  market,  but 
Britain's  entry  into  the  European  Eco- 
nomic Community  changed  things. 
First,  to  protect  France's  high-cost 
beet  sugar  producers,  the  EEC  lim- 
ited the  supply  of  raw  sugar  cane  that 
could  come  in.  And  second,  it  tried  to 
slash  the  refining  margin  on  the  sugar 
Tate  &  Lyle  was  processing. 

At  that  point,  Saxon  Tate,  42,  was 
brought  in  from  the  company's  Ca- 
nadian    subsidiary    to    take     charge. 
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Tate  finally  got  a  livable  refining  mar- 
gin, but  he  views  Europe  as  a  second- 
ary market.  He  is  trying  to  move  into 
the  production  end  of  sugar,  but 
knows  the  day  has  passed  for  a  Eu- 
ropean   company    to   own    sugarlands 

Tate  of  Tate  &  Lyle 


in     cane-growing    countries.     So,     he 
hopes  to  get  into  joint  ventures  with 
local  interests  in  these  countries;  they 
putting  up  the  capital,  Tate  &  LyleJ 
the  knowhow  and  marketing. 

If  he  can  accomplish  this,  Tate  & 
Lyle  may  prosper  again.  Tate  is  con- 
vinced that  the  recent  strength  in 
sugar  is  no  mere  flash  in  the  pan! 
For  the  world's  hungry,  he  says,  for-j 
get  protein:  "Carbohydrates  arc  one  of 
the  purest  and  cheapest  foods  for 
people  who  haven't  enough." 

Tate  is  watching  the  course  ol  the 
U.S.  Sugar  Act  with  interest.  Though 
the  House  nixed  continuing  the  U.Sl 
Government  role  in  sugar,  the  Senate 
will  likely  disagree.  But  if  the  AcB 
does  end,  and  with  it  protection  for 
high-cost  beet  sugar  producers,  Tate 
&  Lyle's  low-cost  cane  production 
could  come  in  even  handier. 

"If  trends  continue,"  late  says,  "by 
1980  there  will  be  a  world  shortfall 
of  20  million  tons  a  year."  Visions 
dance  in  his  head  of  Tate  &  Lyle 
bulldozing  jungles  and  braining  local 
labor  in  an  all-out  push  to  eliminate 
this  shortfall.  ■ 
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Turn  kids  on  to  reol  gross. 


This  summer  nice  city  kids  will  get  into  some  really  good  grass.  The  kind 
that  tickles  your  toes  when  you  walk  through  it  barefoot.  The  kind  a  kid  would 
never  get  to  experience  if  there  wasn't  a  you  and  there  wasn't  a  Fresh  Air  Fund. 

Each  summer  you  and  the  Fresh  Air  Fund  give  thousands  of  city  kids  two 
weeks  in  the  country.  Two  weeks  when  the  grass,  the  sun  and  the  fresh  air  can 
work  their  wonders.  And  give  a  kid  a  clear  head  for  the  rest  of  the  year. 

Real  grass  doesn't  cost  much.  Just  $30  buys  a  kid  two  weeks'  worth.  But 
even  300  can  help. 

So  please  help  again  now. 

■* 

fTiniLTO:TH€  FRC/H  AIR  FUflD.  300  UUe/t  43rd  /treet,  flew  Vork.  fW.  10036 

Enclosed  is  my  contribution  of 

Contributions  are  tax  deductible.  Cancelled  check  is  your  receipt.  Please  make  checks 
payable  to  The  Fresh  Air  Fund. 

Name 


Address- 
City 


-State. 


-Zip. 


Give  to  The  Fresh  Air  Fund 


The  Funds 


A  Warrant  On  A  Bull  Market 


There  are  two  ways  you  can  look 
at  Hemisphere  Fund:  Either  it  is  one  of 
the  most  expensive  stocks  in  existence 
or  it's  one  of  the  cheapest. 

It  recently  sold  at  a  premium  of 
1,619  over  net  asset  value— that  is,  at 
a  price  of  1%  vs.  an  asset  value  of 
only  8  cents. 

Hemisphere  is  a  dual  fund,  a  kind 
of  security  that  was  fairly  popular  in 
the  old  bullish  days.  It  has  two  classes 
of  stock,  capital  shares  and  income 
shares.  The  capital  shares  get  all  the 
capital  gains— or  losses.  The  income 
shares  get  all  the  income.  The  cap- 
ital shares  of  dual  funds,  thus,  were 
highly  leveraged  from  the  very  be- 
ginning—about two  for  one. 

What  happened  to  Hemisphere  was 
that  its  performance  was  so  awful  that 
nearly  all  of  the  asset  value  of  the 
capital  shares  was  dissipated.  What 
is  left,  therefore,  is  not  much  more 
than  a  claim  on  future  capital  gains 
earned  on  the  income  shareholders' 
money.  If  any. 

Hemisphere  is  a  bit  of  the  flotsam 
and  jetsam  left  from  the  wreckage  of 
banished  go-goer  Gerald  Tsai's  fund 
empire.  The  Tsai  funds  are  now  man- 
aged by  a  subsidiary  of  Chicago's 
CNA  Financial  Corp. 

As  for  Hemisphere,  it  is,  in  the 
words  of  Irwin  Lainoff,  its  present 
manager,  "a  warrant  on  a  bull  mar- 


ket." Lainoff,  a  onetime  Business 
Week  financial  editor,  got  into  the 
fund  business  by  writing  a  glowing 
article  on  Tsai's  "genius,"  after  which 
Tsai  hired  him. 

Hemisphere's  income  shares  sell  at 
a  huge  42%  discount— 6%  a  share,  vs. 
their  net  asset  value  of  $11.44.  The 
reason  is,  they  have  less  protection 
than  similar  income  shares  because 
there  is  so  little  value  left  behind  the 
capital  shares.  The  income  shares  are 
guaranteed  a  minimum  cumulative 
dividend  return  of  62&  cents  a  year. 
On  the  1967  original  cost  of  the  shares, 
$12.50,  including  dealer  discount, 
that  means  a  return  of  5%;  on  the 
present  market  cost  of  65b  it's  over  9%. 
When  the  fund  dissolves  in  1985,  in- 
come shareholders  will  get  back  their 
$11.44  net  asset  value,  plus  all  divi- 
dends in  arrears,  which  are  current- 
ly 25  cents  a  share.  If  anything 
is  left,  it  will  go  to  the  capital 
shareholders. 

In  the  beginning  both  kinds  of  shares 
carried  a  net  asset  value  of  $11.44.  If 
the  total  portfolio  value  had  increased 
10%,  the  value  of  the  capital  shares 
would  have  increased  20%.  But  that 
was  the  upside  leverage. 

What  happened,  though,  was  down- 
side leverage.  In  1973  alone  the  en- 
tire portfolio  value  went  down  16.1% 
and   the   asset   value   of   the   capital 


shares,  which  dropped  from  $4.10  to 
85  cents,  declined  79%.  In  the  first 
quarter  of  1974  the  total  portfolio 
dropped  3.9%  and  the  capital  shares 
asset  value  81%.  Another  1%  drop  has 
put  the  capital  shares  at  only  8  cents. 

But  these  8-cent  shares  also  have 
that  $11.44  of  the  income  shares 
working  for  them.  If  the  value  of 
the  entire  portfolio  were  to  increase 
10%,  or  $1.15,  the  value  of  the  capital 
shares  would  go  from  8  cents  to 
$1.23,  an  increase  of  1,438%. 

Clearly,  the  capital  shares  aren't 
worth  much  unless  an  investor  be- 
lieves a  bull  market  is  coming.  He  must 
also  believe  that  Lainoff  will  be  able 
to  take  advantage  of  a  stock  rise  if 
it  does  come.  With  Tsai  departed,  the 
Lainoff  team  is  playing  a  very  con- 
servative game  because  they  can't  af- 
ford any  more  losses.  Only  17.6%  of  the 
fund's  $17  million  in  assets  is  in  com- 
mon stocks,  real  quality  ones  like 
AT&T  and  Kodak.  By  the  first  quarter 
of  1974  no  less  than  61%  of  the  total 
assets  was  in  cash  or  cash  equivalent, 
to  protect  the  value  of  the  income 
shares  while  providing  high  yields. 

If  the  total  portfolio  decreases  a 
mere  1%,  it  would  wipe  out  the  stated 
net  asset  value  of  the  capital  shares. 
However,  they  would  still  continue  to 
have  some  potential  value  as  long  as 
the  market  didn't  completely  wipe  out 
the  $11.44  of  the  income  shares— a 
highly  unlikely  occurrence. 

You  could  say  that  Hemisphere  is 
so  bad  it's  good. 


Investing,  Not  Gambling 


Really  smart  investors  were  never 
taken  in  by  small  mutual  funds  which 
suddenly  blossomed  out  with  brilliant 
records.  Nor  by  "geniuses"  who  rode 
to  glory  on  over-the-counter  stocks. 
They  realized  this  was  a  fool's  game 
and  couldn't  last.  Perhaps  this  is  why 
no  one  ever  paid  much  attention  to 
Over-The-Counter  Securities  Fund. 
Located  in  Oreland,  Pa.,  just  outside 
Philadelphia,  and  run  by  a  scholarly 
Wharton  graduate,  Ralph  P.  Cole- 
man Jr.,  O-T-C  Securities  has  gar- 
nered only  a  scant  $6.3  million  in  its 
nearly  20  years  of  existence. 

Interestingly  enough,  however,  the 
O-T-C  market  hasn't  been  a  fool's 
game  the  way  Ralph  Coleman,  51,  has 
played  it.  When  O-T-C  stocks  were 
hot,  so  was  Coleman's  performance, 
but  when  O-T-C  stocks  collapsed  after 


1970,  Coleman's  fund  did  not  collapse. 
True  enough,  it  dropped  from  an  "A" 
up-market  performance  in  Forbes' 
Annual  Mutual  Fund  Survey  to  a 
"C,"  but  that  was  nothing  like  what 
happened  to  most  mutual  funds  that 
invested  in  small  stocks.  Moreover, 
Coleman's  fund  kept  its  "A"  rating  for 
down  markets— indicating  that  he 
knows  how  to  play  the  O-T-C  game 
while  taking  minimum  risks. 

This  year,  again,  Coleman  has 
turned  in  a  rather  good  performance: 
The  Standard  &  Poor's  500  stock 
average  is  down  10%;  Coleman's  fund 
is  up  2.8%. 

Coleman's  secret,  if  secret  it  be,  is 
that  he  spreads  his  risk.  His  small 
portfolio  is  jammed  with  individual 
stocks,  240  of  them  at  latest  count. 
None  of  these  240  is  likely  to  make 


Coleman  of  O-T-C  Securities 
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pe  fund  rich;  the  average  investment 
too   small.    But   neither   is    any   of 
them  likely  to  break  the  fund. 

There  is  another  advantage  to  this 
diversity:  The  O-T-C  market  is  dan- 
gerous for  most  funds  because  they 
can't  get  out  of  their  big  positions 
when  things  get  rough.  It  would  be 
the  thin  market  indeed  that  couldn't 
absorb  Coleman's  positions,  which  av- 
erage only  about  $25,000  each. 

What  kind  of  stocks  does  Ralph 
Coleman  buy?  There  are  some  fas- 
inating  names,  few  of  which  turn  up 
ii  other  mutual  fund  portfolios: 
Fownes  Brothers  (the  glove  maker). 
Oshkosh  B'Gosh.  Mrs.  Smith's  Pies  Co. 
New  England  Fish  Co.  Abercrombie  & 
Fitch.  Tiffany  &  Co.  Baltimore  Base- 
Dall  Club.  Indiana  Limestone  Co. 
Memphis  Trust  Co.  Atlantic  Steel  Co. 
Voughiogheny  &  Ohio  Coal.  Atlantic 
City  Sewerage  Co. 

The  above  is  only  a  sampling  but 
vill  give  you  an  idea  of  the  diverse, 
igging  way  that  Ralph  Coleman  plays 
the  O-T-C  game. 

Another  thing  about  Coleman  is 
tyle:  "We  purposely  avoid  hot  is- 
ues  such  as  technology  or  concept 
ompanies."  He's  not  looking  for  "fu- 
ure  Xeroxes."  Far  from  it.  "We  op- 
erate pretty  much  under  Graham  & 
Dodd  principles  here,"  Coleman  says, 
eferring,  of  course,  to  the  classic  text- 
)ook  of  fundamentalist  investing.  "The 
-VEs  of  our  companies  are  usually  on 
he  low  side;  the  average  now  is  about 
h  A  strong  balance  sheet  is  very  im- 
portant to  us. 
"We're  strictly  after  the  second  tier 
f  stocks.  We  avoid  paying  a  big 
nultiple  for  a  company  returning  20% 
>n  equity.  Our  rival,  Keystone  O-T-C 
•\md,  bit  for  the  top-tier  O-T-C 
tocks  like  American  Express— and  got 
cilled."  Keystone  came  out  at  $15  a 
hare  and  now  sells  at  about  $6. 

"Ninety  percent  of  our  holdings  are 
nerger  candidates,"  he  says.  "This  is 
ital,  because  large  corporations  are 
he  only  ones* that  will  pay  an  in- 
elligent  price  >for  a  company  in  this 
narket.  They  can  see  its  potential,  and 
hey  have  cash  to  pay  for  it.  We  make 
jut  very  well  when  one  of  our  hold- 
ngs  is  taken  over;  about  60%  profit." 
Coleman  does  not  pretend  he  can 
redict  the  stock  market.  All  he'll  say 
s:  "Four  or  five  years  out,  I  feel  my 
:ind  of  second-tfer  O-T-C  stock  will 
lo  very  well.  Equities  are  deflated 
nd  my  kind  of  stocks  are  the  most 
leflated  of  all.  Acquisition-minded 
orporations  will  realize  this  even  if 
ndividual  investors  do  not."  ■ 


Receive 
3  months  off 
Value  Line 
lor  $29. 


If  no  member  of  your  household 
has  had  a  subscription  to 
Value  Line  in  the  past  two  years, 
you  may. .. 
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get  this  1800-page 
Investors  Reference  Service 
at  no  extra  cost  under  this 
special  introductory  trial  offer 


For  only  $29,  exactly  half  the  regular  $58 
quarterly  rate,  you'll  receive  all  the  new 
full-page  reports  to  be  issued  in  the  next 
three  months  on  the  more  than  1550  stocks 
and  67  industries  regularly  monitored 
by  The  Value  Line  Investment  Survey. 

These  new  reports  will  update  and  replace 
the  complete  set  of  reports  on  all  1550 
stocks  in  67  industries  already  filed  and 
indexed  in  the  Investors  Reference  Service 
binders  which  you  will  have  received  as 
a  bonus.  Filing  takes  less  than  a  minute 
a  week. 

,  In  effect,  you  will  receive  six  months  of 
Value  Line  service  for  only  $29— the  latest 
three  months  and  the  next  three  months. 

This  special  introductory  trial  is  offered 
to  new  subscribers  only  because  a  large 
percentage  of  those  who  once  try  Value 
Line  for  three  months  elect  to  continue 
as  full  term  subscribers  at  standard  rates. 


The  increase  in  circulation  thus  effected 
enables  us  to  provide  a  comprehensive 
investment  survey  to  existing  subscribers 
at  a  much  lower  fee  than  would  be 
required  with  a  smaller  circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and 
figures,  as  well  as  Value  Line's  projected 
performance  ratings,  on  more  than 
1550  widely-held  stocks  in  67  industries. 

You'll  also  get  analyses  and  forecasts  of 
the  national  economy  and  the  stock 
market. . .  guidance  on  current  investment 
policy . . .  plus  Value  Line's  "Especially 
Recommended  Stock  of  the  Week"  and  the 
monthly  "Special  Situation." 

To  take  advantage  of  this  special 
introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus 
in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  N.Y.  10017 


D  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224 

□  Payment  enclosed      D  Bill  me  for  $224 


Signature 
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Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax.  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent.) 
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Can  Southern  Railway 

schedule  media  as  well  as 

they  schedule  freight? 


Is  this  any  way  to  run  a  rail- 
road? 

That's  a  question  you  hear 
a  lot  at  Southern  Railway... 
it  comes  from  an  innovative 
spirit  that's  not  afraid  of 
change. 

Southern  is  constantly 
looking  for  better  ways  to 
run  their  railroad.  That's  why 
they're  such  experts  at  keep- 
ing waste  out  of  freight 
schedules. 

For  instance,  before  they 
introduce  a  new  freight 
schedule  they  preview  it  with 
a  computerized  "crystal  ball" 
to  make  sure  it  clicks  right. 
Their  boxcar  pools  have  cut 
costs  almost  in  half  for  some 
shippers.  And  last  year  alone 
they  invested  $162.5  million 
on  things  like  a  computerized 
rail  yard.  They  even  found  a 
way  to  ship  by  rail  to  Hawaii! 

But  is  Southern  just  as  in- 
novative when  it  comes  to 
advertising?  Do  they  know 
how  to  keep  waste  out  of 
media  schedules? 

Well,  when  you  get  down 
to  it,  advertising  and  rail- 
roading have  a  lot  in  com- 
mon. Both  offer  dozens  of 
ways  to  reach  a  market.  And 


mM0 


Southern  has  proven  they 
know  how  to  pick  the  most 
direct,  the  most  economical 
routes... in  both. 

Southern  knows  they're  on 
the  right  track  with  our  busi- 
ness publications.  That  their 
advertising  is  reaching  the 
entire  business  community... 
rather  than  just  a  few  sec- 
tions of  it. 

And  they've  backed  this 
conviction,  over  the  past  ten 
years,  by  concentrating 
many  of  their  advertising 
dollars  in  our  four  publi- 
cations. 

Yet  there's  no  telling  how 
often  Southern's  advertising 
has  switched  a  shipper's 
mode  of  transportation  to 


rail.  Or,  how  often  it  has  p< 
suaded  a  company  to  loa 
its  new  factory  along  Sout 
ern's  dependable  route. 

Still,  if  success  is  a 
barometer,  there  can  be 
doubt  that  word  of  Soul 
ern's  innovative  spirit 
chugging  its  way  to  mark 

How  about  you?  Are  y 
still  looking  for  the  rig 
route  to  market,  but  perhs 
believe  the  relationship  I 
tween  business  success  a 
business  advertising  is  jus 
coincidence? 

Then  why  not  look  at 
the  way  Southern  does?  C 
business  publications  can 
your  streamlined  express 
millions  of  decision  mak 
and  brand  deciders ...  a 
you'll  be  riding  in  first  cl 
all  the  way. 
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Market  Comment 


Investing  in 
the  "Inevitable" 

By  L  O.  Hooper 


The  inevitable,  of  course,  is  some- 
thing that  cannot  be  avoided,  some- 
thing that  has  to  happen.  To  invest 
in  the  inevitable  is  to  attempt  to  prof- 
it from  a  set  of  circumstances  that 
has  to  occur.  The  trick  is  to  cor- 
rectly interpret  the  set  of  circum- 
stances. If  one's  reasoning  is  defec- 
tive, investing  in  the  inevitable  will 
probably  not  be  profitable.  Other 
things  being  equal,  however,  the 
risk  of  investing  in  the  seemingly  in- 
evitable is  lesvs  than  the  risk  of  invest- 
ing in  something  presumably  less 
certain. 

The  physical  condition  of  the  rail- 
roads in  this  country  is  deplorable, 
and  something  must  be  done  about  it 
or  our  essential  transportation  sys- 
tem cannot  long  sustain  the  economy. 
Roadbeds  must  be  repaired.  There 
are  too  few  freight  cars,  and  many 
of  those  in  use  are  obsolete  or  in 
need  of  extensive  repairs.  The  money 
to  do  this  must  be  supplied,  if  not 

Mr.   Hooper  It  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


Ey  private  industry  then  by  govern- 
ment. The  railroad  equipment  indus- 
try now  is  busy  and  is  assured  of 
being  busy  for  years.  It  follows  that 
one  is  invested  in  the  "inevitable" 
when  one  owns  stocks  like  Pullman 
Inc.  (50),  ACF  Industries  (43),  Am- 
sted  Industries  (41)  and  General 
American  Transportation  (43). 

Pullman  is  expected  to  earn  $5.75 
to  $6  a  share  this  year  as  against 
$5.06  in  1973.  The  stock  pays  $1.50  a 
share.  The  company's  backlog  of  un- 
filled orders  is  in  excess  of  $2  billion, 
about  double  last  year's  sales.  In  ad- 
dition to  the  railroad  equipment  divi- 
sion, Pullman  owns  Trailmobile,  M. W. 
Kellogg,  Swindell-Dressier  and  a  car- 
leasing  company  which  at  the  end  of 
1973  was  leasing  some  12,700  spe- 
cial purpose  cars. 

ACF  Industries  is  the  old  Ameri- 
can Car  &  Foundry.  It  builds  and 
leases  railroad  cars  of  many  types, 
owns  the  Carter  Carburetor  division 
and  is  prominent  in  thermoplastics. 
Last  year  60%  of  revenues  and 


of  pretax  income  came  from  building 
and  leasing  freight  cars.  Net  last  year 
was  $4.60  a  share,  and  $5  or  more 
seems  in  sight  for  1974;  the  present 
dividend  is  $2.40. 

Amsted  Industries  (formerly  Amer- 
ican Steel  Industries)  fits  into  the  pic- 
ture because  it  is  the  largest  manu- 
facturer of  railroad  car  wheels,  a  pun- 
ished part  in  all  rolling  stock.  Amsted 
makes  many  other  things  of  a  capital- 
goods  nature,  including  a  wide  va- 
riety of  chains  and  belts;  parts  for 
trucks,  farm  machinery  and  other 
equipment;  and  cast  iron,  clay  and 
plastic  pipe.  Profits  this  fiscal  year 
are  expected  to  be  between  $6  and 
$6.50  a  share  as  against  $5.50  in  the 
previous  fiscal  period.  Amsted  has  a 
small  funded  debt,  no  preferred  stock 
and  only  2.7  million  shares  of  com- 
mon, on  which  the  present  dividend 
rate  is  $2.60  a  share. 

Less  Dynamic,  More  Stable 

While  General  American  Transpor- 
tation does  some  manufacturing  of 
rolling  stock,  it  is  essentially  a  lessor 
company  and  the  largest  in  its  field. 
It  leases  all  kinds  of  cars,  concentrat- 
ing in  special  purpose  rolling  stock, 
as  well  as  ships,  terminals  and  termi- 
nal services.  In  recent  years  per-share 
earnings  have  increased  a  little  every 
year,  and  profits  in  1974  are  expected 
moderately  to  exceed  last  year's  net 
of  $4.51  a  share.  The  present  divi- 
dend rate  is  $1.80  a  share.  This  com- 
pany's stock  is  perhaps  less  dynamic 
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You  don't 
have  to  pay  a 
percentage  fee 
to  get  competent 
investment 
counsel 

As  a  Babson  Client  you  will  receive 
professional  investment  counsel  at  a 
reasonable  fixed  fee  regardless  of 
your  total  portfolio  value.  We  think 
the  modest  cost  will  pleasantly  sur- 
prise you. 

Babson's  70  years'  experience,  in- 
dependent research  and  modern 
computer  can  provide  you  with  un- 
biased, professional  investment  coun- 
sel suited  to  your  personal  objectives. 
Mail  this  coupon  for  complete  details. 

jtfftfc  babson's 
^IWF  reports,  inc. 

Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 

Founded  in  1904  by  Roger  W.  Babson 

Please  send  details  on  Babson's  Invest- 
ment Counseling  Service.   Dept.  F-573 
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FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.B.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


WHO'S  MAKING 


Case  histories  of  small  businesses  that 
are  rarely  sold.  Exact  profits,  costs  and 
all  starting  details.  Free  information: 
INSIDER'S  REPORT  5  F  .  Box  90954 
Los  Angeles  90009 


At 

C.C.PRICE 
the  unique 
portrait 
gallery 


FREE  PORTRAIT  BROCHURE 

Select  from  today's  leading 
portrait  painters  and  sculp- 
tors an  artist  who  is  not 
only  concerned  with  a  rea- 
listic likeness,  but  also  has 
a  style  to  capture  your 
style.   Visit   or  write: 

C.  C.  PRICE,  INC. 
15   E.   48th   St.,   N.Y.    10017^ 


but  more  stable  than  the  shares  of 
the  other  three  companies. 

I  am  intrigued  with  a  low-priced 
"growth"  stock  representing  owner- 
ship in  a  well-established  company 
that  has  begun  to  execute  what  is  to 
me  an  unusually  promising  new  pro- 
gram. It  is  Gino's  Inc.  (11),  the  old 
A-G  Foods.  I  am  thinking  about  this 
stock  not  so  much  as  a  trading  issue 
as  one  to  hold  for  a  few  years.  Gino\ 
is  a  fast-foods  company.  At  the  end 
of  last  year  it  had  325  of  its  original, 
primarily  Kentucky  Fried  Chicken,  res- 
taurants (in  its  concentrated  Middle 
Atlantic  States  area)  and  55  Rustler 
Steak  Houses.  While  the  old  type 
Gino's  are  being  upgraded,  and  a 
few  new  ones  are  being  opened  (12 
additions  last  year  and  15  more 
planned  in  1974),  the  big  push  is  to- 
ward Rustlers,  with  100  Rustler  open- 
ings planned  for  1974  and  a  total  of 
300  planned  over  the  next  three  years. 
Rustlers  will  serve  several  grades  of 
steak  with  salad,  and  hamburgers.  In 
the  well-known  Gino's  tradition,  ev- 
erything is  spodessly  clean  and  the 
service  is  courteous. 

A  typical  Rustler  (and  they  are  all 
uniform)  is  built  according  to  a  fixed 
Western  design,  has  a  minimum  of  85 
parking  spaces,  seats  about  250,  has 
a  cafeteria  line  the  whole  length  of 
the  building,  and  must  be  located 
where  there  are  at  least  50,000  peo- 
ple within  a  three-mile  area.  One  that 
I  am  familiar  with,  and  occasionally 
patronize,  serves  about  800  people  a 
night,  many  of  them  young  families 
with  children.  Last  year  the  average 
Rustler  then  in  operation  had  sales 
of  $607,000  as  against  sales  in  the 
old  Gino's  establishments  averaging 
$517,000. 

Switch  in  Stocks 

As  to  earnings,  I  would  guess 
that  1974  profits  might  not  increase 
much  over  1973,  especially  if  the 
opening  of  some  115  planned  new  es- 
tablishments is  realized.  There  will 
be  preopening  expenses  and  of  course 
not  every  new  restaurant  will  be  im- 
mediately profitable.  Last  year  Gino's 
earned  $1.52  a  share,  while  opening 
45  restaurants.  Sales  were  $170  mil- 
lion. It  seems  to  me  that  Gino's  stock, 
at  around  11,  is  more  reasonably 
priced  and  has  greater  growth  possi- 
bilities than  does  McDonald's.  I  would 
encourage  switching  McDonald's 
stock  into  an  investment  in  Gino's. 
The  performance  money  managers 
will  consider  this  heresy.  I  think  it 
just  makes  sense.  McDonald's  is  a  won- 
derful company,  there  is  no  argument 
about  that.  But  it  is  selling  at  an  even 
more  wonderful  price. 

Earlier  in  the  year  there  was  a  boom 
in  the  shares  of  the  machinery  com- 


panies, based  on  the  thought  that  the 
economy  needs  more  productive  ca- 
pacity. The  backlogs  of  the  machinei  \ 
makers  have  continued  to  increase.  It 
seems  to  me  that  these  stocks  are  now 
selling  ex-boom  prices,  and  I  wonder 
if  some  of  them  are  beginning  to  be 
much  more  interesting.  Ingersoll- 
Rand,  which  has  a  lot  to  commend  it, 
is  down  from  97  to  around  76  as  this 
is  written,  Babcock  6-  Wilcox  has 
dropped  from  37  early  this  year  to  21, 
Halliburton  from  194  to  149,  Hughes 
Tool  from  86  to  63,  and  Schlumberger 
from  133  to  102. 

Serious  Problems 

Returning  to  "inevitabilities,"  there 
are  some  that  are  not  so  pleasant,  and 
which  should  not  be  forgotten  if  the 
stock  market  averages  get  up  into  the 
900-950  area  this  summer,  as  I  still 
expect.  One  is  that  the  cost  of  fuel 
and  the  cost  of  borrowed  money  is 
sure  to  make  utility  rates  go  higher 
and  higher,  and  utility  shares  less  at- 
tractive as  dependable  dividend  pay- 
ors than  in  the  past.  Another  is  that 
regardless  of  any  near-term  softening 
of  short-term  money  rates,  interest 
rates  are  sure  to  be  very  high  for  a 
long,  long  time.  Part  of  this  is  com- 
pensation for  the  probable  decline  in 
the  buying  power  of  the  principal 
loaned  during  the  period  of  the  con- 
tract, and  part  of  it  is  due  to  a  def- 
inite shortage  of  capital,  plus  the  fact 
that  the  quality  of  risks  has  deteriorat- 
ed because  of  loaning  policies  that 
were  often  too  liberal. 

Still  another  inevitable  is  inade- 
quate depreciation  for  most  compa- 
nies, which  tends  to  make  part  of  re- 
ported earnings  fictional  rather  than 
real.  You  just  can't  replace  plant  for 
what  it  originally  cost,  and  most  com- 
panies are  writing  off  depreciation  on 
the  basis  of  original  cost  rather  than 
on  the  basis  of  replacement  cost. 

No  question  about  it,  this  is  a  dii- 
ficult  time  to  invest.  Inflation  is  es- 
sentially an  involuntary  levy  on  capi- 
tal. This  levy  is  assessed  on  property 
because  we  have  done  so  much  so 
long  with  borrowed  money.  As  We 
have  borrowed  we  have  inevitably 
added  to  the  available  buying  power 
without  adding  equally  to  (he  goods 
and  services  available  tor  purchase. 
Inflation  has  ceased  to  be  a  boon,  no 
longer  adding  to  the  standard  ol  li\ 
ing.  At  the  same  time,  socieh  is  un- 
willing to  take  the  drastic  steps  that 
could  stop  it  in  its  tracks.  Even  worse, 
if  it  were  stopped  in  its  tracks,  the 
risk  of  deflation  would  !><•  meal  and 
deflation  is  a  most  unpleasanl  experi-i 
ence  for  everyone.  So  we  try  to  im- 1 
provise  by  aiming  to  slow  down  I  !'•'. 
inflation  to  6%  or  7%  inflation.  It  is 
not  an  easy  thing  to  do.    ■ 
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Stock  Comments 


A  Quarter  of  1% 


By  Heinz  H.  Biel 


For  some  time  there  has  been  a  wide- 
ly held  belief  in  Wall  Street  that  all 
that  was  needed  to  shake  the  stock 
market  out  of  its  rut  was  some  indica- 
tion that  money  rates  had  peaked. 
The  market  seemed  to  be  ready  for  a 
move.  Except  for  a  casualty  here  or 
there,  selling  pressure  had  subsided. 
Earnings  estimates  for  1974  were  be- 
ing revised  upward  in  a  great  many 
instances,  and  dividend  increases  in 
May  set  a  record.  Besides,  the  time 
had  come  for  the  usual  summer  rally. 
When  early  last  month,  Walter 
Wriston,  Citicorp's  chairman,  pre- 
dicted that  the  banks'  prime  lending 
rate  would  be  down  to  7%  by  the 
end  of  1974,  and  when  First  National 
City  Bank  obliged  by  cutting  its  prime 
rate  by  one-quarter  per  cent  to  11/4%, 
Wall  Street  took  the  bait  and  cele- 
brated for  a  few  days.  People  who 
had  never  looked  at  the  Fed's  weekly 
■statements  before  (because  they 
•couldn't  understand  them  anyhow), 
now  began  to  scrutinize  them  every 
Friday  morning,  hoping  to  discern  rea- 
sons for  a  further  reduction  in  the 
prime  rate.  It  came  as  a  disappoint- 
ment when  no  other  major  New  York 
City  bank  followed  First  National 
City's  lead. 

I  believe  that  this  preoccupation 
with  the  prime  rate  is  exaggerated. 
That  quarter  of  one  per  cent  is  not 
particularly  meaningful,  unless  it  sig- 
nifies a  definite  trend.  And,  with  all 
due  respect  for  Mr.  Wriston's  far  more 
profound  knowledge  of  banking,  I 
am  not  at  all  convinced  that  a  sig- 
nificant downtrend  of  money  rates  is 
imminent.  Dr.  Burns  has  made  it  very 
clear  that  he  has  no  intention  of  eas- 
ing up  in  his  determination  to  fight 
inflation  with*  a  painfully  strict  mone- 
tary policy.  So  far  there  are  very  few 
people,  even  in  Congress,  who  have 
dared  to  oppose  him,  at  least  openly. 
If  the  prime  rate  should  come  down 
to  7%  by  Christmas,  it  would  probably 
mean  that  the  American  economy  was 
in  a  far  deeper  slump  than  anybody 
now  expects. 

While  present  high  money  rates  are 
causing  serious  problems  for  any  busi- 
ness in  need  of  short-term  credit  ac- 
commodations—the REITs,  for  exam- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


pie,  are  really  hurting— it  is  the  high 
level  of  interest  rates  on  intermediate 
and  long-term  bonds  that  should 
cause  even  greater  concern.  The  plight 
of  the  electric  utilities  in  need  of  un- 
told billions  of  dollars  of  long-term 
financing  has  become  notorious.  A- 
rated  bonds  now  yield  over  10%.  A 
Niagara  Mohawk  antipollution  bond 
of  medium-grade  quality  was  offered 
last  month  on  a  8%  basis,  fully  ex- 
empt from  federal,  state  and  city  in- 
come taxes. 

Neither  Rhyme  nor  Reason 

Although  the  relative  attractive- 
ness of  investments  other  than  com- 
mon stocks  is  a  factor  one  cannot  af- 
ford to  overlook,  this  does  not  pre- 
clude a  resumption  of  the  summer 
rally.  It  is  my  opinion  that  all  this 
elation  over  a  small  drop  in  the  prime 
rate  was  an  excuse  for  a  rally  rather 
than  its  cause.  There  need  not  be  a 
specific  reason  for  bear-market  ral- 
lies. They  just  happen;  don't  ask  why. 
It's  the  same  with  setbacks  in  bull 
markets,  and,  while  market  commenta- 
tors are  always  ready  with  an  expla- 
nation, it  ain't  necessarily  so. 

Unfortunately,  participation  in  such 
intermediate  market  swings  is  becom- 
ing increasingly  costly  for  the  individ- 
ual investor  or  trader.  The  largest 
stock  brokerage  firm  along  with  sev- 
eral others  are  now  increasing  their 
commission  rates  by  5%  on  all  trans- 
actions up  to  $300,000,  at  which 
point  the  rates  are  "negotiated," 
meaning  dictated  by  the  customer. 

The  buyer  of  50  shares  of  a  $60 
stock  will  need  a  move  of  2/4  points 
just  to  break  even.  But  if  one  buys 
1,000  shares  at  60,  only  a  little  more 
than  one  point  is  required,  and  it  gets 
less  and  less  the  larger  the  amount 
of  the  transaction.  Before  Washington 
got  involved  in  regulating  brokerage 
commissions,  the  small  investor  was  in 
a  way  subsidized  by  the  large  com- 
missions generated  by  institutions  and 
other  large  investors.  This  is  no  longer 
possible.  It  is  evident  that  the  Securi- 
ties &  Exchange  Commission  and  cer- 
tain politicians  have  done  a  great  dis- 
service to  those  whom  they  pretended 
to  help.  This  is  hardly  the  right  way 
to  rekindle  the  individual  investor's 
desire  to  buy  or  to  trade  stock. 


Happy  indeed  is  the  company  that 
doesn't  have  to  go  to  the  banks  these 
days  to  borrow  money.  Even  happier 
is  a  company  that  can  afford  to  pay 
back  its  debt  at  this  time.  Boeing 
has  reasons  to  be  profoundly  happy. 

During  1973  Boeing  paid  off  vir- 
tually its  entire  short-term  debt  of 
$107  million.  In  addition,  the  com- 
pany reduced  its  long-term  debt  by 
$338  million,  to  a  modest  $165  mil- 
lion. This  is  a  most  remarkable  accom- 
plishment. It  was  done  by  drastically 
trimming  its  inventories  (by  $378  mil- 
lion) and  receivables  (by  $30  mil- 
lion), and  by  using  its  surplus  cash 
flow.  All  this  was  done  without  reduc- 
ing its  cash  holdings  of  over  $50  mil- 
lion. Now  that  was  last  year.  An  addi- 
tional $96  million  of  a  term  loan  was 
repaid  in  the  first  quarter  of  1974! 

It  is  obvious  that  this  slashing  of 
Boeing's  indebtedness  is  of  material 
benefit  to  the  shareholders.  Interest 
and  debt  expenses  were  reduced  in 
1973  by  $17  million,  equivalent  to 
about  80  cents  a  share  (pretax).  Fur- 
ther substantial  savings  in  interest  will 
accrue  in  1974. 

Potential  Appreciation 

Boeing  had  a  rather  rough  time  in 
1969  and  1970.  Looking  back,  this 
experience  seems  to  have  been  bene- 
ficial. It  resulted  in  making  the  com- 
pany more  efficient  and  more  com- 
petitive. The  current  year  promises  to 
be  a  good  one,  probably  the  best 
since  1968.  It  started  off  with  a  bang: 
Per-share  earnings  for  the  first  quar- 
ter rose  to  83  cents,  from  49  cents  in 
1973.  Results  for  the  full  year  are 
somewhat  conjectural,  but,  because 
of  greatly  increased  deliveries  of  com- 
mercial jets,  mostly  to  foreign  coun- 
tries, and  a  further  reduction  of  inter- 
est charges,  net  income  should  ex- 
ceed $3  a  share.  The  present  order 
backlog  is  in  excess  of  $3.5  billion, 
which  approximately  equals  sales  for 
the  past  12  months.  Roughly  two- 
thirds  of  the  backlog  is  commercial. 

The  aerospace  industry  is  known 
for  its  ups  and  downs.  This  makes  an 
investment  even  in  a  financially  very 
strong  company,  as  3oeing  is  today, 
somewhat  hazardous.  This  is  not  a 
suitable  stock  for  widows  and  orphans. 
A  venturesome  investor,  on  the  other 
hand,  may  find  the  stock  appealing.  It 
has  been  acting  well  in  a  very  uncer- 
tain market  and  is  selling  at  its  high 
for  the  year  (18).  This  is  still  far, 
far  below  the  levels  of  the  mid-Sixties, 
but  those  prices  are  not  likely  to  be 
seen  again  for  a  long  time  to  come. 
The  present  60-cent  dividend  rate 
provides  only  a  nominal  return  of 
3%%,  but  the  appeal  of  the  stock  lies 
in  its  appreciation  potential,  not  its 
current  income.   ■ 


FORBES,   JULY   1,    1974 


87 


GIVE 

YOUR  FAIR 
SHARE 
THE 
UNITED  WAY 


The  United  Vfey 

Thanks 
to  you 

it's 
working 


jf21^>. 


* 

advertising  contributed  lor  tho  public  good 

©  The  United  Way  of  America  1973. 


Invest  in 
Over-The-  Counter 
Securities  Through 
A  Mutual  Fund 


OVER-THE-COUNTER 
SECURITIES  FUND,  Inc. 


Founded  1955 

is  the  first  Mutual  Fund  in- 
vesting exclusively  in  over- 
the-counter  securities.  The 
primary  objective  is  pos- 
sible CAPITAL  GROWTH. 

Send  coupon  today  for  Free 

Prospectus  and  Fact  Folder 

(Keogh  Plan  available) 


Review  Management  Corp. 

Oreland,    Pennsylvania    19075 


Name. 


Address. 
City 


.State. 


Technician's  Perspective! 


urn 


A  First  Hurrah? 


By  John  W.  Schul; 


You  can't  foretell  the  future  (neither 
can  I),  but  sometimes  it's  possible  to 
be  pretty  confident  about  what  will 
happen  if  some  specific  contingency 
materializes  first. 

Which  brings  me  to  Mr.  Hooper's 
column  in  the  June  15  issue.  Let  me 
hasten  to  say  that  I  have  no  quarrel 
whatever  with  Mr.  Hooper's  views 
and  suggestions.  He,  like  myself,  has 
been  expecting  a  summer  rally.  His 
advice— to  regard  it  as  an  opportunity 
for  reducing  stockholdings  because 
the  market  still  faces  too  many  un- 
solved problems— is  irreproachable.  In- 
deed, the  logic  of  it  is  so  compelling 
that  it  seems  bound  to  become  the 
conventional  wisdom,  provided  we  get 
that  summer  rally  in  the  first  place. 
In  other  words,  if  the  stock  market 
stages  an  intermediate-trend  recovery 
this  summer,  stockholders  almost  sure- 
ly will  be  bombarded  with  counsels 
of  caution. 

What  consequences  will  that  have 
for  the  overall  stock  price  movement? 
Obviously,  this  is  where  the  questions 
start  to  get  sticky.  To  the  extent  that 
defensive  attitudes  predominate,  they 
could  be  expected  to  stunt  any  ad- 
vance. In  fact,  if  a  lot  of  investors  have 
been  waiting  for  just  such  a  rally  to 
get  rid  of  stocks  as  a  hedge  against 
the  potential  consequences  of  all  those 
awesome  problems,  then  that  typical 
seasonal  recovery  might  have  difficul- 
ty merely  getting  off  the  ground. 

In  such  an  event,  a  strategy  of  sell- 
ing into  a  summer  rally  would  be  little 
or  no  more  advantageous  than  a  strat- 
egy that  called  for  selling  into  the 
March-May  reaction,  which  obviously 
is  what  a  great  many  people  did.  In- 
deed, round-lot  and  odd-lot  customers 
were  net  sellers  of  stock  on  the  NYSE 
from  early  February  through  late 
May,  with  weekly  round-lot  short 
sales  exceeding  total  round-lot  net 
sales.  This  implied  that  round-lot  cus- 
tomers were  in  effect  collectively  sell- 
ing stock  short  on  balance. 

On  the  other  hand,  all  that  net 
selling— the  statistics  say  it  represents 
residual  supply  in  the  form  of  stock 
borrowed  and  sold  short— during  a 
period  of  almost  four  months  preced- 
ing a  potential  summer  rally  was  al- 
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most  certainly  done  in  recognition  of 
precisely  the  same  terrifying  problems 
which  should  logically  call  for  still 
more  selling  if  some  optimists  should 
be  misguided  enough  to  buy  enough 
stock  to  produce  a  vigorous  summer 
rally.  Of  course,  the  necessary  de- 
mand could  conceivably  come  from 
the  short  side  of  the  market,  making 
a  summer  rally,  in  effect,  a  short- 
covering  rally. 

But,  in  that  event  it  would  remain 
to  be  seen  whether  investors  were  pre- 
pared to  liquidate  much  more  long 
stock  to  guard  against  those  well-ad- 
vertised calamitous  risks  than  they  had 
been  willing  to  sell  during  Febr tuny- 
May,  while  the  Dow  first  advanced 
and  then  declined  in  a  range  roughly 
between  800  and  900.  As  I  read  the 
statistics  of  trading,  by  far  most  of] 
that  sort  of  selling  has  already  been 
done.  If  so,  it  would  presumably  take 
some  hitherto  generally  unsuspected 
catastrophic  contingency  to  mobilize 
enough  additional  supply  of  long  stock 
to  throw  the  stock  price  movement 
into  another  big  bear-market  "leg"  fol- 
lowing a  summer  rally.  And  if  that 
rally  were  attributable  mainly  to 
short-covering  demand,  a  new  disaster 
threat  would  almost  inevitably  prompt 
a  fresh  wave  of  short  selling. 

Oversold 

What  all  this  boils  down  to,  in  m\ 
opinion,  is  (a)  that  the  market  was 
severely  oversold  when  it  began  I 
rally  early  last  month;  and  (b)  that 
a  new  wave  of  liquidation,  whethei 
long  or  short  on  balance,  following  I 
spring-summer  rally  would  probabfl 
quite  soon  produce  a  similar  or  e\ei 
more  dynamic  situation  of  latent  lech 
nical  strength. 

Under    such    conditions,    even    the 
vision  of  a  new  catastrophe  might  noi 
be  able  to  generate  a  collapse  to  d< 
new  bear-market  lows.  Thus,  the  pei 
fectly  rational  strategy  of  selling  into  ;  I 
seasonal   rally   as    a    defense   agaii 

known    and    unknown    dangers    eonli 
prove  to  be  self-frustrating.   What,  it  I 
othei    words,   could   logically    be    n 
garded    as    just    anothei    beai  marfa 
rall\    might    turn    out    to    he    the    li 
hesitanl  step  toward  a  hull  market 
perh. tps     muted      liisl      hurrah     rathe 
than   the  prelude   loi    anolhei    h 
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Stock  Trends 


Talk  Sense  to 
Stockholders 

By  Myron  Simons 


What  would  you  do  if  you  came 
home  from  a  trip  and  found  out  from 
your  neighbor,  instead  of  your  part- 
ner, that  your  business  wasn't  going 
so  well?  Especially  if  that  same  part- 
ner explained  that  he'd  been  meaning 
to  tell  you  about  sales  backing  up 
and  some  inventory  markdowns,  but 
didn't  want  to  discuss  it  until  the 
next  partnership  meeting.  The  more 
you  thought  over  what  he  told  you, 
the  madder  you  would  get. 

That's  a  fair  analogy  to  what  has 
happened  to  a  whole  group  of  de- 
stroyed stocks.  It's  one  of  the  worst 
things  that  has  happened  to  the  mar- 
ket, a  great  deterrent  to  the  return 
of  sensible  private  investors.  It  has 
hit  a  great  variety  of  companies  in 
different  fields— a  construction  compa- 
ny with  some  potential  inflation- 
caused  cost  overruns;  a  growth  com- 
pany with  a  quarter  of  slightly  lower 
earnings  for  a  variety  of  nonrecur- 
rent reasons;  an  insurance  company 
with  some  unexpected  losses. 

All  the  talk  from  the  company  has 
been  soothing.  Then  the  bad  news 
comes  out  in  the  newspaper  or  from 
some  alert  security  analyst.  Prices 
have  gone  down  20%  to  40%  in  a  sin- 
gle day,  and  by  the  time  the  compa- 
ny speaks  up,  it's  usually  too  late. 
!  It's  no  wonder  that  the  old  idea  of 
holding  good  stocks  through  thick  and 
thin  has  all  but  vanished. 

The  easiest  whipping  boys  to  date 
have  been  the  large  funds.  The  idea 
is  that  they  all  pile  on  together  and 
kill  the  market.  But  it's  hardly  their 
fault.  After  all,  it's  been  an  unfortu- 
nate truth  of  the  market  in  the  last 
five  years  that  the  first  disappoint- 
ment is  often  the  best  time  to  get 
out.  Second,  remember  that  when 
funds  dump  stock,  they  are  taking 
some  nasty  losses  themselves.  So  let's 
not  be  glib  and  blame  it  on  them— 
or  on  the  newspapers  or  the  security 
analysts  who  feel  that  they  get  paid 
for  finding  out  what's  going  wrong 
as  well  as  what's  going  right.  In  fair- 
ness to  managements,  sometimes  they, 
too,  are  caught  in  a  quandary:  afraid 
of  the  legal  implications  of  releasing 
too  much  information  and  forced  in- 
to  the   role   of   answering   after   the 
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charge  has  already  been  made  and 
the  worst  of  the  damage  is  done. 

If  no  one  is  to  blame,  what  can 
we  do  about  it?  The  answer  lies  in 
changing  the  system,  the  old  routine. 
For  years,  when  the  stockholder  was 
able  to  trust  the  stability  of  the  mar- 
ket, the  information  available  to  him 
was  adequate.  Now,  it's  not.  Now,  it's 
imperative  that  if  we  are  going  to 
have  an  orderly  market,  there  should 
be  as  few  surprises  as  possible. 

The  old  system  of  management 
communication  with  its  stockholders— 
"tell  the  truth  about  what's  happened 
but  make  as  few  commitments  about 
the  future  as  possible"— is  antiquated 
and  should  be  changed.  Maybe  the 
president  of  a  company  doesn't  like 
to  make  earnings  forecasts,  but  he 
should  tell  the  stockholders  in  detail 
about  his  future  plans,  including  not 
only  what  can  go  right  but  also  what 
can  go  wrong. 

The  Dump-at-any-Price  Syndrome 

How  should  the  communications 
take  place?  Well,  let's  start  with  the 
annual  report.  Quite  often  it's  a  plush, 
expensive  and  informative  book— but 
informative  about  the  past  and  not  the 
present  or  the  future.  The  boss  mod- 
estly credits  the  company's  great  suc- 
cess to  the  dedicated  work  of  his  col- 
leagues (implying,  of  course,  that  the 
dodoes  couldn't  have  done  it  without 
his  leadership).  Wouldn't  it  be  nice 
to  read  a  message  that  spoke  in  sharp, 
realistic  terms  about  the  past  year 
and  in  concrete,  specific  terms  about 
what  management  sees  ahead? 

Let's  face  it,  Mr.  President,  your 
stockholders  are,  after  all,  fellow  own- 
ers, partners  of  yours.  They  deserve 
to  know  how  their  money  is  going  to 
be  made  in  the  future,  why  the  com- 
pany is  taking  the  actions  it  does— and, 
from  time  to  time,  to  see  a  progress 
report. 

Yes,  and  also  about  what  may  be 
going  wrong!  Don't  let  us  find  out 
from  an  outsider  or  from  a  newspaper. 
The  fact  is  that  corporate  planning 
can't  really  be  done  on  a  quarter-by- 
quarter  basis,  and  most  stockholders 
know  that.  Just  let  us  know  that  al- 
lowance has  been  made  for  slip-ups, 
that  they  won't  interfere  with  future 
growth  plans,  and  the  whole   "slap- 


them-out-at-whatever-price"  syndrome 
can  be  on  its  way  out. 

It  might  be  worthwhile  to  look  at 
some  of  the  stocks  that  have  suffered 
most  from  this  sudden-shock  treat- 
ment. (Please  understand  that  I  do 
not  intend  to  criticize  all  of  the  man- 
agements involved.  Many  have  done 
their  best  to  keep  us  informed. ) 

Combustion  Engineering  (42)  is 
down  to  under  a  half  of  what  it  sold 
for  earlier  this  year.  The  press  report 
that  sent  it  through  the  bottom  sug- 
gested it  was  making  contracts  that 
were  more  liberal  in  some  of  their 
terms  than  those  of  its  competitors. 
The  company  denied  this  and  offered 
some  evidence  to  prove  its  point. 
Since  the  construction  field  in  which 
Combustion  specializes  is  likely  to  find 
demand  strong  for  a  long  time  to 
come,  the  stock  is  probably  worth  a 
nibble  at  these  levels. 

The  same  can  be  said  of  most  utility 
stocks.  They  were  hit  by  Con  Ed-itis. 
Temporarily,  Public  Service  Commis- 
sions have  been  slow  about  granting 
increases  in  rates,  although  they  are 
admittedly  needed  to  cover  increased 
costs.  This  is  a  situation  that  is  bound 
to  be  straightened  out  in  most  areas 
of  the  country.  The  utilities  are  sell- 
ing at  the  lowest  P/Es  in  memory, 
but  the  cloud  that  has  hung  over 
them  since  the  Arab  oil  embargo  may 
be  lifting,  and  there  are  innumerable 
sound  stocks  to  buy. 

The  aluminum  companies  have  suf- 
fered a  shock  from  the  bauxite  pro- 
ducing countries.  So  far,  they've  been 
pretty  quiet  about  it.  But  they  are 
engaged  in  negotiating  and,  when 
they  are  through,  we  may  hear  some 
answers  that  hardly  justify  the  dam- 
age done  to  the  stocks. 

To  get  back  to  my  original  point, 
I  wonder  whether  the  above  stocks 
and  groups  of  stocks  would  have 
been  so  badly  hurt  had  management 
taken  steps  to  prepare  shareholders 
for  the  shocks  that  the  managements 
must  in  many  cases  have  known  were 
coming.  It's  hard  to  prove,  but  I  don't 
see  what  would  be  lost  through  re- 
placing Fourth-of-Ju'y  orations  with 
more  plain  talk. 

When  the  SEC  first  came  into  be- 
ing and  insisted  on  more  disclosure, 
it  frightened  both  a  number  of  Wall 
Streeters  and  a  number  of  corporate 
executives.  But  it  led  to  the  greatest 
public  interest  of  all  time,  and  a  vol- 
ume of  trading  that  would  have 
seemed  incredible  back  in  the  1930s 
and  1940s.  We  must  now  upgrade  the 
process  and  keep  up  with  the  times. 
If  we  know  more,  we  will  need  to 
worry  less,  and  the  security  analysts, 
the  financial  writer  and  the  corporate 
executive  can  work  together  to  bring 
back  a  new  interest  in  stocks.  ■ 


FORBES,   JULY    1,    1974 


89 


The  Market  Outlook 


An  Optimistic  View 

By  Sidney  B.  Lurie 


The  able  chairman  of  the  Dow 
Chemical  Co.,  Carl  A.  Gerstacker, 
recently  made  a  number  of  significant 
observations:  "The  world  belongs  to 
the  optimists.  ...  If  you  study  history, 
the  optimistic  people  were  the  ones 
who  were  always  right.  .  .  .  Our  real 
problem  today  is  not  so  much  that  the 
numbers  of  problems  have  increased, 
it's  that  we  see  them  more.  .  .  .  We 
have  better  understanding  and  we 
know  more  of  the  problems  than  we 
used  to."  It  seems  to  me  that  the 
question  for  today  is  simple:  Are  the 
worst  of  the  horror  stories  which  can 
be  developed  a  reality?  Can  the 
stock  market  work  itself  out  of  the 
problems  which  have  harassed  senti- 
ment in  recent  months?  I  take  the 
Carl  Gerstacker  view  and  believe 
the  answer  will  be  on  the  construc- 
tive side. 

The  latest  forecast  from  the  Fed- 
eral Energy  Office  illustrates  how 
psychology  can  change— and  psycholo- 
gy obviously  helps  make  stock  prices. 
The  prediction  is  that  with  care  we 
can  avoid  blackouts  and  brownouts  of 
electricity  this  summer.  And  our  fuel 
inventories  have  now  returned  to  com- 
fortably high  levels.  The  combination 
of  relatively  free  vacation  driving 
ability  plus  enough  electricity  to  keep 
homes  cool— and  the  prospect  that 
the  prime  rate  bubble  now  has  burst 
—should  make  for  a  better  mood  this 
summer. 

All  of  which  raises  the  prospect 
that  inventory  deaccumulation  will 
replace  the  inventory  accumulation 
which  boosted  business  activity  and 
corporate  earnings  in  the  fourth  quar- 
ter of  1973  and  the  first  quarter  of 
this  year.  But  the  history  of  the  early 
Fifties  indicates  that  commodity  price 
and  inventory  deflation  does  not  have 
to  spell  a  massive  business  readjust- 
ment. I  suspect  that  basic  corporate 
earning  power  would  be  helped  rath- 
er than  hurt  by  a  "cooled  off"  econo- 
my, inasmuch  as  more  normal  pro- 
duction schedules  means  better  op- 
erating efficiency.  Above  all,  I  doubt 
that  the  second-half  trend  of  business 
activity  as  such  is  the  key  factor  in 
the  stock  market  outlook.  Rather,  I 
suspect  it  revolves  around  a  change  in 
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the  overall  environment,  which  means 
the  intangible  of  confidence  in  the 
longer-term  outlook  for  capital. 

With  leading  companies  in  tradi- 
tional industries  having  changed  char- 
acter and  developing  a  better  than 
past  multiple,  I'm  impressed  with 
Deere  6-  Co.  (around  39,  paying 
$1.60).  The  production  and  material 
problems  which  squeezed  margins  in 
the  first  fiscal  half  are  now  lessening 
and  full-year  earnings  may  come  close 
to  1973  record  profits  of  $5.75  per 
share.  The  company's  industrial 
equipment  division,  which  contribut- 
ed almost  20%  of  total  1973  sales, 
could  more  than  double  in  the  next 
five  years,  and  its  profitability  is  as 
good  as  that  of  the  farm  equipment 
division,  which  contributes  75%  of 
sales.  The  1975  farm  equipment  out- 
look could  be  better  than  indicated  by 
the  prospect  of  "flat"  farm  income: 
The  replacement  cycle  has  been  ac- 
celerated by  demand  for  new  and 
larger  machines.  Also,  today's  produc- 
tion rates  penalize  factory  efficiency. 

A  Profits  High 

I  also  see  speculative  merit  in  The 
New  York  Times  (around  13,  paying 
60  cents).  There  is  a  significant  dif- 
ference between  the  New  York  Times 
Co.  of  today  and  the  one  that  went 
public  in  1968  (at  $53  per  share). 
Illustrative  of  its  wider  base  in  the 
information  business,  the  newspaper 
last  year  provided  60%  of  consolidated 
net  income,  in  contrast  to  80%  in  1968 
(the  percentage  will  be  even  less  this 
year).  The  balance  is  now  being  pro- 
vided by,  among  Other  operations,  11 
magazines,  11  fully  automated  region- 
al newspapers,  a  TV  station,  three 
book  publishing  firms  and  a  highly 
profitable  equity  in  three  Canadian 
newsprint  producers.  In  my  opinion, 
the  agreement  between  the  New 
York  printers  union  and  the  Times 
has  very  constructive  implications  for 
this  division  of  earnings  in  coming 
years.  I  expect  consolidated  profits 
to  reach  an  alltime  high  in  the  $1.70- 
per-share  area,  as  compared  with 
$1.56  per  share  last  year,  $1.06  in 
1972,  80  cents  in  1971.  The  compa- 
ny's 10.2  million  class  "A"  shares  out- 
standing sell  at  a  lower  multiple  than 
thore  of  most  newspaper  chains.  ■ 


Readers  Say 


(Continued  from  page  10) 

As  He  Sees  It 

Sir:  For  as  long  as  I  have  been  a 
businessman  (20  years),  economic 
experts  have  held  that  inflation  is 
due  to  unhealthy  high  demand;  that 
the  best  way  to  cure  inflation  is  to 
check  demand  through  a  "mild"  re- 
cession. How  do  they  induce  this  re- 
cession? Through  tight  money.  Ev- 
ery time  that  "mild"  recession  was  in- 
duced, inflation  soared.  The  reason  is 
obvious.  A  small  business  knows  that 
the  lower  the  sales,  the  higher  his 
costs,  hence  the  higher  his  prices. 

—Julius  G.  Hammerslag 
Newport  Beach,  Calif. 

FORBES  Unfair 

Sir:  Regarding  your  comments  on 
the  mobile  home  industry  (May  I), 
and  Redman  Industries  in  particular, 
if  you  had  taken  the  time  to  find  out, 
you  would  have  discovered  that  Red- 
man is  profitable  and  is  not  in  any 
danger  of  collapse. 

—Lee  Posey 

President, 

Redman  Industries  Inc. 

Dallas,  Tex. 

Forbes  stands  by  the  facts  as  pre- 
sented—Ed. 

We  Pay  Taxes 

Sir:  You  included  American  Brands 
with  companies  reported  as  having 
"paid  an  effective  U.S.  tax  rate  of 
between  1%  and  10%  on  reported  prof- 
its" ( The  Numbers  Game,  June  1 ) .  The 
Vanik  study  did  not  report  1972  tax 
data  for  American  Brands;  our  ef- 
fective U.S.  federal  tax  rate  for  1972 
was  33.8%  and  our  consolidated  in- 
come tax  rate  (federal,  foreign  and 
state)  was  49.3%. 

—G.J.  Schramm 

Executive  Vice  President, 

American  Brands 

New  York,  N.Y. 

Includes  Us,  Too 

Sir:  In  your  article  "The  Nuclear 
Future"  (May  1),  you  mention  thai 
"It's  an  interrelated  business.  Westing- 
house  relies  on  B&W  for  the  pressure 
vessels  which  hold  the  reactor  con 
Wesringhouse  relies  on  B&W  and  Com- 
bustion Engineering  for  reactor  ves- 
sels; in  recent  years,  the  ratio  of  or- 
ders indicates  a  ten-to-one  preference 
for  Combustion  Engineering. 

—Donald  E.  Lyons 

Regional  Vice  President, 

Combustion  I  )i>  Ision, 

Combustion  Engineei  Ing 

Windsor,  <  !onn, 
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God  grants  liberty 
only  to  those  who  love  it 
and  are  always  ready 
to  guard  and  defend  it. 
Daniel  Webster 


It  is  doubtful  whether 
the  oppressed  ever  fight 
for  freedom. 

They  fight  for  pride  and  power- 
power  to  oppress  others. 
Eric  Hoffer 


We  must  accept  the  disciplines 

of  democracv  as  well  as  its  freedoms. 

H.W.  Chase 


If  a  nation  values  anything 
more  than  freedom, 
it  will  lose  its  freedom; 
and  the  irony  of  it  is  that 
if  it  is  comfort  or  money 
that  it  values  more, 
it  will  lose  that,  too. 
Somerset  Maugham 


Patriotism  is 

collective  responsibility. 

Arnold  Glasow 


Ambition  makes  the  same  mistake 
concerning  power, 
that  avarice  makes  as  to  wealth. 
She  begins  by  accumulating  it 
as  a  means  to  happiness, 
and  finishes  by  continuing 
to  accumulate  it  as  an  end. 
Caleb  C.  Colton 


Ambition  is  the  mainspring 

of  nearly  all  progress, 

yet  uncontrolled,  unbridled  ambition 

can  spur  men  into  cruel, 

selfish,  despicable  deeds.  To  be 

without  ambition  is  to  be 

mentally  dead.  But  supreme  caution 

must  be  taken  that  ambition 

is  not  such  as  to  kill  us  morally 

and  spiritually. 

B.C.  Forbes 


It  does  not  do  to  leave  a  live  dragon 
out  of  your  calculations, 
if  you  live  near  him. 
J.R.  Tolkien 


Beware  of  what  you  want- 
for  you  will  get  it. 
Ralph  Waldo  Emerson 


Say  what  we  will, 

we  may  be  sure  that  ambition 

is  an  error.  Its  wear  and  tear 

of  the  heart  are  never  recompensed. 

Edward  Bulwer-Lytton 


Ambition  and  suspicion 
always  go  together. 
Georg  C.  Lichtenberg 


It  is  the  constant  fault 

and  inseparable  evil  quality 

of  ambition, 

that  it  never  looks  behind  it. 

Seneca 


Ambition  does  not  see 
the  earth  she  treads  on: 
The  rock  and  the  herbage 
are  of  one  substance  to  her. 
Walter  Savage  Landor 


Many  Americans  cannot  define 
democracy;  like  the  schoolboy 
when  asked  to  define  an  elephant 
confessed  he  was  unable  to  do  so, 
but  insisted  he  would  recognize 
an  elephant  when  he  saw  one. 
Adlai  Stevenson 


I  desire  to  see  in  this  country 

the  decent  men  strong 

and  the  strong  men  decent, 

and  until  we  get  that  combination 

in  pretty  good  shape, 

we  are  not  going  to  be  by  any  means 

as  successful  as  we  should  be. 

Theodore  Roosevelt 


Caution  and  conservatism 

are  expected  of  old  age; 

but  when  the  young  men  of  a  nation 

are  possessed  of  such  a  spirit, 

when  they  are  afraid  of 

the  noise  and  strife 

caused  by  the  applications 

of  the  truth, 

heaven  save  the  land! 

Its  funeral  bell  has  already  rung. 

Hexry  Ward  Beecher 


There  is  no  happiness 
in  wickedness. 
Ezra  Taft  Benson 


We  can  usually  get  more  out 

of  ourselves  by  demanding  more. 

William  Feather 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574^page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text  . .  . 


Sent     in     by     W.     Fulton  Abercrombie. 

McLean,  Va.  What's  your  favorite  text? 

The    Forbes    Scrapbook   of  Thoughts   on 

the    Business    of    Life    is  presented    to 
senders  of  texts  used. 


//    ye   abide    in    me,    ami    my    word$ 
abide  in  you,   ye  shall  ask   what   (/<• 
will,  and  it  shall  be  done  unto  you. 
John  15:7 
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Why  Our  Forests 
Are  Pure  Gold 
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How  come  there's  no 
Moscow  Mercantile  Exchange? 
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We're  not 
just  a  plane  old 
company. 


Of  course,  we're  still  very  much  in- 
volved in  aerospace  but  that  tech- 
nology is  producing  other  products 
and  services  as  well.  Here  are  some  of 
the  aerospace  and  non-aerospace 
goings  on  under  our  wings . . . 

A.  New  concept  in  modular  building  — 
designed  and  built  for  the  National 
Weather  Service. 

B.  Over  25  years  experience  in  alumi- 
num truck  bodies,  specialized  buses 
and  other  vehicles. 

C.  Long  range  studies  in  solar  power 
to  help  ease  the  energy  crunch. 

D.  ELMS-USAF's  scientific  observa- 
tion and  measurement  satellite. 

E.  Aerial  environmental  and  explora- 
tion studies  from  Greenland  to  Peru. 

F.  Our  single  engine  airplanes  mean 
business,  they're  the  most  efficient  in 
the  industry  in  terms  of  miles-per- 
gallon. 

G.  Pearson  Yacht's  newest:  10  Metre 
sailing  auxiliary 

H.  Energy  programs  save  money  and 
conserve  energy  for  building  owners 
I.  Grumman's  Data  Systems  group  has 
expanded  its  commercial  business 
base  every  year  since  it  started 
J.  We've  been  making  the  best  line  of 
aluminum  canoes  for  more  than  25 
years. 

K.  Latest  Grumman  hydrofoil  design. 
L.  Operating  room  control  console 
puts  everything  at  the  doctors'  finger- 
tips—another must  for  newly  designed 
medical  facilities 

M.  Transoceanic  Gulfstream  II  serves 
the  international  travel  requirements  of 
key  employees  and  heads  of  state 
N.  New  ways  to  move  waste  into  dol- 
lars with  waste  recycling  systems. 
O.  Our  agricultural  aircraft  — a  leader 
in  the  field  — helps  the  world  grow 
more  food 


P.  Only  operational  U.S.  aircraft  de- 
signed expressly  as  an  all-weather 
carrier-  or  land -based  combat 
intelligence  center. 

Q.  Our  new  automated  fire  hose  con- 
trol puts  fire  fighting  control  at  the 
nozzle  and  not  at  the  pumper. 
R.  U.S.  Navy's  most  advanced  elec- 
tronic countermeasures  aircraft 
S.  Passenger  loading  bridges  for 
Boston's  Logan  Airport. 
T.  F-14  Tomcat,  world's  most  ad- 
vanced fighter  plane 
U.  Shipboard  waste  treatment  system 
developed  for  offshore  industry. 
V.  Our  homes  on  wheels  are  for  the 
young  at  heart 

W.  The  Lunar  Module  — only  vehicle 
ever  to  deliver  men  to  and  from  the 
moon     built  by  Grumman. 
Grumman  Corporation,  Bethpage, 
New  York  1 1714  GRUMMA|| 
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Neither  Tom  nor  Huck  ever  found  himself 
in  a  swirling,  foaming  sea  of  phosphates. 
Nor  contending  with  any  of  today's 
industrial  and  municipal  wastes.  But 
modern  anti-pollution  technology  is 
finding  the  answers.  And  we're  deeply 
involved.  In  fact,  Crane  and  its  Cochrane 
Environmental  Systems  Division 
have  been  specialists  in  water  and  waste 
treatment  for  better  than  a  century. 
The  pollution  symptom  above 
(sometimes  accompanied  by  malodorous 
gasses)  indicates  dissolved  organic 
solids.  For  this  particular  problem  (as  for 
many  others)  Crane  provides  tailor-made 
techniques  and  tools.  For -example: 


Ozonators.  Degassers.  Aerators.  Carbon 
filters.  Clarifiers.  Reverse  osmosis.  Plus  a 
wide  selection  of  valves  and  pumps  for 
fluid  control.  All  backed  by  specialized 
skills  and  knowledge. 

Dissolved  organic  solids  represent 
just  one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information  contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


CRANE 


Crane  makes  it  flow  clean  again. 
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Where  Is  My  Shelter? 

With  commendable  digging  last  month,  The  Wall  Street  Journal  broke  the 
story  about  how  some  of  the  smartest  businessmen  in  the  U.S.  were  taken 
to  the  cleaners  in  the  Home-Stake  Production  oil-drilling  tax  shelter. 

Forbes  readers  shouldn't  have  been  surprised  that  so  many  tax  shelters 
have  proved  to  be  snares  and  delusions.  Frankly,  we've  been  biased  against 
this  kind  of  "investing"  for  a  long  time: 

"For  their  sponsors,  the  oil  funds  have  been  a  path  to  wealth.  .  .  .  Some 
investment  men  are  dubious  about  them,  however."  (Forbes,  Aug.  1,  1969; 
an  article  on  Clinton  Oil.) 

"Many  high-income  investors  have  gone  into  tax-sheltered  and  other  com- 
plicated investments  scarcely  understanding  either  the  risks  or  the  high  cost 
of  entry  .  .  .  the  risk/ reward 
ratio  is  extremely  unfavor- 
able. Put  simply,  the  pos- 
sibilities of  loss  exceed  the 
possibilities  of  gain.  Espe- 
cially is  this  so  when  much 
of  the  original  invest- 
ment is  siphoned  off  in  sales 
and  management  charges." 
(Forbes,  July  15,  1971;  a 
cover  story  on  oil  and  other 
tax  shelters. ) 

"If  you're  a  small  inves- 
tor, beware  of  complicated 
tax-shelter  deals.  They  may 
work  for  the  Rockefellers  but 
not  for  you  ....  Even  the 
good  tax  shelters  have  their 
drawbacks."  (Editor  of 
Forbes  writing  in  New 
York  magazine,  Nov.  13,  1972.) 

"Some  people  bought  [tax  shelters]  as  an  ego  trip;  doing  what  the  rich 
do.  Still  others  were  misled  by  overzealous  salesmen  ....  Many  of  the  shelters 
were  double  ripoffs:  first  of  the  Treasury;  second,  of  the  investors  who 
bought  them."  (Forbes,  Sept.  1,  1973;  an  article  on  proposed  Congressional 
crackdown  on  shelters.) 

"Will  people  never  learn  that  tax  'shelters'  are  by  no  means  leakproof? 
That  losing  their  money  is  a  very  poor  way  of  avoiding  income  taxes?" 
(Forbes,  May  1,  1974;  an  article  on  huge  losses  taken  by  investors  in  cattle- 
feeding  shelters.) 

We  will  have  to  eat  crow  on  one  point.  We  warned  that  tax  shelters 
were  bad  for  small  and  medium  investors.  After  reading  the  list  of  names 
trapped  in  the  Home-Stake  Production  oil  debacle,  we'd  say  that  the  shelters 
can  be  bad  for  the  rich,  too. 

P.S.:  We  wish  we  had  been  as  right  about  the  stock  market  as  we  were 
about  tax  shelters.  ■ 
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it  tastes 
expensive 

...and  is. 


Makers 

@MarK 


WHISKY 

OM  («»'•  W"*  H**h 


Made  from  an  origir\al  old  style 

sour  mash  recipe  by  Biff  Samuels, 

/ourth  generation  Kentucky  Distiller. 


Maker's  Mark  Distillery,  Loretto,  Ky., 
Ninety  Proof- Fully  Matured. 


SPRAY  COAT  BAD  ROOFS 

Your  crew  uses  our  equipment  to  spray 
plastic  coating.  Our  roof  spray  process  is 
an  inexpensive,  foolproof  method  of 
resurfacing  your  own  plant  roofs.  We 
loan  you,  free  of  charge,  the  roof  spray 
equipment  and  provide  jobsite 
instruction  to  your  own  maintenance 
men.  You  decide  when  the  work  is  to  be 
done  and  realize  savings  up  to  80%  on 
labor  costs.  Inquire  by  mail  or  call  us 
collect  at  (216)283-0300.  We  will  send 
you  a  copy  of  our  64  Page  Roofing 
Catalog  and  arrange  an  opportunity  for 
you-  to  see  our  color  roofing  movie. 


|  Randustrial  , 

orporation 

Sales  Offices  in  Principal  Cities 


13306     Union  AveVCIeveland,  Ohio  44120 1 
Telex:980  374       Phone:  (21 6)283  -0300, 


Trends  &Tangents 


Business 


It's  The  Upkeep 

Think  the  only  big  cost  for  home 
appliances  is  the  purchase  price? 
Think  again.  According  to  a  recent 
study  by  the  Massachusetts  Institute 
of  Technology,  a  $500  color  television 
set  can  be  expected  to  cost  an  addi- 
tional $350  for  servicing  and  will  con- 
sume $120  worth  of  power  during  its 
lifetime.  By  contrast,  a  $400  refrigera- 
tor should  cost  only  $60  to  $70  for 
servicing— but  over  $600  for  power. 

Executive  Life  Begins  At  65 

For  an  outfit  known  by  such  an  in- 
delicate name  as  the  Paunch  Corps, 
the  International  Executive  Service 
Corps  has  done  a  surprising  amount 
of  getting  around  in  its  first  ten  years 
of  existence.  In  its  first  decade,  the 
IESC  has  assigned  some  2,200  male 
(and  17  female)  retired  business  ex- 
ecutives to  3,800  consulting  projects 
in  56  developing  countries  in  Latin 
America,  Africa,  Southeastern  Eu- 
rope, the  Middle  East  and  South  and 
East  Asia,  where  they  acted  as  vol- 
unteer advisers  to  locally  owned  firms. 
The  average  length  per  project  was 
about  three  months;  the  compensa- 
tion, nil,  except  for  travel  and  living 
expenses.  The  most  common  type  of 
project  was,  as  might  be  expected  in 
developing  countries,  in  food  produc- 
tion, processing  and  distribution.  The 
IESC  has  even  suffered  its  share  of 
casualties  among  its  consultants.  In 
addition  to  lesser  illnesses  and  mis- 
haps, some  nine  of  its  consultants 
died  on  active  duty— though  so  far 
none  because  of  hostile  causes. 

Pump  It  Out 

With  perhaps  a  modicum  of  sell- 
interest  but  probably  also  with  a 
large  measure  of  truth,  Dr.  Simon 
Ramo  (Forbes,  May  15)  recently 
proclaimed  that  the  U.S.  can  get  Far 
more  oil  out  of  its  wells  by  making 
fuller  use  of  new  pump  technology. 
The  potential  for  self-interest  lies  in 
the  fact  that  TRW,  Inc.  (original 
ly  Thompson-Ramo-Wooldridge),  ol 
which  Dr.  Ramo  is  vice  chairman,  is 
a  major  maker  of  submergible  oilfield 
pumps.  But  the  Russians,  who  have 
no  such  interest  in  TRW,  last  year 
bought  over  $20  million  worth  of  its 
submergible  pumps.  Dr.  Ramo  ex- 
pects such  technology  to  be  a  major 
help  in  the  near-term  energy  crisis  of 
the  next  ten  years.  After  that,  he  con- 
tends, energy  supplies  will  grow  be- 
cause of  developments  in  coal,  shale 
oil  and  nuclear  technology,  while  de- 


mand could  level  off  or  even  drop  be- 
cause of  better  public  transportation 
systems  and  smaller  private  cars. 

Green  Light  All  The  Way 

Zap!  Green  Light!  No,  it's  not  a 
children's  game;  it's  a  bus.  New 
buses  in  Miami  will  be  equipped  with 
a  gadget  that  can  flash  out  a  pulsing 
light  beam  to  control  traffic  signals 
a  block  or  so  ahead.  On  a  heavily 
congested  10-mile  stretch  of  highway 
the  buses  will  be  able  to  electronical- 
ly alter  a  signal's  timing  cycle  to  ei- 
ther hasten  a  traffic  light  change  or 
keep  the  light  green  until  the  bus 
clears  the  intersection.  Florida's  De- 
partment of  Transportation  expects 
this  "green  belt"  to  shorten  what  is 
normally  a  30-minute  bus  drive  to 
onlv  16  minutes. 


Foreign 

Ms  Britannia 

In  Britain,  where  titles  are  a  man- 
datory affair,  the  Foreign  &  Common- 
wealth Office  has  agreed  to  allow  wom- 
en the  use  of  "Ms"  on  passports. 
This  is  one  area  where  the  U.S.  has 
long  showed  its  egalitarian  side:  No 
titles  of  any  kind  appear  on  our  pass- 
ports. A  divorcee  is  as  anonymous  as 
a  doctor.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
□  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Readers  Say 


Never  Enough 

Sir:  Re  "$Billions  More-For  900 
Feet  More?"  (Other  Comments,  May 
1).  Each  one  of  our  present  Posei- 
Idon  submarines  can  destroy  160  So- 
viet cities.  We  have  26  of  those  subs 
today  and  will  have  31  of  them  by 
1976.  Now  the  Navy  is  also  buying 
ten  new  Trident  submarines.  Each 
one  will  contain  408  strategic  nu- 
clear weapons,  which  means  we  will 
have  4,000  nuclear  weapons  in  that 
class  of  submarine  alone.  The  Pen- 
tagon never  seems  to  know  when 
enough  is  enough. 

—Gene  R.  La  Rocque,  Rear  Admiral, 

USN  (Ret.) 

Director, 

Center  for  Defense  Information 

Washington,  D.C. 

Bunker  &  Associates 

Sir:  Don't  insult  Archie  Bunker— he 
certainly  would  have  done  a  better 
job  handling  the  oil  companies'  pub- 
lic relations  than  they  themselves  did 
( Facts  ir  Comment,  June  1 ) . 

—Bernard  L.  Albert,  M.D. 
Scarsdale,  N.Y. 

Very  Damaging 

•  Sir:  You  reprinted  part  of  a  col- 
umn written  by  Ms.  Priscilla  Laws 
I  ( Other  Comments,  May  1 )  which 
[praises  the  Oregon  experience  with 
its  so-called  "bottle  bill,"  and  calls  em- 
phatically for  passage  of  federal  legis- 
lation to  ban  nonreturnable  beverage 
containers  nationwide.  An  editorial 
comment  states  that  such  a  move 
"may  not  be  such  a  bad  idea."  Pas- 
sage of  such  legislation  would  not 
solve  the  litter  problem  and  in  fact 
would  be  very  damaging  to  this  coun- 
try's economy.  The  major  assumptions 
made  by  proponents  of  such  legisla- 
tion have  been  that  litter  will  be 
reduced  dramatically,  solid  waste 
problems  will  be  eased  and  vast  quan- 
tities of  energy  will  be  saved.  But  ar- 
bitrarily banning  one  form  of  pack- 
aging can  doc  practically  nothing  to 
effect  such  results. 

—John  D.  Harper 

Chairman, 

Aluminum  Co.  of  America 

Pittsburgh,  Pa. 

Sir:  One  of  the  primary  reasons  for 
he  increase  in  nonreturnable  soft 
drink  containers  is  that  people  have 
rtopped  returning  returnable  bottles. 
■  .  .  In  Oregon,  it  is  important  to  note 
that  all  forms  of  litter  are  disappear- 
ing in  equal  proportion,  not  just  soft 
■rink  and  beer  containers  alone.  This 
( Continued  on  page  68 ) 


We're  sending  our 
executives  back 
to  school. 

A  growing  company  must  keep  pace  with  changes  that 
affect  business. 

New  products.  New  methods.  New  ideas.  They're  all 
part  of  what  shapes  the  future. 

This  year,  we'll  put  our  top  executives  back  in 
school  so  they  can  learn  more  about  our  business 
and  yours. 

We've  got  good  ideas,  and  we're  making 
them  better. 


la  MCDOWELL 

*m  ENTERPRISES  INC. 

P.O  BOX  149,  NASHVILLE.  TENNESSEE  37202 


A  DIVERSIFIED  REAL  ESTATE 
AND  CONSTRUCTION  COMPANY 


FOR  COMPLETE  DETAILS  AND  A  COPY  OF  OUR  ANNUAL  REPORT.  CALL  OR  WRITE 
ROBERT  J   YOUNG.  PO    BOX  149.  NASHVILLE.  TENNESSEE  37202    PH    615-244-9750 

MCDL-OTC 


Training 

It's  not  the  only  reason 

to  move  your  plant  to 

North  Carolina,  but 

it's  an  important  one. 

Our  statewide  network  of  technical  institutes  and 

community  colleges  will  work  out  a  custom-tailored 

training  program  for  your  business  at  no  cost. 

But  that's  not  all  you  can  expect  from  North  Carolina. 

Our  industrial  climate,  transportation  system, 

power  rates,  banks,  water-oriented  sites,  educational 

and  research  facilities,  plus  our  cities  all 

offer  distinct  advantages. 

Want  to  learn  more? 

Just  fill  in  and  mail  the  coupon  below. 


North  Carolina  Dept.  FBM-5 

Division  of  Commerce  and  Industry, 
Box  27687,  Raleigh,  North  Carolina  27611 

Please   send   your   Transportation   and   Utilities 
Directory  and  additional  data  on  North  Carolina. 


Name. 
Firm 


Address. 
City 


.State. 


-Zip. 
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we've  changed 
more  than  our  name... 

AAAAX 


Growth  of  AMAX  Ore  Reserves:  1962-1973 
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1969 


1971 


1973 


MOLYBDENUM 


1962  Developed  Reserves  —  100 
Weighted  by  1969-1973  Average  Product  Prices 


(  OPPTR 
ZINC 
IEAD 


MOLYBDENUM 


IRON 

f- POTASH 


ZINC- 
IfAO- 


MOLYBOENUM 


-(  OPPIR 
-POTASH 


IRON  COAI 


/INC- 
IEAD- 


MOI  YBOTMJM 


100 


200 


300 


400 


For  years  we've  been  American  Metal  Climax,  Inc.. popularly  known  as  AMAX 

Now  it's  official.  We  have  legally  changed  our  name  to  AMAX  Inc . 

Our  new  name  is  just  one  of  many  significant  changes  in  the  growth  of  this 

diversified  natural  resources  company,  broadly  based  in  energy  fuels, 

metals,  chemicals  and  minerals. 

As  the  above  chart  shows,  AMAX  has  more  than  quadrupled  its  ore  reserves  over 

the  past  ten  years.  The  stock  of  AMAX  Inc.  is  traded  on  the  world's  major 

exchanges.  Details  of  our  operations,  mineral  reserves,  earnings  <\nd  profits  arc 

in  our  1973  Annual  Report.  For  your  copy  write:  AMAX  Inc.,  Dept.  PR, 

1270  Avenue  of  the  Americas,  New  York,  N.Y.  10020. 


AAAAX 


INC. 


u. isc  Mot, iK,  Molybdenum  and  Spe<  laity  Metals,  I  uelsandC  hemicals 
Exploration  and  Environmental  Services,  and  lnirm.iiion.il  Group! 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


LET   'EM   EAT  GOLD 


There's  really  no  longer  any  rational  reason  for  this 
country  not  to  allow  its  citizens  to  own  gold.  Our  buck 
has  not  been  pegged  to  gold  since  1971,  and  it  is  un- 
likely that  gold's  future  international  monetary  role  will 
be  momentous. 

In  fact,  if  we  make  owning  the  stuff  legal,  gold 
speculators  and  some  foreign  government  gold  owners 
will  be  happy  to  unload  a  bunch  at  the   inflated  prices 

GET  OFF  IT, 

The  new,  young,  ambitious  chairman  of  the  Federal 
Trade  Commission,  Lewis  Engman,  is  considered  by  those 
who  know  him  to  be  smart  and  sensible.  But  one  wouldn't 
come  to  that  conclusion  based  on  his  first  newsmaking 
pronunciamento  proposing  to  ban  breakfast  cereal  toys 
and  limiting  the  use  of  cartoon  characters  and  big  names 
to  persuade  kiddies  to  persuade  their  mothers  to  buy 
various  boxes. 

Doesn't  Mr.  Engman  realize  that  that's  the  only  reason 


which   our   ravenous   gold   bugs   will    temporarily   create. 

Their  thirst  for  gold  will  slacken  and  prices  weaken- 
just  as  happened  in  Japan  when  citizen  ownership  of 
gold  was  OKed. 

Me? 

If  I  want  something  out  of  the  ground,  I'll  take  soy- 
beans, energy,  trees,  iron  ore,  copper,  aluminum  and 
the  like. 

MR.  ENGMAN 

kids  eat  breakfast?  Any  man  who'd  seek  to  forbid  prizes 
like  those  in  the  Cracker  Jack  box  is  crackers  or  influenced 
by  neurotic,  self-anointed  "consumer  spokesmen." 

Instead  of  taking  the  fun  out  of  cereals,  he'd  be  better 
advised  to  advise  the  spinach-cauliflower-broccoli  growers 
to  put  prizes  in  their  bags  and  boxes  so  kids  would  have 
at  least  some  incentive  to  eat  that  awful  stuff. 

Cereal  flake  flacks,  man  your  positions! 

Prepare  to  repel  bores! 


BIRDS   OF  A   FEATHER 


George  Shultz  and  Bechtel  Corp.  deserve  each  other. 
Steve  Bechtel  Jr.  runs  this  family-owned,  international  en- 
gineering and  construction  firm  with  the  same  integrity, 
ability  and  agility  as  did  his  father  before  him.  The  former 


Treasury  Secretary  has  all  the  same  attributes. 

Bechtel's  the  best  in  its  huge  business.  If  and  when 
it  goes  public,  its  shareholders  will  never  be  least  or 
last  considered. 


HOLY   SMOKE! 


Would  you  believe  where  this  quotation  comes  from? 

"It  is  time  for  the  Fed  to  start   thinking  about 
a    more    selective    approach    to    credit    control    .  .  . 
it  could  ask  for  legislation  to  give  it  the  power  to  es- 
tablish a  priority  system  for  borrowers." 
That   gem   is   from   our   esteemed   colleague,    Business 
Week,  and  I  guess  it's  indicative  of  something  or  other, 
including    Cause   for   Alarm,    when    from    such    a    source 
comes  such  a  suggestion. 

I  don't  know  any  handful  of  bureaucrats,  be  they  ever 
so  bright  and  saintly,  that  I'd  entrust  with  deciding  for 
all    American   business    who    gets    how    much    money   for 


what  purpose.  This  country's  economic  vitality  and 
strength  stems  from  the  thousands  and  thousands  of  lend- 
ing decisions  made  by  big  and  little  bankers,  insurance 
companies,  mutual  funds,  pension  fund  managers,  corpora- 
tions and  individual  investors  in  every  city  and  hamlet 
of  the  nation. 

Fortunately,  we  can  afford  some  mistakes.  And  our 
capital  resources  are  yet  far  from  being  so  meager,  so 
impoverished  that  we  have  to  substitute  a  Fed  bureau- 
cracy judgment  for  that  of  the  relatively  free  marketplace 
of  this  relatively  free-enterprise  system.  So  many  of  our 
real  freedoms  rest  on  economic  freedom. 
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A  SALUTE  TO  AMERICA'S   TOP  TASTEMAKER 


No  man— or  woman  either— has  been  more 
responsible  for  uplifting  the  American  palate 
and  bettering  what's  on  the  American  plate 
than  that  canny  warm  Scotsman,  Earle  Mac- 
Ausland— indomitable  Founder  and  Editor- 
in-Chief  of  Gourmet  magazine. 

It  is  a  brave  man  who'd  hazard  a  guess  as 
to  how  many  homes  and  hearts  have  been 
broken  over  fallen  souffles  and  failed  efforts 
to  achieve  Gourmet  standards.  But  these  are 


surely  far  fewer  than  those  who  have  at- 
tained heaven  on  earth  by  succeeding.  In  the 
course  of  nursing  and  nurturing  our  tastes 
the  past  30  years,  Earle  MacAusland's  mag- 
nificent magazine  has  embraced  the  world 
on  the  premise  that  tourists  as  well  as  armies 
travel  on  their  stomachs. 

All  who  can  today  eat  well  at  home  and 
elsewhere  are  immeasurably  indebted  to 
Gourmet's  Great  and  Good  Earle. 


MORE  NOTES  ON  NEW  YORK  RESTAURANTS 


La  Goulue-28  East  70th  St.  (Tel:  988-8169).  This  is 
the  most  atmospherically  French  restaurant  in  New  York. 
A  SuperRight  decor,  plus  the  fact  it's  the  chic-est  In 
place  for  those  to  whom  Inness  is  All,  would  seem  to 
guarantee  extraordinary  prices,  slow  or  poor  service,  and 
mediocre  food.  Surprise!  The  food  is  on  a  par  with  the 
high  prices,  and  the  service— if  and  when  you  get  a  table— 
isn't  all  that  slow.  And  would  you  believe  a  reasonably 
priced  list  of  fine-tasting  wines?  If  you  haven't  tried  this 
haute  cuisine,  you're  missing  one  of  the  best. 

Gaybrd  India-50  East  58th  St.  (Tel:  759-1710).  The 
food  of  India  has  never  been  my  thing,  but  if  it's  yours, 
here,  I'm  told  by  those  who  eat  Indian  more  often,  is 
where  it's  the  best  in  New  York.  The  assorted  hors 
d'oeuvres  are  totally  caloric,  different  and  delicious,  as 
are  the  varied  Indian  breads  (nearly  a  meal  in  them- 
selves). The  rice  dishes  and  other  treatments  of  lamb 
and  chicken  are  flavorful.  This  restaurant  is  among  the 
city's  most  attractive.  And  the  number  of  Indians  eating 
there  is  a  convincing  testimonial. 

Jimmy' s-33  West  52nd  St.  (Tel:  757-8484).  Anybody 
who  thinks  food  matters  to  a  restaurant's  success  hasn't 
eaten  here. 

he  A/pi-234  West  48th  St.  (Tel:  JU2-7792).  Good 
restaurants  in  the  Theater-Times  Square  area  are  few  and 
far  between.  This  dignified,  conscientious  Italian  restau- 
rant is  good,  its  four-course  "Pope  John"  special  dinner 
moderately  priced,  ample  and  tasty.  Inside  its  cavernously 
large,  ornate  dining  room  you  are  in  the  traditionally 
prime  restaurant  of  any  Italian  town— except  Rome. 

Keen's  English  Chop  House-72  West  36th  St.  (Tel: 
WI7-3636).  The  best  clay-piped  decor  of  any  old  chop 


house  in  town  and  of  "world  renown"  within  four  blocks  of 
its  36th  Street  location— because  there  is  no  other  place  to 
eat.  If  you're  above  40th  Street  or  below  32nd,  though,  the 
food's  most  certainly  not  worth  the  trip.  It's  on  a  par  with 
the  service.  WEA-BNWGTEA. 

Le  Chevalier-1464  Second  Ave.  (Tel:  288-9031).  A 
markedly  pleasant,  unpretentious,  most  good  French  res- 
taurant in  a  part  of  New  York  that  yearns  for  such  and 
has  few.  Moderate  prices. 

The  Griffin-313  East  46th  St.  (Tel:  371-4542).  The 
idea  of  a  good  filet  mignon  with  Roquefort  cheese  sound- 
ed intriguing,  but  this  is  one  instance  where  the  Roquefort 
was  too  good  (i.e.,  strong)  and  too  much  for  its  mission. 
In  most  places,  as  salad  dressing,  the  complaint  is  just 
the  reverse.  The  duck  with  apricots  and  brandy  was  first 
rate.  The  bacon  salad  was  too  greasy,  and  the  artichoke 
had  too  little  heart.  The  Griffin  is  decorous  and  mostly 
better  than  most  in  the  area. 

The  Leopard-253  East  50th  St.  (Tel:  PL9-3735).  An- 
other good  menuless  restaurant  where  the  Captain  tells 
you  the  dishes  of  the  day.  Unusually  graceful  decor. 
The  prix  fixe  is  high,  but  does  include  pleasant  red  or 
white  Spanish  wine. 

Le  Cirque— The  Mayfair  House,  Park  Ave.  &  65th  St. 
(Tel:  794-9292).  Opening  a  top-flight  restaurant  at  this 
time  and  in  this  city  is  a  courageous  undertaking  com- 
parable to  mighty  military  exploits  like  the  Crusades. 
Whether  unions,  cost  of  living  and  the  like  make  this  an 
Anzio  rather  than  a  D-Day  remains  to  be  seen.  The 
place  is  good,  the  food  excellent,  and  it  is  off  to  a  de- 
served flying  start.  It  was  full  of  Discerning  People  when 
we  were  there. 


THE  MYTHIQUE 


about  wine  is  half  the  fun. 

The  other  two-thirds  is  the  taste. 

And  the  remaining  three-fourths  comes  from  adequate  imbibition. 


AT   BEAUTIFUL-PEOPLE   EATERIES 

most  Beautiful  People  are  more  interested  in  chew- 
ing up  each  other  than   in  what's  on   their  plate. 


THE  MORE   BEAUTIFUL 

tin-  hatcheck  girl,  the  l<  ^  help  you  gel 
with  your  coat   Hei  job  is  taking 'em  off. 
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-MALCOLM  S.  FORM 
Editor-in-Chi 
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Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


CEOs  Creative,  Too 

People  forget  that  business  is  crea- 
tive.   Actors,    dramatists    and    writers 
are  creative,   but   the   guy   who   pro- 
duces a  $100  calculator  somehow  isn't. 
—Carl  Madden,  chief  economist, 
U.S.  Chamber  of  Commerce. 

One  View  of  Labor:  Good 

We  were  supposed  to  have  big 
labor  problems  last  year;  now  the 
experts  tell  us  we're  going  to  have 
them  this  year.  They  were  wrong  last 
year— and  they'll  be  wrong  this  year. 
1)  Last  year  there  was  enough  fear 
of  Nixon's  antilabor  feelings  to  mute 
labor's  push.  2)  Most  union  workers 
haven't  been  as  hard  pressed  by  in- 
flation as  you  would  think.  Many 
contracts  contained  wage-escalation 
clauses.  3)  Labor  leaders  figure  that 
the  less  trouble  you  make,  the  less 
trouble  you  have;  they  learned  to  use 
the  soft  sell  with  their  workers. 
4)  Plenty  of  overtime  has  kept  pay- 
checks fat. 

Foreign  competition  is  stacking  up 
as  a  major  worry  of  many  unions. 
Even  the  traditionally  free-trade 
unions  are  calling  for  legislation  to 
erect  barriers  to  imports  that  threaten 
their  jobs.  .  .  .  Militant  elements  in  the 
labor  force  are  vocal,  but  ineffective; 
they're  supported  by  no  one— not  rank 
and  file,  not  the  labor  leaders.  The 
stories  on  blue-color  bines  are  out  of 


proportion  to  the  facts.  .  .  .  Fewer 
agreements  will  be  upset  by  the  rank 
and  file.  That's  because  labor  leaders 
are  finally  listening  to  their  men.  The 
age  of  labor  leader  arrogance  may 
be  over.  They  learned  their  lesson  the 
hard  way.  —Prof.  B.J.  Widick, 

Columbia  Graduate  School  of 
Business,  in  Boardroom  Reports. 

Will  They  Come  Again? 

Flying  in  the  cramped,  high-alti- 
tude cabins  of  today's  subsonic  mis- 
siles, when  boredom,  alcohol,  doll's 
house  food  accessories  and  other 
people's  elbows  make  the  most  last- 
ing impressions,  it  is  hard  to  imagine 
the  luxurious  joy  of  flying  in  those 
enormous  airliners  [Graf  Zeppelin, 
Hindenburg]  of  the  past.  They  did 
have  promenade  decks  and  sun 
lounges.  They  had  restaurants  with 
wicker  chairs.  They  had  windows 
which  could  be  opened  or  closed, 
and  everyone  went  to  sleep  in  a  bed. 

Beneath  them  the  countryside  did 
roll  by,  not  an  invisible  seven  miles  be- 
low but  a  pleasing  distance  away  like 
two  or  three  thousand  feet.  Perhaps 
the  airships  will  come  again.  Per- 
haps the  very  business  of  travel  will 
be  able  to  reacquire  some  of  its  old 
delights.  The  airlines  are  well  aware 
that  the  sardines  they  carry  are  only 
too  happy  when  the  journey  is  com- 
pleted. .  .  . 

Admittedly    the    airship    would    al- 


ways take  longer,  cruising  at  a  mere 
100  mph  or  so,  but  its  passengers 
would  arrive  refreshed  instead  of  sim^ 
ulating  the  limp  leaves  of  lettuce  they 
folded  around  their  plastic  forks  a 
couple  of  hours  beforehand.  People 
would  even  travel  for  the  sake  of  the 
journey  and  not  for  the  sake  of  ar- 
riving more  speedily,  however  dis- 
agreeably, at  the  other  end. 

—The  Dangerous  Sort, 
by  Anthony  Smith. 

Praying — For  What? 

The  crowd  of  23,736  watched  a 
motorcyclist,  Evel  Knievel,  who  calls 
himself  "king  of  the  daredevils,"  jump 
his  Harley  Davidson  over  the  52-car 
heap  that  had  formed  the  center- 
piece for  the  [demolition]  derby.  Evel 
made  it  safely  to  the  apparent  dis- 
appointment of  some.  .  .  . 

Afterward,  he  stood  in  his  white 
racing  leathers  on  top  of  the  ramp  and 
majestically  addressed  the  crowd  who 
surged  out  of  the  stands  to  gather  at 
his  feet. 

"As  I  came  down  that  ramp,  I 
could  feel  everybody's  good  wishes 
and  their  prayers.  I  don't  think  any- 
body in  L.A.  came  here  to  see  me  die," 
he  said. 

One  dark-haired  teenager  cupped 
his  hands  around  his  mouth,  leaned 
toward  Evel  and  shouted  vehement- 
ly: "You're  wrong,  buddy.  You're  dead 
wrong."  —New  York  Times. 


to  help  Arthur  Burns  in  his  fight 
against  inflation.  The  Federal  Re- 
serve Board  will  not  be  able  to  lick 
this  problem  alone.  It  tried  to  do 
that  in  1966  and  in  1969-70  and 
failed  both  times. 

What  should  be  done?  The  first 
steps  are  basic  and  obvious.  The 
Government  must  balance  the  bud- 
get in  Tiscal  1975  and  1976.  The 
tax  laws  should  be  changed  to  en- 
courage saving  and  investing  so 
that  business  can  get  the  capital 
to  expand  capacity. 

Yet  what  makes  the  long-term 
outlook  on  inflation  so  unpromis- 
ing is  that  these  things  are  unlike- 
ly to  happen. 

According  to  some  "informed'' 
sources,  the  Administration's  call 
for  slashing  fiscal  1975's  projected 
budget  deficit  is  more  for  public 
consumption  than  Budget  Bureau 
guidance.  Inflation  and  bnreeoninsr 


MORE   MUST  BE   DONE 

by  M.S.  Forbes  Jr. 

defense  expenditures  make  signif- 
icant cuts  impossible. 

Treasury  Secretary  William  Si- 
mon recently  told  Congress,  "We 
should  reverse  our  long-held  pol- 
icies that  penalize  saving  and  en- 
courage consumption."  But  how 
many  politicians,  especially  this 
year,  are  going  to  let  opponents 
have  the  chance  to  brand  them 
"pro-business,  pro-rich  people"? 

And  changing  the  tax  laws  to 
cut  consumption?  That  would  take 
a  rise  in  the  income  tax  or  perhaps 
a  national  sales  tax.  What  are  the 
chances  of  these  seeing  the  light  of 
day  when  real  incomes  for  most 
people  are  declining  and  mortgage 
and  consumer  loan  delinquency 
rates  are  soaring? 

Yet  if  we  don't  take  the  hard 
medicine  now,  inflation  will  worsen 
and  the  inevitable  day  of  reckoning 
will  be  more  bitter. 


In  1969-70,  when  galloping  infla- 
tion persuaded  the  Fed  to  tighten 
the  monetary  spigot,  we  had  plen- 
ty of  industrial  capacity.  There 
were  no  steel  shortages,  no  paper 
shortages,  no  chemical  shortages. 
We  had  no  recognized  energy  cri- 
sis, no  commodity  price  explosion 
like  1973,  no  inflation-inducing 
floating  exchange  rates. 

All  this  sound  discouraging? 

Yes,  and  probably  because  it 
does,  the  situation  isn't  nearly  so 
bleak. 

Maybe  people  are  so  sickened 
and  frightened  by  inflation  that 
they're  willing  to  do,  to  undergo, 
whatever 's  necessary  to  curb  it. 
Perhaps  the  public  is  one  step 
ahead  of  its  Washington  leaders. 

Arthur  Burns  is  doing  his  part. 
In  the  months  ahead,  we'll  know 
how  many  of  us  are  willing  to 
do  ours. 
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"NEWS  WATCH?  A  HARD-NOSED 
AT  THE  NEWS  PROGRAMS  ON  TELEVISION. 


TV 

GUIDE 


IHIANr.ll  I'llHIIIAtlllN'.   INI 


Television  news  has 
tremendous  clout.  It  is  the 
primary  source  of  what's 
happening  for  more  than  60%  of 
all  Americans.  And  also  the  source 
people  rate  as  the  most  believable. 


It  is  our  conviction  that  any- 
thing this  powerful  bears  thought- 
ful analysis. 

Not  because  television's 
power  is  being  misused  or  abused. 
But  because  it  so  easily  could  be. 

Our  concern  has  led  us  to 
introduce  a  new  department,  "News 
Watch!'  Each  week  it  looks  at  the 
way  television  presents  news.  From 
many  points  or  view.  Often  con- 
troversial. Always  interesting. 

One  of  our  uNews  Watch" 
contributors  is  Pat  Buchanan, 
Special  Consultant  to  the  President. 
Recently,  he  focused  on  network 
accountability  and  asked  that  tapes 
be  kept  of  all  news  programming. 

Other  writers  have  been:  John 
D.  Lofton  Jr.,  syndicated  columnist; 
Dr.  John  P.  Roche,  Tufts  University 
professor;  Edith  Efron,  TV  Guide 
contributing  editor;  and  Kevin 
Phillips,  political  analyst. 

As  "News  Watch"  develops 
we'll  seek  other  experts  to  look 
at  television  news. 

Which  is  just  what  42  million 
readers  each  week  expect  from 
TV  Guide:  Varied,  interest-  pT¥^ 
ing,  intelligent  discussion     I  m "J 
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on  all  phases  of  television. 

WE'RE  BIG.  WE'RE  EFFICIENT. 
WE  GET  READ.  YOU  GET  READ. 


Sourer 


Forbes 


Degradation 
Off  A  Hobby 

Want  to  be  the  first 

on  your  block 

to  get  burned  in  the 

latest  speculative  craze? 

Then  get  yourself  an  "old"  car. 


With  the  stock  market  in  ruins,  tax 
shelters  leaking,  swindles  abounding 
and  inflation  speeded  up,  people 
reach  desperately  for  things  that  are 
likely  to  retain  value.  An  inevitable 
result  is  the  spread  of  speculation  into 
all  kinds  of  things  that  once  were  se- 
date hobbies:  coin  and  stamp  collect- 
ing; pop  art;  you  name  it.  Now  the 
speculators  and  quick-buck  boys  are 
moving  into  "classic"  cars. 

Two  months  ago  on  his  Saturday 
night  "Reasoner  Report,"  broadcaster 
Harry  Reasoner  covered  an  auto  auc- 
tion in  Atlanta,  Ga.  at  which  a  1929 
Duesenberg  was  sold  for  a  record 
$205,000.  Now  the  self-proclaimed 
experts  claim  such  rare  Duesenbergs 


—only  488  were  built— will  be  worth 
around  $500,000  in  five  years.  By 
1980,  a  cool  $1  million.  By  such  claims 
and  by  publicity,  the  players  hope  to 
make  their  prophecies  self-fulfilling.  It 
has  happened  before. 

And  Duesenbergs  are  not  even  the 
real  cream  of  the  crop.  The  elephan- 
tine Italian-built  Bugatti  Royale  is. 
Seven  were  built;  only  six  are  known  to 
still  exist.  The  last  time  one  changed 
hands  was  in  1966.  Reno  nightclub 
owner  Bill  Harrah,  who  owns  a  trove 
of  1,500  old  cars,  paid  an  estimated 
$50,000  for  it.  But  that  was  when 
car-collecting  was  still  a  hobby.  If  a 
Bugatti  Royale  were  put  up  for  sale  in 
today's  fevered  market,  it  would  bring 


Hottest  Cars  Around 

1976-77 

Model 

1969 

1971 

1973-74 

Estimated 

Year 

Price 

Price 

Price 

Price 

Classic  Cars 

1925  Rolls-Royce  roadster 

$  2,500 

$16,000 

$   37,500 

$  64,800 

1926  Isotta-Fraschini  roadster 

10,000 

18,000 

60,000 

103,680 

1928  Auburn  Boat-Tail  speedster 

9,500 

14,000 

42,000 

72,576 

1929  Duesenberg  phaeton 

30,000 

75,000 

205,000 

354,240 

1929-33  Duesenberg  roadster 

28,000 

48,000 

125,000 

216,000 

1931  Cadillac  V-16  convert. 

19,500 

24,500 

57,000 

98,496 

1933  Stutz  DV  32  convert. 

5,200 

17,700 

35,000 

60,480 

1934  Bugatti  convert,  (type  57) 

11,000 

14,500 

35,000 

60,480 

1934  Packard  D.C.  phaeton 

15,000 

30,000 

45,000 

77,760 

1937  Horch  convert. 

5,000 

7,000 

20,000 

34,560 

Not  So  Classic  Cars 

1948  Chrysler  Town  &  Country  convert. 

$  1,600 

$  2,600 

$     9,500 

$  14,449 

1951  Ford  convert.  (V-8) 

600 

1,000 

2,150 

3,270 

1953  Studebaker  Starliner  hardtop 

650 

800 

2,400 

3,650 

1954  Chevrolet  Corvette 

2,250 

3,800 

4,800 

7,300 

1955  Ford  Thunderbird 

2,500 

3,500 

5,200 

7,909 

1956  Lincoln  Mark  II 

3,300 

3,800 

6,000 

9,125 

1958  Cadillac  Eldorado  brougham 

3,200 

3,200 

4,200 

6,388 

1963  Buick  Riviera 

1,070 

800 

2,750 

4,182 

1964  Studebaker  Avanti 

2,800 

2,800 

5,100 

7,757 

1966  Oldsmobile  Toronado 

2,370 

1,425 

1,800 

2,738 

Source:  Old  Cor  Value  Guides  and  Classic  Car  Irv.as'merus. 

Sign  Of  The  Times:  Speedsters  like 
this  1913  Bugatti  used  to  be  toys 
for  the  rich.  Now  they're  being  touted 
as  toys  to  make  you  rich. 


upwards  of  $500,000. 

Rare  cars  like  these  are  to  car-col- 
lecting what  Vermeer  or  Breughel  the 
Elder  are  to  art-collecting.  They  are 
not  where  the  real  action  is;  they  are 
too  few  and  too  expensive.  In  car- 
collecting,  the  real  action  is  all  over 
the  place,  in  Nashville  and  Minne- 
apolis, in  Dallas  and  Los  Angeles— 
wherever  there  are  men  who  like  to 
play  weekend  grease  monkey,  wher- 
ever there  are  people  who  are  turned 
on  by  cars  but  turned  off  by  Detroit's 
current  look-alikes.  There  are  more 
and  more  of  such  people  and,  with 
the  speculators  getting  into  the  act, 
prices  are  climbing  fast. 

"Any  post- World  War  II  car  up  to 
a  '55  is  hotter  than  a  fire  cracker," 
snaps  Auburn,  Ind.  auto  auctioneer 
Dean  Kruse.  "Why,  at  one  recent  sale 
a  good  '55  Chevy  brought  $5,000,  a 
'48  Buick  sold  for  $6,800  and  a  '48 
Caddy  convertible  went  for  $10,000." 

Kruse  is  the  biggest  of  a  new  breed 
of  auto  auctioneers  who  are  changing 
this  onetime  hobby  into  a  business. 
Until  1970  the  only  real  public  mar- 
ket for  old  cars  was  newspaper  and 
hobby  magazine  ads.  Then  in  1971 
three  or  four  classic,  antique  or  old 
car  auctions  were  held  throughout  the 
U.S.  This  year  there  will  be  more  than 
100  of  them,  and  each  is  expected  to 
do  between  several  hundred  thousand 
dollars  and  a  million  dollars  worth  of 
business.  Kruse  alone  plans  to  sell 
3,000  cars,  twice  as  many  as  he  did 
last  year,  nearly  doubling  his  volume 
to  around  $30  million. 

What's  behind  the  commercializing 
of  this  typically  American  hobby? 
Greed,  of  course;  dealers  and  auc- 
tioneers stand   to   gain   immensely   ■<•> 
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Even    a     not-so-old,     restored     1951 
Ford    convertible    can    bring    $4,250. 


In   1935    this    Ford    phaeton   sold   for  $595.    Now   it  will   cost  you   $15,000. 

the  market  spreads  beyond  legitimate 
collectors  to  "investors."  Inflation,  too, 
plays  a  role.  As  paper  money  be- 
comes less  and  less  valuable,  people 
rush  to  put  their  money  into  anything 
that  they  perceive  is  scarce. 

At  any  rate,  the  mania  is  spreading. 
Not  so  long  ago,  a  10-year-old  car 
was  worth  little  more  than  its  scrap 
value  even  if  it  was  in  good  running 
order.  Not  so  today.  The  widely  ac- 
cepted theory  now  is  that  a  car  de- 
preciates rapidly,  falling  close  to  zero 
in  ten  years,  but  then  picking  up 
again  when  it  is  ten  or  12  years  old. 
After  that,  the  older  the  better.  Thus, 
for  example,  a  1953  Buick  Skylark 
that  was  only  worth  $315  in  1960  was 
worth  as  much  as  $2,000  last  year. 

But  it's  not  so  simple.  To  get  top 
dollar,  a  car  must  be,  as  closely  as 
possible,  in  its  original  condition.  Be- 
storing  it  to  that  condition  can  cost 
a  fortune.  "Becently  I  saw  a  V-16 
Caddy  that  wasn't  worth  $2,000,"  says 
Dean  Kruse.  "It  was  rusty,  the  win- 
dows were  busted  and  the  engine 
hadn't  been  run  in  30  years.  Be- 
stored,  the  car  might  be  worth 
$50,000  to  $80,000.  But  to  get  the 
job  done  will  cost  $20,000.  Maybe 
more,  if  it  could  be  done  at  all." 

But  what  about  those  cars  tucked 
away  in  some  barn?  Aren't  they  worth 
buying  and  restoring?  It  depends. 
Look  at  what  happened  to  Pan  Am 
engineer  Bobert  Whelihan,  who  has 
four  old  cars  spread  out  all  over  his 
yard  in  Wilton,  Conn.  Not  long  ago 
Whelihan  found  one  of  those  cars  in 
a  barn.  In  the  black  of  night  he  went 
to  see  it  and  was  told  it  was  an  ex- 
tremely valuable  1933  Pierce-Arrow. 
In  the  light  of  day  it  turned  out  to 
be  a  not  so  valuable  rusted,  torn  and 
tattered  1935  Pierce-Arrow  worth  ex- 
actly what  it  cost  him;  around  $2,000. 
Bestoring  it  will  cost  at  least  $10,000. 
Insurance  and  storage  could  cost  an- 


A  1957  Studebaker  Golden  Hawk  now 
brings    $3,750.     Cost     new:     $2,912. 


For   $35,000   you    can   get   this   1929 
Packard,  which  originally  cost  $2,500. 


other  few  thousand  dollars,  which 
doesn't  leave  much  room  for  profit. 
Bestored,  in  a  few  years  it  may  be 
worth  $15,000. 

The  fact  is,  most  old  cars  worth 
investing  in  are  already  in  top  shape 
and  expensive.  The  best  of  the  lot  are 
classics,  less  than  100  distinctively 
styled  and  engineered  models  dating 
from  1925  to  1948.  In  each  of  tin- 
past  five  years  the  price  of  most  clas- 
sics has  increased  at  least  20%. 

Also  soaring  in  value  are  already 
restored  antiques,  cars  that  are  at 
least  45  years  old.  These  include 
some  Packards,  both  the  Model  T  and 
Model  A  Fords  and  vehicles  from  be- 
fore 1913,  called  the  "brass  era"  be- 
cause the  cars  were  equipped  with 
brass  lanterns  and  fittings.  The  least 
valuable  cars  and  the  easiest  to  find 
are  milestone  cars,  those  built  be- 
tween 1945  and  1964.  Not  all  models 
qualify  as  milestones,  and  not  all  mile- 
stones are  good  money-makers.  John 
B.  Olson,  the  current  president  of 
the  Milestone  Car  Society  and  author 
of  the  book  Making  Money  Owning 
Your  Own  Car,  owned  a  1948  Jeepster. 
a  milestone  car,  for  two  years.  He 
sold  it  for  $1,600,  exactly  what  it 
cost  him  to  buy  and  maintain  the  car. 

How  far  can  the  craze  go?  Who 
can  say?  The  Dutch  tulip  bulb  mania 
in  the  17th  century  was  the  prototype 
of  such  irrational  booms.  Some  pro- 
fessionals are  already  licking  their 
chops  over  prospects  for  the  next 
round  of  higher  prices.  Jim  Southard, 
a  former  Atlanta  stockbroker  turned 
auto  collector-dealer,  is  readying  in- 
vestment programs  in  classic  cars  for 
profit-sharing  and  pension  plans. 
His  strategy  is  to  sell  such  programs 
to  groups  of  doctors,  lawyers  and 
corporations.  They  will  get  the  ap- 
preciating value  of  the  car  and  he 
will  get  a  management  fee  and  pos- 
sibly even  storage  fees.  "Investing  in 
cars  is  just  like  buying  stocks,  except 
you  don't  have  the  downside  risk,"  ar- 
gues Southard.  "You  buy  the  highest 
quality,  where  demand  is  greatest  and 
supply  is  small.  The  value  of  those 
cars  never  goes  down,  so  you're  gnu 
anteed  to  make  money."  II  he  made 
claims  like  that  for  stocks,  Southard 
would  be  in  the  soup.  But  there  is 
no  Securities  &  Exchange  Commission 
lor  classic'  cars.  ■ 


Used-Car  Lot?  Not  at  these  prices.  In  showrooms  like  this  one,  you're  buying  "classics"  and  paying  classii    prices 
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The  Two-Tier  Bond  Market 

The  gap  between  the  tiers  is  nothing  like 

that  in  the  stock  market,  but  it  is 

resulting  in  some  relative  bargains  all  the  same. 


Compared  with  the  mercurial  stock 
market,  the  bond  market  has  tended 
to  look  stodgily  rational.  Bond  ratings 
quantify  investment  risks.  Interest  in- 
come keeps  on  arriving  despite  earn- 
ings fluctuations  and  dividend  inter- 
ruptions. At  maturity,  bonds  generally 
repay  the  full  amount  of  capital.  The 
initial  investment  may  be  eroded  by 
inflation,  but  usually  not  wiped  out. 

Yet  things  are  starting  to  quiver 
among  the  yield  spreads  and  basis 
points.  No  longer  do  the  calculator 
and  the  slide  rule  reign  supreme.  A 
strong  subjective  element  has  crept 
into  bond  pricing,  and  the  result  is  a 
two-tier  bond  market. 

Daniel  S.  Ahearn,  head  of  Welling- 
ton Management's  big  bond  depart- 
ment, says:  "There  is  no  question  that 
some  bonds  are  selling  today  at  yields 
far  below  others.  The  market  glee- 
fully takes  8Yi%  yield  on  a  AAA  indus- 
trial, for  example,  but  demands  9% 
from  a  utility  with  the  same  rating." 

One  reason  utilities  are  out  of  favor, 
of  course,  is  fear  about  their  ability 
to  sustain  earnings.  Inflation  sparked 
this,  the  energy  shortage  added  fuel, 
and  Consolidated  Edison's  suspended 
dividend  fanned  the  flame. 

"Until  a  few  years  ago,  few  utility 
ratings  were  lowered  each  year,"  says 
Dick  Johannesen,  manager  of  Salo- 
mon Bros.'  bond  research  department. 
"Then,  starting  around  1972,  you  had 
whole  slews  of  lowered  ratings." 

Utilities  aren't  the  only  also-rans. 
Government  agency  issues  are  like- 
wise being  generally  neglected.  "A 
few  weeks  ago  we  sold  Kraftco  8%'s 
of  '04  at  844  and  bought  Washington 
Metropolitan  Transit  Authority  8.15's 
of  '14  at  862,"  says  Andrew  Carter, 


partner  in  Standard  &  Poor's/Carter, 
Doyle.  There  are  no  nonconvertible 
industrial  bonds  in  the  firm's  port- 
folio. "Some  Ginnie  Mae  pass- 
throughs  are  yielding  60  basis  points 
more  than  AAA  industrials,"  Carter 
continues.  "That's  ridiculous.  These 
agency  bonds  should  yield  less,  not 
more,  because  they're  safer.  They're 
guaranteed  by  the  Government." 

Safe,  yes.  Salable,  no.  One  thing 
that  gives  a  bond  sex  appeal  is  its 
seeming  uniqueness.  "A  new  name 
appears  that  hasn't  sold  bonds  before 
to  any  extent.  It  becomes  desirable 
just  because  it's  different,"  says 
Ahearn.  "Carnation,  which  issued  $50 
million  early  this  year,  is  an  example." 

Scarcity  of  an  issue  seems  to  prom- 
ise that  the  price  will  be  maintained 
at  a  high  level.  To  some  extent  this  is 
a  self-fulfilling  prophecy.  Enough  peo- 
ple believe  it,  so  it  happens.  But,  cau- 
tions Wellington's  Ahearn,  economic 
reality  intrudes.  "Back  around  1965 
the  Chase  Bank  sold  bonds  for  the 
first  time,"  he  says.  "They  were  460s 
of  '90.  I  remember  one  colleague  who 
thought  they  had  to  be  bought.  Why? 
Because  they  were  unique."  Since 
then  the  Chase  has  sold  other  issues 
with  other  yields.  The  original  issue 
has  traded  as  low  as  65. 

"The  question  is,"  Ahearn  goes  on, 
•  "do  you  think  of  these  things  as  in- 
dividual creatures  that  have  appeal 
because  their  eyes  are  blue  or  brown? 
Or  are  they  regarded  as  instruments 
with  a  particular  function  in  a  port- 
folio? If  they  produce  a  certain  in- 
come, capital  protection  or  capital 
opportunity,  then  they  ought  to  be 
judged  on  those  objective  criteria." 

Even  the  finest  industrial  compa- 


Recent 

Coupon 

Maturity 

Rating 

Price 

Yield 

Industrial  bonds 

General  Electric 

8V2 

'04 

AAA 

991A 

8.57% 

Carnation 

81/2 

'99 

AAA 

993/a 

8.56 

Kraftco 

83/8 

'04 

AAA 

973A 

8.58 

Federal  Agency  bonds 

Farmers  Home  Admin 

9 

'89 

100V2 

8.75 

Wash  Metro  Tr  Auth 

8.15 

'14 

94'A 

8.67 

GNMA  (pass-throughs) 

81A 

'04 

941/z 

9.17* 

Utility  bonds 

AT&T 

8.80 

'05 

AAA 

97% 

9.04 

Cleveland  Electric 

9'A 

'09 

AAA/AA 

97V2 

9.50 

Baltimore  Gas  &  Electric 

10 

'82 

AA 

100 

10 

*Bond  equivalent  yield  calculated  to  estimated 

average  life. 

nies  have  inherent  risks:  Not  so  long 
ago  Penn  Central  was  considered  an 
unsinkable  company.  Kraftco  recent- 
ly announced  an  $18-million  write-oft 
in  its  cheese  business. 

"Remember,  too,"  says  Ahearn,  that 
just  about  all  corporate  bonds  are 
callable.  The  General  Electric  bond, 
for  example,  is  protected  for  ten  years, 
but  the  call  price  is  around  105.  The 
minute  it  gets  much  above  that,  you 
have  a  risk.  It  will  be  called  at  call 
price,  so  you  might  end  up  taking  a 
capital  loss.  A  Treasury  bond,  pro- 
tected against  call  for  20  years,  has  a 
lot  more  potential  price  swing." 

Are  there  bargains  in  the  bond  mar- 
ket? What  part  of  the  second  tier  is 
most  attractive?  Look  at  utilities,  sug- 
gests Daniel  Ahearn.  "In  the  devastat- 
ed part  of  the  bond  market,  the  AAs 
and  As,"  he  says,  "there  are  probably 
bargains  for  the  investor  who  is  will- 
ing to  do  close  analysis.  A  utility  with 
lots  of  individual  and  corporate  cus- 
tomers has  more  involved  in  its  wel- 
fare than  an  industrial  company.  How 
can  a  utility  be  allowed  to  go  out 
of  business?" 

Like  Oil,  Like  Utilities 

Ahearn  likens  today's  suspicion  of 
utilities  to  the  status  of  oil  company 
bonds  a  few  years  back.  "They  had  a 
lot  of  debt  and  huge  investment  pro- 
grams yet  to  be  financed.  Some  big 
institutional  buyers  were  saying  that 
even  AAA  oil  company  bonds  should 
produce  extra  yield. 

"There  are  things  going  on  in  the 
oil  industry  that  are  of  legitimate  con- 
cern," he  says,  "but  you  have  to  dis- 
tinguish between  an  Exxon  and  a  com- 
pany that  is  in  real  trouble." 

Right  now,  Dick  Johannesen  pre- 
fers to  define  bond  opportunities  by 
length  of  maturity  rather  than  by 
type  of  issuer.  "Investors  may  find 
it  comfortable  to  look  at  some  of  the 
medium-term  corporate  issues,"  he 
suggests.  "These  are  coming  up  now 
for  1979  to  1982.  One  reason  they 
are  a  good  buy  is  that  shorter  ma- 
turity means  price  swings  are  usually 
not  as  severe.  Second,  many  of  these 
are  being  issued  at  yields  equal  to 
what  the  same  issuer  would  have  to 
pay  on  a  long-term  bond.  This  is 
unusual.  Generally  you  have  lower 
yields  on  issues  with  a  near  maturity." 

Johannesen  also  suggests  taking  a 
look  at  medium-term  agency  obliga- 
tions. To  be  sure,  there  may  be  more 
of  them,  some  possibly  with  higher 
yields.  But,  he  points  out,  "in  many 
cases  there  is  either  a  direct  or  implied 
government  guarantee.  And  the  yield 
is  often  very  close  to  that  on  a  corpo- 
rate bond.  Given  the  fright  of  the 
market  and  the  quest  for  quality,  I 
think  this  is  an  attractive  area."  ■ 
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As  I  See  It 


An  Interview  With  Melvin  Laird 


"I  Don't  Think  We  Have  Reached  A  Detente..." 


Melvin  Laird  belongs  to  that  small 
handful  of  men— George  Shultz  and 
Elliot  Richardson  and  a  few  others— 
who  have  served  the  Nixon  Adminis- 
tration in  top  positions  and  have 
come  away  with  their  reputations  un- 
besmirched.  Below,  in  an  exclusive 
interview  with  Forbes'  James  Srodes, 
Laird  gives  his  views  on  a  wide  range 
of  issues  that  confront  the  American 
businessman  abroad.  It  is  the  first 
such  interview  Laird  has  given  since 
he  left  the  White  House  in  February. 


How  seriously  do  you  take  the 
U.S.-Soviet  detente? 

Laird:  First,  I  don't  think  we  have 
reached  a  detente  as  completely  as 
many  of  the  advocates  of  Soviet- 
American  friendship  forecast  in  1972. 
True,  we  made  a  small  step  in  the 
direction  of  strategic  arms  limitation 
with  the  SALT  I  agreement,  and  we 
also  face  other  opportunities. 

But  we  have  not  reached  those 
agreements  yet. 

To  me  the  most  important  agree- 
ment that  can  be  worked  out  in  the 
next  four  or  five  years  is  to  involve 
the  Soviet  Union,  the  U.S.  and  all 
other  arms-producing  countries  to 
limit  the  sale  and  delivery  of  conven- 
tional military  equipment  into  the 
Middle  East,  Southeast  Asia,  Latin 
America  and  Africa. 

Do  you  think  the  U.S.S.R.  seriously 
wants  to  curb  the  arms  race? 

Laird:  The  U.S.S.R.  is  going  ahead 
full  steam  with  about  12%  of  their 
gross  national  product  allocated  to 
their  military  base.  And  we  give  6%. 
True,  their  GNP  is  half  ours,  but  that 
really  shows  how  determined  they 
are.  On  top  of  that  they  spend  more 
for  modernization  than  we  do.  Our 
defense  program  is  about  55%  for 
manpower  and  their  total  expendi- 
ture is  about  26%  for  manpower.  The 
rest  goes  into  modernization  of  forces 
and  new  weapons  and  equipment. 

They  are  continuing  to  do  that,  and 
in  five  or  six  years  they  will  have  a 
much  more  modern  force.  And  they 
have  the  time;  as  they  see  it,  time  is 
on  their  side.  And  not  only  with  us 
but  with  their  problems  in  China  as 
well.  They  look  at  China,  and  the 
Russians    see    the    older    leadership 


there  will  probably  pass  out  of  the 
picture  in  that  same  five  years.  They 
believe  that  China  will  split  into  six 
or  seven  provinces  after  Mao  Tse- 
tung  dies. 

So  far  as  the  Soviets  are  con- 
cerned, they  have  made  no  moves  to 
reduce  their  national  security  and 
defense  efforts.  They  have  done  just 
the  opposite.  The  agreements  signed 
up  to  date  have  made  no  effort  to 
reduce  the  Soviet  Union's  power.  I 
think  that  has  to  be  understood  when 
we  look  for  progress  from  detente. 

Does  that  mean  we  can't  do  busi- 
ness with  the  U.S.S.R.? 

Laird:  What  worries  me  is  this.  The 
Soviets  need  great  amounts  of  capital. 
And  we  have  many  things  they  are  in- 
terested m  and  they  have  some  raw 
materials  we  want.  But  they  bargain 
as  a  government  and  our  business  peo- 
ple bargain  as  individuals.  They  bar- 
gained the  socks  off  our  business  peo- 
ple in  the  wheat  deal,  and  they  will 
bargain  the  socks  off  us  again  on  any- 
thing else. 

Could  you  be  more  specific? 

Laird:  Take  those  negotiations  going 
on  now  with  our  three  major  jet  air- 
craft producers.  The  Soviet  Union 
wants  those  aircraft  for  their  airline, 
but  they  will  only  buy  them  if  they 
can  get  a  competitive  advantage  on 
price  over  U.S.  airlines.  And  in  addi- 
tion to  that  competitive  price  advan- 
tage, they  want  low  interest,  long- 
term  credit.  And  they're  not  talking 
about  the  kind  of  credit  that  Pan  Am, 
TWA  or  Northwest  pays.  They  want 
4%  and  5%  money. 

So  here  you  have  our  three  major 
aerospace  companies,  Lockheed,  Mc- 
Donnell and  Boeing,  cutting  each 
other's  throats.  They  are  going  to  end 
up  selling  those  aircraft  at  below  U.S. 
production  costs.  Worse,  they  are 
going  to  be  selling  them  with  credit 
financed  by  the  U.S.  taxpayer- 
through  the  Export-Import  Bank.  I 
don't  mind  giving  them  credit.  But  I 
think  their  credit  terms  should  be  the 
same  that  American  business  gets.  I 
don't  think  we  should  be  in  a  position 
where  our  aerospace  industry  does  it- 
self in  to  the  disadvantage  of  the 
American  consumer  and  our  own  air 
carrier  industry. 


But  foreign  sales  are  important  to 
<our  aircraft  industry. 

Laird:  You  know  we  have  sold  a  lot 
of  aircraft  around  the  world.  But  did 
you  know  that  we've  sold  it  all  at  a 
loss?  One  of  the  things  I  learned  at 
the  Pentagon  was  that  if  you  add  up 
all  the  commercial  aircraft  that 
this  country  has  sold  abroad,  the 
price  the  companies  received  was  be- 
low their  production  cost.  They  try 
to  make  it  up  through  the  Defense 
Department.  The  American  taxpay- 
er has  to  pay  for  it  through  the  De- 
fense Department's  budget;  never 
forget  that.  In  addition,  our  airlines 
end  up  competing  with  these  foreign 
airlines  and  end  up  with  more  expen- 
sive equipment  and  with  having  to 
ask  for  higher  rates. 

Why  do  you  think  the  Russians 
have  the  trading  edge  over  American 
businessmen? 

Laird:  It  takes  a  different  approach 
to  make  a  commercial  deal  with  a 
communist  or  totalitarian  state.  I  ad- 
mire our  business  community  and 
their  abilities  when  they  compete  in 
a  free  society.  But  when  they  com- 
pete against  a  closed  society,  they're 
in  pretty  bad  shape.  Part  of  this  is 
the  fault  of  the  way  our  antitrust  laws 
are  drawn.  They  were  drawn  for  a 
different  purpose;  not  at  a  time  when 
we  foresaw  the  international  trad- 
ing problems. 

So  I  think  the  answer  is  supervised 
trading  when  you  go  into  a  totalitari- 
an country.  Perhaps  then  you  could 
allow  consortiums  of  our  businesses 
as  well.  But  it  would  have  to  be  well 
supervised  and  public.  Not  only  would 
our  business  leaders  have  to  be  pari 
of  it,  hut  also  our  labor  union  leaders 
would  have  to  understand  as  well 
And  it  has  to  he  done  in  public,  noth- 
ing can  be  done  in  secret.  Secret  brad 
ing  with  the  Soviet  Union  on  the  pait 
of  American  business  people  will  put 
the  Americans  in  a  very  bad  position. 
This  was  one  of  the  problems  of  the 
wheat  deal  a  couple  of  years  ago. 
all  this  playing  one  off  against  the 
other.  And  it's  happening  right  now 
with  the  air  transport  deal. 

Hey,  I'm  all  for  detente  But  (W 
tente  means  easing  tensions  and  a  i<' 
duct  ion  in  the  weapons  of  war.  and  I 
have   not    seen   any   ino\ement    in    that 
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vlelvin  Laird  now  works  for  the 
Reader's  Digest  Association,  for  whom 
ie  will,  among  other  things,  write  a  se- 
ries of  articles.  Although  he  says  he 
is  out  of  politics,  he  remains  close  to 
it.  He  is  a  close  personal  friend  of  Vice 
President  Gerald  Ford.  He  is  constant- 
ly in  touch  with  top  Republican 
leaders  such  as  House  Minority  Leader 
lohn  Rhodes.  His  relations  with  Presi- 
dent Nixon  are,  quite  obviously,  less 
warm  than  they  used  to  be.  Privately, 
Laird  says  the  only  piece  of  advice 
Nixon  took  from  him  in  the  whole  Wa- 
tergate affair  was  that  Nixon  not 
appoint  John  B.  Connally  to  succeed 
Spiro  Agnew  as  Vice  President. 

As  this  interview  shows,  Laird  re- 
mains a  moderate  conservative  who 
clearly  does  not  quite  trust  Soviet 
attitudes  in  disarmament,  trade  and 
politics.  At  51,  after  30  years  in  politics, 
is  Laird  really  out  of  public  life 
for  good?  We  asked  him  this  question, 
as  you  will  see  when  you  read  the 
accompanying,  interview. 

area.  I  have  seen  that  they  are  cer- 
tainly interested  in  trading  with  the 
U.S.  But  they  are  interested  in  trad- 
ing with  us  on  the  same  basis  as  the 
wheat  deal,  and  I  don't  think  that  is  a 
good  basis.  I  think  they  have  a  similar 
advantage  now  in  oil  and  gas  and  in 
the  air  transp&rt  thing. 

And  Communist  China?  Does  this 
advantage  exist  for  them? 

Laird :  Sure.  It  holds  true  any  place 
you  do  business  where  there  is  only 
one    force,    a    government,    opposite 


you.  That's  why  I  say  it  has  to  be 
brought  into  the  public  arena. 

And  the  Middle  East?  How  would 
you  advise  a  corporate  executive  who 
has  the  chance  to  build  a  plant  there, 
say,  in  exchange  for  a  supply  of  oil? 

Laird:  That's  a  tough  question.  I 
would  hope  he  would  not  go  into  the 
deal  on  a  less-than-cost  basis  with  the 
hope  of  making  it  up  later.  I  don't 
think  I  could  tell  him  he  has  much 
chance  of  making  it  up  later. 

And  I  would  recommend  a  close 
relationship  with  our  Government.  I 
think  the  oil  companies  are  recogniz- 
ing that  they  will  have  to  have  more 
government  involvement  in  the  Mid- 
dle East  because  they  can  be  whip- 
sawed  against  each  other. 

Do  you  want  Washington  to  super- 
vise our  trade  efforts  with  other  na- 
tions too— say,  Europe  and  Japan? 

Laird:  It  might  be  helpful  where  an 
industry  has  been  nationalized  in  a 
country.  In  France,  for  example,  they 
have  nationalized  the  munitions  in- 
dustry. We  have  a  self-imposed  limi- 
tation of  $120  million  in  arms  that 
we  will  ship  to  South  America,  and 
that  has  allowed  the  French  to  push 
in  and  sell  last  year  about  a  billion 
dollars  worth.  I  made  a  mistake  years 
ago  supporting  the  first  bill  which 
limited  arms  to  $90  million  worth. 
But  we  thought  those  countries  would 
feuy  more  services  for  their  people, 
such  as  education  and  health,  if  they 
didn't  have  the  guns  to  buy.  But  they 
went  shopping  elsewhere  and  it  cost 
them  more  because  of  the  problems 
of  getting  parts. 

What  about  our  relations  with 
Europe?  They  have  deteriorated,  have 
they  not,  as  a  result  of  the  related  oil 
and  Middle  Eastern  problems? 

Laird:  I  think  we  need  a  much  bet- 
ter understanding  of  what  is  happen- 
ing in  Europe.  People  were  fast  to 
criticize  the  Europeans  for  their  uni- 
lateral dealings  with  the  Arabs.  The 
men  running  those  European  nations 
are  politicians,  and  there  is  nothing 
better  than  a  professional  politician. 
Those  are  my  friends,  the  Helmut 
Schmidts,  the  Denis  Healeys.  These 
are  men  who  realize  that  85%  of  the 
energy  needed  to  create  jobs  in  their 
countries  comes  from  the  Middle  East. 
It  was  absolutely  ridiculous  for  our 
State  Department  not  to  understand 
how   democracy   works.    Democracy's 


problems,  after  all,  are  good  prob- 
lems, the  kind  we  want  to  deal  with. 

It's  easier  to  deal  with  dictators 
and  with  communists  at  that  level 
because  there  you  deal  with  a  tight 
power  group.  It  is  more  difficult  to 
deal  with  elected  leaders  in  democ- 
racies because  they  can't  always 
promise  you  what  you  want  to  hear. 
But  that's  what  this  is  all  about.  We 
should  want  those  difficulties.  We 
should  want  to  deal  with  leaders  who 
have  to  report  back  to  constituencies. 

Take  Israel,  for  example.  Now  we'll 
be  true  to  Israel,  but  we  sure  can't 
force  our  European  Economic  Com- 
munity allies  to  support  Israel  too.  I 
don't  think  there  is  a  real  apprecia- 
tion of  that  in  the  State  Department. 
I  think  it  is  simply  easier  for  them  to 
deal  with  people  who  aren't  elected 
politicians.  But  I  still  believe  that  the 
elected  politician  is  the  source  of  the 
best  solutions. 

Do  you  think  Kissinger's  and  Presi- 
dent Nixon's  trips  to  the  Middle  East 
secured  peace  there? 

Laird:  We  can't  have  a  long-term 
peace  without  a  Palestine  settlement. 

Then  the  trips  did  not  succeed? 

Laird:  I  didn't  say  that.  I  think  the 
President's  trip  was  an  important  first 
step,  to  see  that  the  cease-fire  takes 
hold.  The  trip  dramatized  the  im- 
portance of  the  cease-fire,  so  it  was  a 
valuable  first  step.  But  a  final  solution 
must  still  be  reached. 

A  personal  question,  please.  Two 
questions  really.  Would  you  return  to 
the  White  House  in  a  Ford  Adminis- 
tration? And  do  you  plan  to  seek 
elective  office  on  your  own? 

Laird:  No.  I've  made  the  decision  to 
be  on  my  own.  I  was  on  the  govern- 
ment payroll  for  30  years  and  four 
months,  but  when  I  went  to  the  Pen- 
tagon, I  gave  up  any  hope  for  fu- 
ture elective  office.  I  still  spend  a  lot 
of  time  with  my  friends  in  politics, 
and  I  think  I  can  give  them  ideas 
from  where  I  am.  I  have  a  long-term 
arrangement  with  Mr.  [Reader's  Di- 
gest publisher  DeWitt]  Wallace.  I'll 
help  the  party  in  1976.  After  all,  I'm 
only  51  and  can  help  for  a  good  many 
years,  but  from  where  I  am. 

Do  you  mind  if  we  take  that  last 
part  with  a  grain  of  salt? 

Laird:  (Laughter.)  ■ 
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"I  Think  That 
I  Shall  Never  See 


...  a  poem  lovely  as  a  tree." 

So  wrote  Joyce  Kilmer,  and  in  so  doing  he  may  have 

damaged  the  U.S.'  balance  of  payments. 


A  soft-spoken,  neatly  dressed  young 
man  in  his  20s  testified  last  month  in 
Portland,  Ore.  for  Friends  of  the  Earth 
on  regional  proposals  to  ban  the  ex- 
port of  logs  cut  from  national  forests. 

"Let's  not  export  our  logs  until  we 
know  we  have  enough  timber  for  our 
own  uses,"  he  said.  "Let's  not  back 
ourselves  against  the  wall.  Let's  cut 
off  exports  and  provide  for  our  home 
industry.  We  can  change  later  if  we 
see  we  have  an  adequate  supply." 

With  due  respect  for  his  sincerity, 
and  without  denigrating  his  environ- 
mentalist allies,  the  young  man's  point 
of  view  makes  no  sense  at  all  from 
a  national  point  of  view.  Forget  the 
recent  slump  in  lumber  prices.  For- 
get the  earlier  shortages  and  soaring 
prices.  Over  the  medium  and  long 
range,  timber  can  provide  a  major 
contribution  to  plugging  the  holes  in 
our  balance  of  payments  caused  by 
the  oil  crisis.  It  can  do  so  without 
causing  severe  shortages  at  home. 

"I  recognize  the  emotional  attraction 
of  the  thesis  that  restricting  markets, 


through  embargoes,  export  bans  or 
intervention  in  the  domestic  market- 
place, would  'stretch'  the  resource  in 
terms  of  more  years  theoretically 
available  in  the  forest  inventory,"  says 
President  George  H.  Weyerhaeuser 
of  Weyerhaeuser  Co.,  the  world's 
largest  timber  producer.  But,  he  adds, 
"the  market  restriction  solution  is  sim- 
ple, neat— and  absolutely  wrong." 

Don't  dismiss  Weyerhaeuser  as  a 
spokesman  for  greedy  lumber  inter- 
ests. He  is  right,  for  at  least  three 
reasons.  First  is  that  most  profound 
distinction  between  the  forest  prod- 
ucts industry  and  other  major  U.S. 
industries:  Forest  products  is  the  only 
major  industry  whose  basic  raw  mate- 
rial is  a  growing  and  renewable  re- 
source. The  sensible  approach,  with  a 
renewable  resource,  is  not  to  use  less 
but  to  grow  more  of  it. 

The  second  reason,  linked  to  the 
first,  is  that  standing  timber  cannot 
be  "saved"  in  the  usual  sense— that  is, 
failure  to  cut  it  does  not  necessarily 
increase    the    available    supply.    Past 


maturity,  a  forest  soon  stagnates.  As 
the  President's  Advisory  Panel  on  Tim- 
ber &  the  Environment  said  in  its  re- 
port last  year,  "Most  of  the  Western 
forests  are  old-growth  forests  where 
natural  mortality  offsets  all  or  most  of 
the  gross  growth." 

But  the  most  important  reason  to 
shun  the  restrictive  route  is  a  major 
opportunity  the  industry  now  has. 
Because  of  several  coinciding  social 
and  technological  developments,  the 
U.S.  forest  products  industry  could 
soon  begin  to  make  an  increasing 
contribution  to  world  trade  and  to 
the  U.S.  balance  of  payments. 

It  is  not  now  doing  so.  Last  year 
the  U.S.  exported  $3.1  billion  worth 
of  forest  products— $1.7  billion  in 
lumber,  logs  and  plywood;  $1.4  bil- 
lion in  paper  and  related  products. 
But  we  imported— chiefly  from  Can- 
ada—$4.5  billion  worth,  roughly  even- 
ly divided  between  lumber  and  pa- 
per products.  So,  the  negative  effect 
on  the  balance  of  payments  was  still 
$1.4  billion.  The  point  is  that  this 
deficit  could  easily  be  turned  into  a 
surplus.  A  substantial  surplus.  The 
U.S.  has  the  land,  the  climate  and 
the  technology  to  produce  far  more 
timber  than  it  now  is  doing. 

Even  if  we  forget  Europe  and  Ja- 
pan, the  oil-rich  nations  are  moving 
toward  a  large  upgrading  in  their 
standards  of  living.  Almost  without 
exception  these  oil  countries  cannot 
produce  much  timber.  For  paper,  for 
housing,  for  many  other  uses,  they 
will  be  a  growing  market  for  timber. 

And  the  beauty  part  of  timber  is 
that  its  development  does  not  require 
the  fantastic  inputs  of  capital  that 
would  be  required  to  expand,  say, 
steel  output  or  cement  output  or 
aluminum  output.  In  the  case  of  tim- 
ber, nature  itself  provides  a  major  part 
of  the  capital  and  of  the  processing. 

The  industry's  ability  to  expand  is 
not  a  question  of  processing  capacity, 
even  though  the  necessary  capacity 
may  not  exist  yet.  Future  capacity  is 
a  question  of  product  prices,  which 
have  been  improving  fast— witness  the 
50%  to  200%  earnings  gains  that  most 
forest  products  outfits  reported  for 
1973  vs.  1972.  When  the  price  is 
right,  the  capacity  will  soon   follow. 

Raw  materials  are  the  key,  and 
there  are  reasons  for  believing  the 
base  can  be  doubled.  Where?  And 
how?  The  prospect  of  much  greater 
harvests  from  the  national  forests  is 
dim,  even  though  they  contain  about 
half  the  country's  softwood*  timber 
inventory.  The  U.S.  Forest  Servii 
which  manages  the  national  foirsts,  is 
not  only  lacking  in  policy  guidance 

*  "Softwood"  trees  are  not  necessarily  soft. 
The  term  simply  means  pine,  fir  and  other 
needle-bearing  trees  that  grow  their  seeds  In 
cones. 
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Clear-cutting,  or  leveling  timber  over 
a  large  area,  is  not  the  ecological 
disaster  that  the  environmentalist 
photo  above,  taken  in  1966,  suggests. 
Rather,  it  is  the  only  effective  way 
to  grow  a  new  crop  of  certain  spe- 
cies, such  as  Douglas  fir.  Below,  the 
same  area  is  shown  five  years  later. 


(how  much  and  what  parts  of  the 
national  forest  should  be  used  for  tim- 
ber, for  example,  and  how  much  for 
other  purposes);  it  is  also  anemic 
from  years  of  minuscule  appropria- 
tions doled  out  on  an  annual  basis. 
As  one  result,  Weyerhaeuser  Co., 
with  roughly  1%  of  the  nation's  500 
million  acres  of  commercial  forest 
land,  plants  more  trees  yearly  than  the 
Forest  Service  does,  with  18%. 

Moreover,  the  Forest  Service  is  the 
focus  of  unremitting  environmentalist 
pressure  to  transfer  land  from  timber 
production  to  wilderness  or  primitive- 


area  designation;  15  million  acres 
have  already  been  so  withdrawn,  and 
much  larger  areas  have  been  pro- 
posed. These  proposals  have  political 
clout  that  stems  initially  from  the  vir- 
tual awe  in  which  forests  are  held. 
As  President  Judson  Hannigan  of  In- 
ternational Paper  puts  it,  "A  great 
number  of  legislators  and  millions  of 
Americans  view  the  concept  of  har- 
vesting a  tree  to  make  lumber  and 
paper  much  as  they  would  regard 
melting  down  the  Liberty  Bell  to  make 
beer  cans."  Memorized  by  a  genera- 
tion of  schoolchildren,  Joyce  Kilmer's 
"Trees"  seems  to  have  left  a  deep 
mark  on  the  national  psyche.  "Poems," 
Kilmer  wrote,  "are  made  by  fools  like 
me,  but  only  God  can  make  a  tree." 
Fortunately  for  the  U.S.  balance  of 
payments,  that  simply  is  not  true. 

Still,  in  this  emotional  setting,  most 
top  industry  executives  are  not  opti- 
mistic about  increasing  U.S.  fiber  sup- 
ply from  public  lands.  Chairman  Alex- 
ander Calder  of  Union  Camp  puts  it 
tersely:  "Not  within  my  lifetime." 

Use  It  Up 

If  not  from  public  lands,  then  where 
will  the  doubled  fiber  supply  come 
from?  A  part,  though  small,  will  come 
from  recycling. 

"In  the  future  we  hope  to  use  25% 
to  30%  of  recycled  material,"  says  St. 
Regis  President  William  R.  Haselton, 
who  with  Chairman  George  J.  Knee- 
land  runs  one  of  the  sharper  forest 
products  companies.  "Besides  recy- 
cling, we  must  use  our  hardwood.  The 
attitude  toward  hardwood  has  always 
been  to  pretend  we  don't  have  it,  but 
that  luxury  is  no  longer  available  to 
.us:  Hardwood  looks  pretty  good  com- 
pared with  nothing." 

This  approach  is  exemplified  by 
Union  Camp's  Montgomery,  Ala.  liner- 
board  mill,  which  now  uses  15%  each 
of  hardwood  and  recycled  fiber  with- 
out loss  of  strength— important  for  a 
product  that  goes  into  industrial  pack- 
aging (the  corrugated  box  well  known 
to  consumers).  "We  said  years  ago 
that  5%  of  each  was  all  we  could 
take,"  says  mill  manager  Wyatt  Short- 
er. "Now  we  say  15%,  but  that  can 
go  up  top"— probably  to  25%. 

Across  the  paper  industry— about 
the  only  part  of  forest  products  where 
it  is  significant— recycling  could  pro- 
vide about  23%  of  the  total  fiber  sup- 
ply this  year,  vs.  only  19%  in  1968, 
with  each  percentage  point  represent- 
ing a  gain  of  roughly  1  million  tons. 
By  1985  the  figure  might  reach  or 
even  exceed  a  peak  of  26%,  repre- 
senting a  total  fiber  supply  gain  since 
the  late  1960s  of  perhaps  10  million 
tons  a  year— a  welcome  addition  but 
merely  modest  progress  toward  dou- 
bling U.S.  fiber  output.* 


Europe-bound,  this  linerboard  is 
loaded  on  Mississippi  River  barges. 

Improved  harvesting  practices  may 
make  a  much  greater  contribution. 
George  Weyerhaeuser  sketches  the 
problem  in  terms  of  the  land  he 
knows  best,  a  typical  forest  acre  in 
southwestern  Washington;  but  the 
principle  applies  equally  across  the 
country. 

"If  we  forget  about  board  feet  for 
a  moment,"  he  says,  "and  instead  look 
at  the  [timber]  inventory  in  terms  of 
organic  fiber,  we  find  that  only  42%  of 
the  fiber  actually  reaches  the  market 
in  product  form.  In  other  words,  the 
Pacific  Northwest  has  a  forest  resource 
available  twice  as  large  as  we  have 
recognized  in  inventory."  So,  the  forest 
products  industry  could  get  far  more 
finished  product  per  acre  of  forest. 

As  so  often  happens,  the  tech- 
nology has  arisen  to  meet  the  need. 
Its  most  important  element  is  the 
whole-tree  chipper  (see  picture,  p. 
21),  a  fearsome  $400,000  monster 
that  converts  the  entire  tree  into  wood 
chips  on  the  spot  in  the  forest,  from 
whence  they  are  trucked  to  the  mill. 
The  usual  practice  has  been  to  ship 

*  Recycling  old  newspapers  does  not  have 
the  promise  it  might  seem.  They  might  better 
be  used  as  fuel.  IP's  Hannigan  estimates  that 
because  of  its  paper  content,  a  ton  of  munic- 
ipal waste  has  about  half  the  BTU  content  of 
a  ton  of  coal. 
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pulpwood  logs  by  rail  or  truck  in 
five-foot  lengths,  but  these  must  be 
trimmed  before  shipment;  the  whole- 
tree  chipper  converts  bark,  branches, 
twigs,  leaves  and  all.  And  while  its 
output  is  obviously  intended  only  for 
use  in  pulp,  paper  and  hardboard, 
these  are  precisely  the  fastest- growing 
parts  of  the  industry.  Westvaco  Presi- 
dent David  L.  Luke  III  says:  "We  now 
have  13  whole-tree  chippers,  which 
add  about  50%  to  volume  when  used 
on  softwood  stands  and  about  dou- 
ble the  harvest  for  hardwoods.  The 
whole-tree  chipper  also  results  in  a 
cleaner  site  and  thus  in  lower  prep- 
aration costs  for  replanting,  and  it 
produces  a  harvested  site  that  is  more 
acceptable  aesthetically." 

How  much  gain  in  fiber  supply 
could  it  mean?  That  depends  on  how 
rapidly  the  new  technology  spreads 
and  how  resourceful  the  pulp,  paper 
and  hardboard  producers  prove  to  be 
in  adapting  whole-tree  chips  to  their 
processes  and  products  (for  example, 
the  percentage  of  bark  they  can  tol- 
erate). But  if  whole-tree  chips  come 
to  supply,  say,  35%  of  the  industry's 
pulping  needs,  the  fiber  gain  could  be 
an  additional  15  million  tons— with- 
out harvesting  a  single  extra  tree. 

Grow  South 

Can  the  U.S.  also  produce  more 
trees?  The  answer  to  that  is,  yes,  and 
chiefly  in  the  12  states  of  the  South, 
stretching  from  eastern  Texas  and  Ok- 
lahoma to  tidewater  Virginia. 

The  South's  advantages,  as  the  new 
U.S.  woodbasket,  are  not  limited  to 
its  190  million  to  195  million  acres  of 
industrial  forest  land,  nearly  40%  of 
the  national  total.  More  important  are 
its  soil,  climate  and  rainfall,  which  en- 
able it  to  grow  comparable-sized  trees 
in  two-thirds  to  half  the  time  needed 
in  the  Pacific  Northwest,  the  other 
great  U.S.  tree-producing  region. 
Moreover,  the  South  has  already  had 
the  historical  experience  of  regenerat- 
ing its  forests.  Here  is  the  story  as  told 
by  Weyerhaeuser  Vice  President  R.C. 


(Dick)  Allen,  who  is  now  building 
at  Columbus,  Miss.,  for  $275  million, 
the  largest  linerboard  complex  (2,100 
tons  a  day)  in  the  world. 

When  the  cutting  off  of  the  last  of 
the  region's  first,  or  virgin,  forest  in 
the  late  Thirties  led  to  an  exodus  of 
wood-based  industries,  says  Allen, 
"There  were  a  few  foresters  who  hung 
on  down  here.  And  those  foresters 
really  brought  the  South  back,  by 
acting  like  a  bunch  of  evangelistic 
preachers:  We  sold  a  bill  of  goods  to 
the  small  landowners.  We  sold  fire 
protection,  the  big  thing  then.  We 
sold  nurseries,  planting  stock  and  di- 
rect seeding,  and  we  brought  it  back." 

That  new  second  forest  now  sup- 
ports the  enormous  mills  built  and  still 
building,  like  the  Weyerhaeuser  Co- 
lumbus mill.  The  second  forest  also  got 
crucial  help  from  an  all-too-short-lived 
Soil  Bank  program,  which  in  the  four 
years  1958-1961  led  to  tree  planting 
on  5.4  million  southern  acres. 

From  its  history  also  stems  the 
South's  pattern  of  land  ownership, 
which  seems  particularly  suited  to  in- 
creased timber  production.  Where 
nationally  some  27%  of  the  industrial 
forest  land  and  over  half  the  softwood 
timber  inventory  is  publicly  owned, 
only  9%  is  so  owned  in  the  South.  Thus 
less  of  its  wood  supply  is  vulnerable 
to  political-environmental  decisions. 

Second,  the  forest  products  com- 
panies own  more  of  the  South's  forest- 
land— 35  million  acres  or  18%,  vs.  13% 
nationally.  Hence  the  companies  there 
can  make  fuller  use  of  recent  spectac- 
ular advances  (often  by  the  compa- 
nies themselves)  in  tree  culture,  from 
genetic  improvement  to  the  establish- 
ment of  seed  orchards  to  the  grow- 
ing and  planting  of  superior  seedlings 
by  the  tens  of  millions  on  carefully 
prepared  and  fertilized  sites. 

The  result  is  company  forests  among 
the  most  productive  on  earth.  Says 
Westvaco's  Luke,  "Southern  forests  in 
their  natural  state  produce  about  a 
third  of  a  cord  per  acre  per  year. 
Now  we're  producing  maybe  three 
cords— nearly  a  tenfold  increase." 

Finally,  almost  three-fourths  of  the 
South's  forest  land  is  owned  by  1.8 
million  small  landowners,  in  many 
cases  the  owners  of  land  that  once 
was  farmed;  and  on  them  the  pos- 
sibility of  increasing  the  U.S.  fiber 
supply  ultimately  depends.  If  they  can 
be  motivated  and  helped,  by  forest 
products  companies  or  government  or 
both,  to  upgrade  their  land  by  prep- 
aration and  planting  and  thinning 
and  generally  careful  forest  manage- 
ment, then  there  will  be  more  fiber 
a  decade  or  two  hence  for  both  do- 
mestic and  world  needs. 

To  reach  the  small  landowner,  the 
forest  products  companies  are  in  ef- 


fect setting  up  their  own  forestry  ex- 
tension services.  The  first  was  prob- 
ably Weyerhaeuser's  Tree  Farm  Fam- 
ily program;  but  it  was  actually  started 
two  or  three  decades  back  by  a  re- 
sourceful Mississippi  lumberman 
named  Tom  DeWeese  of  the  A.  De- 
Weese  Lumber  Co.  of  Philadelphia, 
Miss.,  which  Weyerhaeuser  acquired 
in  1966.  (Weyerhaeuser's  Allen 
c  worked  for  DeWeese. ) 

Under  the  program,  the  company 
surveys  the  small  landowner's  land, 
tailor-makes  a  forest  management 
plan,  does  at  cost  (or  contracts  to 
have  done)  and  supervises  any  need- 
ed work,  and  inspects  the  property 
regularly,  all  in  return  for  the  right 
to  meet  the  best  price  offered  for  any 
timber  eventually  harvested.  The  key 
to  the  program,  in  Weyerhaeuser's 
view,  is  to  draw  up  the  best  forestry 
plan  possible— and  then  adjust  it  to 
the  owner's  special  tax  or  other  needs 
and  wishes.  The  administrative  key 
is  keeping  the  same  forester  in  charge 
of  all  operations— site  preparation, 
planting,  culling,  harvesting  or  what- 
not—on any  given  landowner's  land. 

At  a  recent  count,   the  TFF  pro- 


The  Landholders 

The  forest  products  companies  also  help 
themselves  when  they  get  landowners  to 
grow  more  trees.  Forest  land  prices  are 
up  so  sharply— to  $150  to  $200  an  acre 
in  the  South,  for  example,  for  land  with 
no  other  potential  use— that  it  is  getting 
too  costly  to  buy  enough  acreage  to 
supply  even  half  the  needs  of  a  major 
new  mill,  once  considered  a  minimum. 
So  companies  with  large  land  holdings 
have  a  distinct  edge;  18are  listed  below. 


t — Acres 

Owned  — 

- 

(in 

000s) 

Canada 

Leases, 

&  Else- 

Cutting 

Company 

U.S. 

where 

Rights 

Boise  Cascade 

1,950 

12 

4,160 

Champion  Intl 

2,371 

108* 

4,871 

Crown  Zellerbach 

1,463 

178 

1,775 

Diamond  Intl 

1,376 

5 

27 

Georgia-Pacific 

3,275 

1,225* 

1,498 

Gt.  North.  Nekoosa 

2,584 

— 

185 

Hammermill  Paper 

330 



55 

Intl  Paper 

6,769 

1,360 

15,560 

Kimberly-Clark 

1,300 

NA 

8,900 

Louisiana-Pacific 

580 

— 

I  ,')04 

Masonite 

492 

— 

51 

Mead 

939 

— 

5,441 

Potlatch 

1,300 



65 

St.  Regis  Paper 

2,586 

— 

3,098 

Scott  Paper 

1,836 

1,096 

403 

Union  Camp 

1,450 

— 

1 50 

Westvaco 

1,025 

75** 

— 

Weyerhaeuser 

5,671 

48 

10,723 

*  Canada  ond  Brazil. 

••  Brazil 

NA-Nol 

OvOlIn' 
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In  a  few  seconds,  this  Masonite  Corp.  chipper  eats  up  an  entire  tree  and  transfers  the  chips  into  the  waiting  truck. 


gram  in  the  Columbus,  Miss,  area 
covered  163  small  landowners  with 
60,000  acres;  it  is  expected  to  reach 
150,000  to  200,000  acres  by  1980. 
Nationally,  Weyerhaeuser's  TFF  goal 
is  290,000  acres  by  1975  and  1.1 
million  by  1980. 

Quite  similar,  though  more  recent 
(begun  in  1972),  is  IP's  Landowner 
Assistance  Program,  which  in  return 
for  the  same  purchase  rights  performs 
like  planning  and  supervisory  func- 
tions with  the  same  solicitous  care. 
Nationally,  IP  now  has  250,000  acres 
under  LAP,  with  a  goal  of  1  million 
acres  by  1982.  Westvaco,  whose  Co- 
operative Forest  Management  Pro- 
gram started  in  1955,  now  has  500 
owners  and  500,000  acres;  they  al- 
ready supply  10%  of  Westvaco's  needs. 

Not  all  forest  products  companies 
have  followed  suit,  but  all  are  at 
least  seriously  thinking  of  it.  "The  way 
in  which  this  whole  issue  is  viewed 
has  changed  dramatically  in  the  last 
six  months,"  says  St.  Regis'  Haselton. 
"Six  months  ago  it  was  an  'interest- 
ing concept.'  Now  the  feeling  is,  'Time 
is  short.' ' 

Who  are  the  landowners  in  such 
programs?  An  example  is  farmer  E.J. 
Dennis,  v^ho  lives  in  a  pleasant  house 
amid  the  stillness  of  258  acres  well 
outside  the  little  town  of  Ovett,  Miss. 
(population:  305).  "They  [IP]  really 
went  out  of  their  way  for  me,"  says 
Dennis,  who  has  since  brought  some 
of  his  neighbors  into  the  program.  He 
had  originally  thought  of  grazing  more 
cattle  on  his  land.  "But  with  cattle 
prices  going  down  and  timber  prices 
going  up,"  he  says,  "timber  gets  to 
look  more  attractive  all  the  time." 

Congress  has  tried  recently  to  en- 
courage small-landowner  timber  pro- 
duction via  the  Forestry  Incentives 
Act  of   1973,  funded  initially  at   S10 


million.  As  applied  in  Mississippi,  one 
of  the  more  active  states,  the  program 
reimburses  a  small  owner  (under  500 
acres)  for  75%  of  site  preparation  costs 
up  to  $35  an  acre  and  tree-planting 
costs  up  to  $28  an  acre. 

Export  Push 

The  prospect  of  forest  products  ex- 
ports overtaking  imports  in  dollar  val- 
ue is  heightened  by  one  long-term 
and  one  short-term  factor.  Long  term, 
paper  consumption  is  growing  faster 
overseas  than  in  the  U.S.— by  close 
to  5%  annually  worldwide,  vs.  3%  to 
4%  in  the  U.S.  If  the  U.S.  has  the 
fiber,  it  has  the  inside  track  on  sup- 
plying those  world  markets.  The  sec- 
ond is  that  the  Japanese,  who  im- 
ported over  $700  million  worth  of  logs 
from  the  U.S.  last  year,  show  signs  of 
adopting  U.S.  lumber  standards  and 
switching  their  purchases  from  logs 
to  lumber— which  would,  because  of 
the  relatively  higher  value  of  lumber, 
give  exports  another  boost. 

Such  a  switch  could  also  set  the 
stage  for  another  lumber  crisis,  per- 
haps a  more  difficult  one  this  time. 
During  the  most  recent  shortage,  the 
big  forest  products  companies— espe- 
cially those  in  the  Northwest— could 
at  least  plead  that  all  their  sawmills 
were  working  overtime  and  that  ship- 
ping logs  to  Japan  was  not  contribut- 
ing to  the  shortage.  That  will  no  long- 
er be  the  case  if  the  Japanese  switch 
their  purchases  from  logs  to  lumber 
and  if  housing  picks  up  at  home. 

That  is  one  reason  why  men  like 
George  Weyerhaeuser  express  such 
concern  about  lack  of  coherent  public 
policy  toward  the  vast  timber  inven- 
tory on  public  lands :  Continued  clamp- 
ing down  on  its  harvest  could  worsen 
any  future  shortage  and  contribute 
to    the    resulting    political    outcry.    "I 


think  we  are  foreclosing  this  country 
from  taking  care  of  Japan's  require- 
ment and  part  of  Europe's  require- 
ments," he  says.  "We  have  the  land 
base,  we  have  the  technology,  we  have 
the  resources;  why  shouldn't  it  be 
managed  for  the  world's  benefit  as 
well  as  our  own?" 

If  Weyerhaeuser  sounds  too  ideal- 
istic, the  situation  can  be  put  in  hard, 
realistic  terms:  If  we  insist  on  consum- 
ing more  energy  than  we  can  produce, 
then  we  must  find  other  things  that 
we  can  produce  faster  than  we  con- 
sume. Wood  is  not  now  one  of  those 
things.  With  sensible  policies  it  can 
soon  become  one.   ■ 


Few  places  can  grow  trees  as  fast  as 
the  American  South,  but  Brazil  is 
one.  Westvaco  grew  this  loblolly  pine 
in  southern  Brazil  to  a  diameter  of 
16  inches  in  just  11  years. 
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In  5  years  Southern  Pacific  pul 

Weve  ordered  5,61( 

We're  not  througl 


Business  publications  and  analysts 
report:  "Now,  more  than  ever, 
railroad  freight  cars  are  the 
transportation  backbone  of  our 
nations  economy." 

We  agree.  It's  the  reason  why 
in  the  last  5  years  alone  Southern 
Pacific  has  continued  to  place  more 
and  more  new  freight  cars  and  over 
700  new  locomotives  in  service. 


In  fact,  we're  so  sure  of  our  country's 
future  and  continued  economic  growth 
we're  investing  $150  million  in  new 
rolling  stock  and  $33.8  million  more  to 
renovate  older  cars  and  locomotives 
this  year  to  make  our  railroad 
services  even  better. 

And  that's  not  the  only  way 
we're  working  to  improve  our  railroad 
and  help  keep  our  country's  economy 
on  the  right  track. 


When  a  customer  needs  .i  ur 
freight  car  to  handle  spin  i.il  shipp 
requirements  we  do  every th in>;  Hj 
to  give  him  an  answer.  The  Verl 
Pac  car  we  helped  develop  is  only 
example.  It  carries  up  to  30  <  omfl 
automobiles  to  market  more  i 
cally  than  previous  methods  and 
provides  complete  protei  tion 
vandalism  and  we.itli' 

Our  modern  "unit  trains 


25,296  new  freight  cars  in  service 
more  this  year. 

buying  yet. 


eater  operating  efficiency  and  help 
duce  our  customers'  shipping  costs 
r  crude  oil,  iron  ore,  autos  and 
ito  parts,  coal  and  perishables. 

And  our  fast-moving  Southern 
jcific  "run-through"  trains  bypass 
ngested  terminals,  stop  only  for 
ew  changes  to  expedite  service  to 
ajor  markets  throughout  much  of 
e  United  States. 

We  continue  to  build  Southern 


Pacific  on  the  challenge  that  we  can 
offer  industry  the  most  efficient  and 
economical  transportation  possible. 
Rail  lines  that  reach  more  than  a  third 
of  the  nation.   Petroleum  pipelines 
that  serve  6  Western  states.  27,000 
miles  of  trucking  routes.  And  fast, 
intermodal  services  through  36 


ports-of-entry  covering  the  West 
Coast,  Gulf  Coast  and  U.S. -Mexican 
border.  We  have  the  transportation 
plant-and  the  people-to  do  the  job. 
And  we're  doing  it. 


Southern  Pacific. 

We're  making  tracks  for  the  future. 


High  Profit,  Low  Profile 

You  wouldn't  know  it  from  his  clothes,  his 
lifestyle  or  the  way  headwaiters  treat  him, 
but  Charlie  Koch  of  Wichita  is  one  of 
the  richest  men  in  the  U.S. 


Koch  of  Koch  Industries 


Mention  oilmen  with  huge  personal 
fortunes  and  you  probably  think  of  J. 
Paul  Getty  in  London  or  H.L.  Hunt 
in  Texas.  Next  time,  don't  forget 
Charles  Koch  in  Wichita,  Kan. 

Koch  (pronounced  "coke")  is  38 
years  old  and  president  of  a  family- 
owned  firm  with  sales  that  will  top 
$2  billion  this  year.  That  makes  it  one 
of  the  three  or  four  biggest  private 
companies  in  the  country,  perhaps  the 
most  profitable  of  all.  But  Wichita- 
based  Koch  Industries,  Inc.  is  about 
as  low  profile  as  a  business  can  get. 

For  one  thing,  its  stock  isn't  avail- 
able to  investors.  Koch  and  his  three 
brothers  control  over  two-thirds  of  the 
shares;  the  rest  is  in  the  hands  of  a 
few  current  and  former  employees. 

Also,  the  company  rarely  deals  di- 
rectly with  the  public,  and  Charles 
Koch  relishes  this  anonymity.  "We 
don't  particularly  want  to  broadcast 
what  we're  doing,"  he  explains.  "We 
want  to  perform  a  useful  function  and 
make  a  profit.  People  we  deal  with  in 
the  oil  business,  the  chemical  busi- 
ness, the  cattle  business  and  the  ship- 
ping business  know  us.  Other  people 
don't  and  that's  fine." 

Exactly  what  does  Koch  Industries 
do?  The  backbone  of  its  business  is 
transportation  and  distribution  of 
some  800,000  barrels  of  petroleum 
each  day.  The  company  owns  10,000 
miles  of  pipeline,  hundreds  of  tank 
trucks,  as  well  as  barges  and  deep- 
water  terminals.  Koch  has  over  10,000 
accounts  worldwide,  ranging  from 
Kansas  farmers  with  one  well  to  ma- 
jor oil  companies.  But  Koch  is  no 
mere  middleman.  "We're  usually  pro- 
cessing or  upgrading  along  the  way," 


says  he,  "so  we  get  a  bigger  margin 
than  someone  like  a  grain  company." 

The  basic  Koch  business— called  a 
gathering  system  by  oilmen— fits  in 
nicely  with  other  activities  in  the  pe- 
troleum production  chain.  Related 
Koch  interests  include: 

•  A  soon-to-be-refurbished  refinery 
(130,000  barrels  a  day)  near  St.  Paul, 
able  to  handle  high-sulphur  crude. 

•  A  "small"  retail  gasoline  business 
with  several  hundred  stations  (Koch, 
Hudson  and  X-Cel  brands ) . 

•  An  international  oil  trading  divi- 
sion with  a  tanker  fleet  and  offices  in 
eight  countries. 

•  An  exploration  division  that  pro- 
duces crude  oil  and  gas  in  the  U.S. 
and  Canada  and  is  involved  in  joint 
ventures  worldwide  with  the  majors. 

Koch  Industries  also  manufactures 
and  sells  a  wide  variety  of  specialized 
equipment  for  oil  refineries  and  chem- 
ical plants— ranging  from  dredges  to 
fiberglass  pipe. 

Finally,  there's  the  cattle  business. 
This  was  a  hobby  for  Fred  Koch, 
Charles'  father  and  the  founder  of  the 
family  business,  but  today  Koch's 
Matador  cattle  subsidiary  owns  or 
leases  over  1  million  acres  of  ranch- 
land  in  six  midwestem  states  and 
keeps  a  cow-calf  herd  of  about 
60,000.  The  company  also  has  feed- 
lot  operations  of  varying  size,  depend- 
ing on  the  market.  "Fortunately, 
they're  small  right  now,"  says  Koch,  of 
his  operations  in  the  badly  battered 
f eedlot  business  (  Forbes,  May  1 ) . 

Fred  Koch  was  a  Texas  farmboy 
who  worked  his  way  through  Massa- 
chusetts Institute  of  Technology. 
The  elder  Koch  started  his  operation 


in  the  Twenties,  when  he  developed 
a  thermal  cracking  process  for  oil  re- 
fineries. The  major  oil  companies  boy- 
cotted Koch,  and  he  got  his  big  break 
by  selling  to  the  Russians.  A  $5-mil- 
lion  contract  negotiated  with  the 
Soviets  in  1929  netted  Koch  a  50% 
profit.  Dealing  with  the  Russians, 
however,  didn't  make  Koch  a  believer. 
He  became  an  ardent  anti-Communist 
and  in  1958  helped  organize  the  John 
Birch  Society. 

After  his  father's  death  in  1966, 
Charles  Koch  changed  the  name  of 
the  family's  chief  operating  company 
from  Rock  Island  Oil  &  Refining  to 
Koch  Industries.  ("We  used  to  get  calls 
in  the  middle  of  the  night  asking 
when  the  next  train  leaves,"  he  ex- 
plains.) Charles  also  started  a  growth- 
and-diversification  campaign  that 
boosted  sales  from  around  $200  mil- 
lion to  their  present  $2-billion  level. 
The  company  now  has  over  4,000  em- 
ployees and  some  100  individual  prof- 
it centers. 

Like  his  father,  Charles  Koch  is  an 
MIT-trained  chemical  engineer.  (So 
are  his  younger  twin  brothers,  who  al- 
so work  for  the  company.)  Before 
coming  to  Koch  Industries,  Charles 
worked  for  Arthur  D.  Little  in  Boston, 
and  he  never  intended  to  join  the 
family  firm.  "In  1961,"  he  says,  "my 
father  called  me  with  an  offer  I 
couldn't  refuse." 

Koch  is  neat,  precise  and  organized. 
To  keep  fit,  he  runs  two  or  three  miles 
several  times  a  week.  "My  objective 
is  to  get  the  most  exercise  in  tin- 
shortest  possible  time,"  he  says.  De- 
spite his  immense  wealth,  Koch  lives 
modestly.  He  kept  an  apartment  in  a 
Wichita  high-rise  until  his  recenl 
marriage.  He  wears  medium-priced 
Paul  Stuart  suits  off  the  rack,  drives 
to  work  in  a  three-year-old  Buirk  and 
in  Wichita  eats  with  machine-shop 
employees  in  the  company  cafelei  i;i 

Charles  Koch's  social  philosophy  is 
a  very  important  part  of  his  life.  "My 
lather    was    a    conservative,"    be    saw 
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For  a  world  running  short  of 
w-cost,  high-protein  animal  feed, 
Chemetron  has  an  answer. 


Chicken  feathers 


Vnd  hog  hair,  or  animal  hide  scraps,  horns 

i  hooves. 

fou  see,  livestock  and  poultry  processors  can 

n  many  hard  by-products  into  a  highly 

estible,  low-cost  feed  additive.  Automatically. 

th  the  Hydrolizer  continuous  protein  conversion 

tern  from  Chemetron's  ANCO/MEPACO 

ision. 

\nimal  and  poultry  by-products  that  used  to  be 

icult  disposal  problems  are  now  turning  a 

»fit  for  processors  and  helping  to  ease  feed 

>rtages.  For  instance,  the  ANCO  Hydrolizer 

>wn  below  produces  18,000  pounds  per  hour 

wet,  granular  meal  from  chicken  feathers  that's 

to  88%  protein,  and  89%  digestible.  Pretty 

>d  for  a  waste  product. 

n  addition  to  the  food  processing  industry, 

emetron  develops  basic  products,  processes 

i  equipment  for  more  than  forty  other" markets. 

luding  power  generation,  chemicals,  fire 

Section,  health  care  and  more. 

:or  more  information  about  Chemetron  and  the 

ustries  it  serves,  write  for  our  booklet, 

le  Basics"  Chemetron  Corporation,  111  E.  ^ 

icker  Drive,  Chicago,  Illinois  60601  Dept.  B. 


Chemetron 
builds  the  basics. 


we  fight  fire  with  food 


When  a  thousand  acres  a  day  are 

burning,  how  do  you  feed  the  men 

who  fight  the  fires? 

Armour  created  a  system  that 

AjSfl 

provides  a  wide  variety  of  high 

'  .-wH^Bb 

energy  foods  that  can  be  dropped 

from  planes  and  quickly  prepared  to 

feed  large  numbers  of  men.  All 

without  the  need  of  a  field  kitchen,  a 

_^^^^^^H 

cook,  or  an  extensive  supply  of 

j^tfH^^I 

groceries. 

i9 

Good  food  to  keep  morale  up 

?K 

and  men  going  in  emergency 

I  J               W     - 

situations— it's  the  kind  of  problem 

tit/tB^^ 

we  like  to  solve. 

Food  Service  Systems  — one  of                          ■ 

the  many  ways  we're  meeting                                        ; 

people's  needs.                                                           ,\ 

'£9 

KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 

Greyhound  Lines 

Greyhound  Lines  of  Canada 

Texas,  New  Mexico  &  Oklahoma  Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewsrer  Transport 

California  Parlor  Car  Tours 


Carey  Transportation 
Florida  Parlor  Car  Tours 
Gray  Line  of  New  York 
Gray  Line  of  Sun  Francisco 
Gre/hound  World  Tours 
Korea  Greyhound 


Loyal  Travel  Service 
Motor  Coach  Industries 
Red  Top  Sedan  Service 
Royal  Glacier  Tours 

J  Wind  Transportation 
•>  Transit 


Greyhound  Leasing  &  Financial 
of  the  U.S.,  Canada,  Switzerlan 
England,  Japan,  Hong  Kong 

Greyhound  International  Banking 
Corporation  Ltd.,  Bahamas 

Greyhound  Guaranty  Ltd.,  London 

Greyhound  Computer 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways 


RR  PRODUCTS 
MACEUTICALS 
I 

>ur  Pharmaceutical 


FOOD 

Armour  Foods 
Armour  Le  Grys 
Klarer  of  Kentucky 
Pfaelzer  Bros. 


FOOD  SERVICE 
Greyhound 

Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 


SERVICES 

Aircraft  Service  International 

Border  Brokers 

Compass  Insurance 

Consultants  &  Designers 

Dispatch  Services 

Freeport  Flight  Service 


Florida  Export  Group 
General  Fire  &  Casualty 
Greyhound  Rent-A-Car 
Greyhound  Temporary  Personnel 
Las  Vegas  Convention  Service 
Manncraft  Exhibitors  Service 
Travelers  Express 


Natural  gas  is  in  the  Gulf. 

And  our  giant  gathering  system 

will  bring  it  home. 


We  have  requested 
approval  from  the  Federal 
Power  Commission  to  extend 
our  Stingray  pipeline.  By 
adding  a  300  mile  gathering 
network  which  will  reach 
120,000  acres  of  leaseholds, 
at  depths  of  up  to  365  feet. 

All  this  because  the  Gulf 
of  Mexico  represents  our  best 
new  source  of  natural  gas.  Gas 
we  need  to  meet  an  ever 
increasing  demand.  We're 
undertaking  this  project  in 
partnership  with  a  subsidiary 
of  Panhandle  Eastern  Pipeline 
Company. 


It's  going  to  take  three 
years.  And  it's  going  to  be 
expensive.  The  estimated  cost 
is  about  $150  million. 

But  it  will  eventually 
handle  one  billion  cubic  feet  of 
gas  a  day  to  help  keep  our 
customers  supplied. 

The  Stingray  project  is 
an  answer. 

But  it's  not  the 
only  answer.  To  keep  our 
commitment  to  our 
customers  we  must  continue 
to  search  for  new  sources  and 
supplies  of  natural  gas. 

It's  important  to  all  of  us. 


Peoples  Gas  Company 

The  Peoples  Gas  Light  and  Coke  Company 

North  Shore  Gas  Company 

Natural  Gas  Pipeline  Company  of  America 

Harnrr  Oil  Cnmnanv 


FOR  A  COPY  OF  OUR  ANNUAL  REPORT. 
WRITE:  PEOPLES  OAS  COMPANY, 
122  S.  MICHIGAN  AVE ..  ROOM  311. 
CHICAGO.  ILMM3 


"but  I'm  a  libertarian  like  Jefferson  or 
Thoreau."  For  Koch,  the  less  govern- 
ment, the  better.  Koch  devotes  much 
of  his  spare  time  to  serious  reading, 
including  the  Austrian  and  Chicago- 
school  economists  and  revisionist  his- 
torians like  Gabriel  Kolko.  His  laissez- 
faire  views  make  him  want  to  limit 
company  sales  to  government  units. 
"That's  not  the  kind  of  business  we 
want  in  the  long  run,"  he  explains. 

Believing  in  little  contact  with  gov- 
ernment fits  in  nicely  with  being  a 
private  company.  Koch  ticks  off  the 
reasons  why  he  likes  it  that  way: 
"We  can  spend  more  time  managing 
and  less  on  public  relations;  we  can 
make  decisions  quickly— and  in  our 
business  that's  vital;  and  so  far  we've 
been  able  to  generate  or  borrow 
enough  capital  to  do  what  we  want." 

Since  Koch's  business  does  demand 
lots  of  capital,  his  relationship  with 
bankers  is  important.  The  list  of  those 
he  uses  regularly  is  impressive.  Be- 
sides several  mid  western  institutions, 
Chase  Manhattan,  First  National  City 
and  Morgan  Guaranty  in  New  York 
and  London's  Westminster  Bank  are 
all  involved  in  various  Koch  deals.  Al- 
so, Koch  Industries  is  a  major  client  of 
Hughes,  Hubbard  &  Reed,  a  presti- 
gious Wall  Street  law  firm. 

Too  Big  To  Marry? 

Success  brought  Koch  scores  of 
suitors.  "People  from  other  companies 
used  to  come  out  here  for  all  sorts  of 
reasons,"  he  says,  "but  they  really 
wanted  to  find  out  if  we  would  sell 
out."  Those  visits  have  stopped— per- 
haps because  the  message  finally  sunk 
in;  perhaps,  too,  because  Koch 
Industries  is  now  bigger  than  the  po- 
tential buyers. 

One  thing  Koch  doesn't  want  is  to 
buy  someone  else's  company.  "We've 
thought  about  it,  but  our  own  proj- 
ects are  better.  Bight  now  we've  got 
a  backlog  of  attractive  things  that  will 
give  us  a  very  good  return  on  our  as- 
sets and  capital." 

Forbes  asked  Koch  about  profits 
last  year,  which  he  says  set  a  new 
record.  Were  they  over  $100  million? 
"You're  not-  off  by  a  whole  order  of 
magnitude,  but  just  say  we're  a  very 
viable  company."  That's  putting  it 
mildly:  Koch  Industries  may  well  be 
the  U.S.'  most  profitable  private  busi- 
ness, and  Charles  Koch  is  well  on  the 
way  to  being  a  billionaire. 

"It's  funny,"  says  a  friend,  "but 
when  Charlie  goes  to  a  fancy  New  York 
restaurant  he  has  to  wait  in  line, 
while  the  boys  who  are  losing  their 
shirts  on  Wall  Street  get  tables." 

Moral:  Don't  judge  a  personality  by 
his  notices  in  the  newspapers;  don't 
judge  a  man's  position  by  the  fuss 
headwaiters  make  over  him.  ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


June  19,  1974 


2,250,000  Shares 

Baltimore  Gas  and  Electric  Company 

Common  Stock 

(Without  Par  Value) 


Price  $15,375  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  Slates  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Blyth  Eastman  Dillon  &  Go.    Alex.  Brown  &  Sons     Dillon,  Read  &  Go.  Inc. 

Incorporated 

Drexel  Burnham  &  Go.    Goldman,  Sachs  &  Go.      Halsey,  Stuart  &  Go.  Inc. 

Incorporated  Affiliate  of  Bache  &  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Go.  Kuhn,  Loeb  &  Go.  Lehman  Brothers 

Incorporated  Incorporated 

Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Salomon  Brothers 

Incorporated 

Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Shearson,  Hammill  &  Co.  Legg  Mason/Wood  Walker 

Incorporated  Div.  of  First  Regional  Securities,  Inc. 

Baker,  Watts  &  Co.  Robert  Garrett  &  Sons 

Incorporated 


the  man  you  want 

to  succeed 

reads 
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Kay  Graham,  Manager 

Under  her  direction,  The  Washington  Post  Co.  has 
become  "W"  for  Watergate,  "P"  for  profitability. 


Thanks  to  Watergate,  Katharine  Gra- 
ham, 57,  has  become  perhaps  the 
most  influential  woman  in  the  U.S.  By 
hacking  its  reporters  to  the  hilt,  her 
Washington  Post  did  more  than  any 
other  publication  to  break  the  Water- 
gate story  and,  in  the  process,  drop 
the  Nixon  Administration's  public  ap- 
proval from  6H%  to  28%. 

It  wouldn't  be  quite  true  to  say  that 
they  laughed  when  Kay  Graham  took 
ovei  the  top  spot  in  the  company  after 
her  husband  died  in  1963;  certainly, 
however,  a  good  many  people  snick- 
ered. They  misread  the  situation:  Be- 
hind the  charm  and  self-effacement  of 
this  to-the-manner-born  woman,  there 
is  a  tough,  maybe  ruthless,  core. 

A  few  years  ago  the  best  that  could 
have  been  said  of  The  Washington 
Post  Co.'s  corporate  performance  was 
that  it  rated  a  gentleman's  C  in  profit- 
ability. Today  The  Post  would  rate  a 
solid  B  within  its  industry. 

When  Kay  Graham  inherited  con- 
trol of  the  company  from  her  late 
father,  investment  banker  Eugene 
Meyer,  she  was  probably  more  inter- 
ested in  prestige  than  in  profits.  But 
once  she  set  her  mind  on  the  bottom 
line,  the  picture  changed  rapidly.  In 
1971  The  Post  earned  only  10.5%  on 
its  stockholders'  equity.  Last  year's 
14.9%,  put  The  Post  on  a  par  with 
most  of  its  peers  (see  table).  And  the 
way  things  are  going,  The  Post  may 
well  be  on  its  way  to  a  solid  A  for 
profitability. 

Katharine  Graham  did  not  so  much 
succeed  to  the  top  spot  at  The  Post 
as  evoke  into  it.  After  her  father's 
death,  her  husband,  Phillip  Graham, 
took  over.  When  Phillip  Graham  died 
a  decade  ago,  she  took  the  presidency. 


A  good  many  people  expected  that 
The  Post  would  be  treated  as  a  rich 
girl's  toy.  Certainly  she  leaned  heavily 
on  Frederick  Beebe,  a  lawyer  and 
longtime  family  associate,  but  Kay 
Graham  grew  with  the  job.  In  the 
end,  she  proved  that  she  had  inherited 
a  great  deal  of  her  father's  shrewd- 
ness. When  Beebe  died  last  year,  Kay 
Graham  was  ready  for  the  job. 

In  1971  The  Post  went  public.  That 
event  proved  to  be  something  of  a 
milestone  for  the  company  so  far  as 
profitability  was  concerned.  "When 
you  are  private,"  Graham  told  Forbes 
recently,  "y°u  are  always  telling  your- 
self that  you  are  doing  things  as  you 
would  if  you  were  public,  but  there 
are  places  where  you  are  not." 

That  was  a  good  description  of  the 
situation.  In  1971  The  Post  Co.  had 
great  strengths.  Among  them  was  The 
Washington  Post's  position  as  the  No. 
One  newspaper  in  a  rich  area,  and 
its  ownership  of  the  Xo.  One  TV  sta- 
tion in  the  same  area.  Unlike  some 
big  city  newspapers,  The  Post  was 
not  hurt  by  the  move  of  its  readers 
to  the  suburbs;  it  followed  them 
there.  Another  strength  was  the  com- 
pany's Newsweek  magazine,  which 
had  for  years  been  narrowing  the  gap 
between  itself  and  Time. 

But  there  were  weaknesses,  too. 
Management  at  the  top  was  thin. 
Newsweek's  costs  were  getting  out  of 
control.  The  newspaper  was  squeezed 
by  high  printing  expenses  resulting 
from  union  rules  which  prevented 
automation.  Nobody  was  doing  much 
about  the  weaknesses. 

Around  the  time  The  Post  went 
public,  Kay  Graham  and  her  associ- 
ates  began    tackling   the   profitability 


problems  in  dead  earnest.  To  straight- 
en out  broadcasting,  Larry  Israel  was 
hired  away  from  Westinghouse  Broad- 
casting. With  Graham's  full  backing, 
Israel  purged  the  entire  staff  at  TV 
station  WTOP.  He  switched  the  com- 
pany's Washington,  D.C.  AM  station 
to  an  all-news  format  and  built  a  new 
antenna  that  expanded  the  TV  sta- 
tion's audience  by  1  million  viewers. 
He  then  went  on  to  buy  TV  stations 
in  Miami  and  Hartford,  Conn,  and  an 
AM  station  in  Cincinnati.  The  Post's 
broadcasting  net  responded:  $1.7  mil- 
lion in  1969;  $5.9  million  in  1973. 

Top  management,  once  split  be- 
tween Washington  and  New  York, 
was  consolidated  in  Washington. 
When  Chairman  Beebe  died,  Israel 
got  the  presidency  as  a  reward  for  his 
broadcasting  job;  Graham  moved  up 
to  chairman. 

At  the  same  time  as  Israel  moved 
into  broadcasting,  top  management 
bore  down  on  Newsweek's  problems. 
Newsweek's  profits  had  slipped  from 
S6.5  million  in  1969  to  $2.7  million 
in  1971.  Newsweek  President  Gibson 
McCabe  and  Publisher  Robert  Camp- 
bell saw  fairly  early  in  the  game  what 


Publishers'  Profits 


Stock 

Data 

Latest 

1973 

1973 

Net 

1974 

12-Month 

Price/ 

Indicated 

Revenues 

Profits 

Profit 

Return 

Price 

Recent 

Earnings 

Earnings 

Annual 

(mil.) 

(mil.) 

Margin 

on  Equity 

Range 

Price 

Per  Share 

Ratio 

Dividend 

Yield 

Dow  Jones  &  Co. 

$180.4 

S23.3 

12.9% 

27.1% 

23 

-19'A 

21% 

$1.57 

14 

$1.00 

4.1- 

Gannett  Co. 

297.4 

28.8 

9.7 

14.8 

38 'A 

-24 'A 

36% 

1.43 

26 

0.36 

1.0 

Knight  Newspapers 

341.9 

22.1 

6.5 

13.7 

37 

-20 

35 

2.12 

17 

0.32 

0.9 

McGraw-Hill 

470.3 

27.7 

5.9 

13.4 

9 

-  6 

8 

1.14 

7 

0.50 

6.3 

New  York  Times 

356.6 

17.6 

4.9 

14.9 

133A 

-10 

11% 

1.64 

7 

0.60 

5.3 

Ridder  Publishing 

166.0 

14.4 

8.7 

11.9 

15% 

-10% 

13 

1.54 

8 

I  I 

Time,  Inc. 

728.3 

49.9 

6.9 

14.6 

41 'A 

-30% 

38'A 

5.00 

8 

2.00 

5.2 

Times  Mirror 

696.0 

54.9 

7.9 

15.2 

17S/8 

-13% 

14 'A 

1.59 

9 

0.40 

2.8 

Washington  Post 

246.9 

13.3 

5.4 

14.9 

24  Ve 

-14% 

21 'A 

2.84 

8 

0.50 

2.3 

30 
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National  Steel.  The  steel  company 
that's  in  the  aluminum  business.  From 
smelting  to  end  products.  And  at  pres- 
ent we're  actively  engaged  in  a  very 
promising  venture  to  ex&act  alumina 
from  an  ore  in  abundant  domestic 
supply.  We're  big  in  electronic  foils 
for  TV  and  computers,  for  example. 
And  foils  for  packaging  and  electric 
power  distribution.We  make  siding  for 
homes.  And  extrusions  for  storm  doors 
and  windows,  ladders,  even  sailboat 
masts.  Aluminum  is  a  valuable  ad- 
dition to  our  profit  picture.  A  steel 
pany  producing  aluminum?  Quite 
fraiikly,  we're  surprised  there  aren't 
more.  Progress  always  has  been  the 
National  interest. 


It's  time  you  heard  more  about  us.  Write  for  a  copy 
of  our  annual  report.  National  Steel  Corporation, 
2800  Grant  Bldg.,  Pittsburgh,  Pa.  15219.  ® 


.ill  magazine  publishers  have  since 
come  to  realize:  With  costs  soaring, 
the  advertiser  could  no  longer  carry 
the  whole  economic  load;  Newsweek 
began  making  its  readers  pay  more.  In 
the  past  year  Newsweek  has  taken 
the  lead  among  the  newsmagazines  in 
increasing  subscription  and  newsstand 
prices.  The  cover  price  is  up  from  50 
cents  to  60  cents;  a  full  year's  sub- 
scription is  up  from  $16  to  $18;  and 
the  crucial  introductory  rate  has 
soared  from  13  cents  to  30  cents  a 
copy.  With  a  better  economy  generat- 
ing more  advertising,  Newsweek  last 
year  produced  $9.1  million  of  the 
company's  $25.7-million  profit. 

Because  of  the  union  situation,  the 
newspaper's  costs  have  been  the 
hardest  to  deal  with;  last  year  The 
Washington  Post  had  an  operating 
profit  of  only  10%.  Clearly  the  printers' 
commitment  to  an  obsolete  technology 
had  taken  its  toll  on  the  paper's  prof- 
it margins.  Katharine  Graham,  speak- 
ing with  a  new  assurance,  says  flat- 
ly: "We've  made  up  our  minds  that 
we  have  to  deal  with  automation  this 
year.  We  have  150  to  200  more  peo- 


ple than  we  need."  Staff  reductions 
would  come  through  attrition. 

The  newspaper's  margins  were  as 
high  as  16%  of  sales  in  1969,  and 
Graham  says  she  is  determined  to  get 
them  back  close  to  that  level.  "It  will 
take  a  little  while,  but  we're  deter- 
mined." It  looked  for  a  while  as 
though  attaining  this  goal  would  be 
impossible  without  another  strike,  but 
recent  settlements  in  the  newspaper 
industry  in  New  York  City,  Pittsburgh 
and  elsewhere  have  softened  the  hard 
line  the  printers'  union  was  taking. 

There  was  one  more  cloud  hang- 
ing over  The  Post.  Shortly  after  the 
1972  elections  the  routine  license  re- 
newals of  The  Post's  two  Florida  tele- 
vision stations  were  challenged  by 
competing  groups.  The  groups  includ- 
ed political  allies  of  the  President. 
Says  Graham,  "We  found  it  rather 
more  than  a  coincidence  that  we  were 
the  only  ones  challenged  when  a 
whole  series  of  licenses  came  up  for 
renewal." 

In  May  of  this  year  members  of  the 
House  Judiciary  Committee  revealed 
that  on  one  of  the  White  House  tapes 


they  had  received,  the  President  as- 
serted that  The  Post  would  have 
"damnable,  damnable  problems"  get- 
ting its  license  renewed.  The  Presi- 
dent is  supposed  to  have  added  that 
"the  game  has  to  be  played  awfully 
rough."  With  this  disclosure,  the  dan- 
ger of  The  Post  losing  its  license  ap- 
pears to  have  receded. 

Nevertheless,  The  Post  Co.  contin- 
ues to  copper  its  bets.  Last  month  it 
announced  the  purchase  (for  $16  mil- 
lion) of  the  Trenton,  N.J.  Times.  With 
a  daily  circulation  of  75,000  and 
103,000  on  Sunday,  The  Trenton 
Times  is  not  a  distinguished  newspa- 
per, but  it  is  profitable  and  it  is  non- 
union. Thus  it  is  more  likely  to  be  a 
source  of  cash  than  of  cachet  for  the 
Graham  empire— a  sign  of  the  new, 
more  business-like  attitude. 

Even  without  the  latest  acquisition, 
The  Post  Co.  is  headed  for  a  record 
year.  With  earnings  up  13%  in  the 
first  quarter  and  running  well  ahead 
of  last  year  in  the  second  quarter,  $3 
a  share  seems  in  the  bag  for  the  full 
year,  safely  ahead  of  last  year's 
record  $2.80.  ■ 


U.S.  Outlet 


Using  a  carefully  crafted  strategy, 

a  Dutch  company  has  built  a  strong  U.S.  foothold 

in  an  industry  dominated  by  giants. 


Foreign  companies  have  often  been 
badly  burned  when  they  tried  to 
break  into  the  U.S.  market.  The  list 
is  long:  Olivetti  with  Underwood, 
James  Slater  with  Franklin  Depart- 
ment Stores  and  Fasco  with  Franklin 
National  Bank.  But  don't  conclude 
that  foreigners  always  get  taken  when 
they  go  American.  Take  Akzona. 

Akzona,  headquartered  in  Ashe- 
ville,  N.C.  and  listed  on  the  New 
York  Stock  Exchange,  is  65%  owned 
by  The  Netherlands'  multibillion-dol- 
lar  Akzo  N.V.  Basically  a  fibers  com- 
pany with  several  sidelines,  Akzona  is 
one  of  the  largest  foreign-controlled 
enterprises  in  the  U.S.*  If  not  a  fab- 
ulous success,  Akzona  is  a  solid  suc- 
cess. Over  the  latest  12  months  it 
earned  $3.27  a  share  and  returned 
over  13%  on  equity,  which  it  should 
considerably  better  for  all  of  1974. 
Last  year's  $704-million  sales  had 
more  than  doubled  in  five  years, 
thanks  to  mergers  and  internal  growth. 

Under  President  Claude  Ramsey, 
Akzona  has  been  expanding  in  a  way 
carefully  designed  to  take  advantage 

"Among  others:  North  American  Philips  and 
Shell  Oil  Co. 


of  its  strengths  and  to  minimize  its 
weaknesses.  "Our  basic  strategy," 
Ramsey  explains,  "is  to  rely  to  a  major 
extent  on  technology  that  is  available 
to  us  from  Europe  so  that  we  can  be 
competitive,  though  small." 

Akzona  is  familiar  to  Americans,  if 
at  all,  through  its  American  Enka 
trademark.  Enka's  fibers  last  year  con- 
tributed 55%  of  Akzona's  sales  and 
80%  of  profits.  "There  is  no  way  on 
God's  green  earth  that  we  can  com- 
pete head-on  in  commodity  fibers 
with  du  Pont  or  the  rest  of  the  fiber 
industry,  so  we  had  to  rely  on  our 
wits,"  says  Ramsey,  who  has  pulled 
out  of  low-profit  markets  like  polyes- 
ter tire  cord  and  instead  gone  after 
specialties.  He  figures:  "About  one- 
fourth  of  our  fiber  sales  are  special- 
ties with  no  more  than  one  competi- 
tor." He  combined  foreign  and  Ameri- 
can technology  and  dollars  to  create 
special  qualities  like  Crepeset  nylon, 
with  a  crepe-like  appearance,  and 
Strialine  polyester,  with  a  linen-like 
appearance. 

But  this  fiber  success  is  only  part 
of  a  grand  plan.  Looking  out  toward 
1979,   Ramsey   hopes   total   company 


sales  will  be  at  least  double,  to  a 
minimum  of  $1.5  billion.  He  sees  his 
chemical  maker,  Armak,  and  his  cop- 
per communication  cable  producer, 
Brand-Rex,  now  running  around  $100 
million  each,  expanding  to  $225  mil- 
lion each.  The  three  remaining  com- 
panies—Armira,  which  markets  leather, 
drugmaker  Organon  and  money-loser 
International  Salt— should  have  com- 
bined sales  of  over  $250  million,  vs. 
a   combined   $113   million   last   year. 

Armira  was  once  the  leather  manu- 
facturing part  of  meatpacker  Armour, 
and  still  accounts  for  10%  of  leather 
industry  sales.  With  this  marketing 
base,  Ramsey  feels  he  will  succeed 
(where  du  Pont  failed)  with  Akzona's 
synthetic  leather,  Xylee. 

Looking  closely  at  the  European 
parent,  Ramsey  sees  other  businesses 
he'd  like  to  enter  if  he  could  find  a 
sensible,  low-risk  way.  A  hospital  sup- 
ply company  would  fit  in  with  his  Or- 
ganon pharmaceutical  operations  (the 
Dutch  company  is  highly  successful 
in  electrical  medical  equipment  like 
its  kidney  dialysis  machine).  So  Ram- 
sey is  looking  for  a  U.S.  acquisition 
that  can  produce  synergy  with  Dutch 
product  lines. 

Obviously,  Ramsey's  Dutch  bosses 
have  high  hopes  for  their  American 
venture.  "We  think,"  says  Ramsey, 
"that  on  this  continent  lie  the  greatesl 
opportunities  over  the  next  15  years, 
without  the  risk  attending  investment 
in  other  parts  of  the  world."  An  the 
doomsayers  listening?  ■ 
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Dow's  Rising  Star 

Dow  Chemical  is  steadily  rising  in  the 

corporate  world.  What's  the  secret  ingredient 

that  keeps  this  huge  company  growing  like  a  small  one? 


Dow  Chemical  is  a  rare  stock  these 
days.  It  has  bucked  the  bear  market. 
Most  big  company  stocks  peaked  in 
1966  or  a  few  years  later.  Dow  early 
this  month  was  selling  at  more  than 
double  its  best  1966  price,  and  within 
a  relatively  few  points  of  its  alltime 
high  which  it  hit  earlier  this  year. 

An  explanation  lies  in  the  figures. 
Dow,  a  Midland,  Mich. -based  pro- 
ducer of  chemicals,  plastics,  pharma- 
ceuticals and  consumer  goods,  is  the 
U.S.'  most  profitable  major  chemical 
company.  A  decade  ago  it  was  only 
No.  Four  in  sales  in  its  industry;  by 
next  year  it  should  be  No.  Two,  just 
behind  du  Pont.  This  year,  on  sales  of 
over  $4.5  billion,  Dow  should  earn  be- 
tween $4.50  and  $5  a  share,  for  a 
return  of  around  30%  on  stockholders' 
equity.  This  will  put  Dow  right  up  in 
the  aristocracy  of  corporate  profit- 
ability with  companies  like  American 
Home  Products  and  McDonald's  and 
Coca-Cola. 


And  last  year,  too,  Dow  was  no 
slouch.  It  earned  a  solid  20.3%  on 
equity. 

Chemicals  is  a  greedy  business.  It 
gulps  vast  amounts  of  capital  and 
huge  amounts  of  petrochemical  feed- 
stocks from  which  its  products  are 
made.  A  shortage  of  these  two  basic 
ingredients  is  holding  back  the  ex- 
pansion of  many  major  chemists.  Not 
so  with  Dow.  It  plans  on  spending 
close  to  a  half-billion  dollars  this  year 
on  plant  and  equipment;  it  will  have 
no  difficulty  financing  it  all  out  of 
cash  flow. 

As  for  petrochemical  feedstocks, 
here,  too,  Dow  is  in  a  comfortable 
position.  Years  ago  Dow  foresaw 
problems  in  obtaining  the  energy  it 
uses  in  tremendous  quantities  to  pow- 
er its  electrolytic  process  for  manu- 
facturing chlorine  and  caustic  soda. 
Today  Dow  generates  about  two- 
thirds  of  its  own  power.  For  fuels  it 
uses  coal  and  natural  gas  and  is  in- 


Lifesaver.  At  least  20  people  died  of  liver  cancer  after  working  in 
plants  making  vinyl  chloride  monomer.  None  of  the  victims  worked  in 
Dow's  VCM  plants,  even  though  Dow  is  the  world's  largest  producer. 
Alert  to  possible  health  menaces,  Dow  made  its  own  tests  13  years  ago, 
showing  that  VCM  was  a  potential  danger.  Dow  then  lowered  concentra- 
tions in  its  plant  air  to  one-tenth  the  officially  recommended  limits. 


stalling  converters  to  switch  from  gas 
to  relatively  plentiful  heavy  fuel  oil, 
if  gas  supplies  are  interrupted.  At  the 
same  time,  it  has  launched  a  major 
power-saving  program.  As  a  result, 
Dow  has  reduced  its  energy  consump- 
tion by  20%  per  pound  of  product  over 
the  past  two  years  and  is  counting  on 
an  additional  7%  saving  this  year. 

The  numbers  tell  the  story,  but  the 
real  explanation  for  Dow's  success  lies 
—as  is  almost  always  the  case  with 
corporate  success— with  good  man- 
agement. In  Dow's  case,  the  manage- 
rial skill  is  evidenced  by  an  excep- 
tional willingness  to  take  sweeping  but 
carefully  thought-out  gambles.  The 
company's  current  head  is  C.B.  (Ben) 
Branch,  the  first  nonmember  of  the 
Dow  family  in  the  top  spot,  a  tower- 
ing man  who  speaks  in  a  resonant 
basso.  "Dow,"  he  told  Forbes,  "en- 
courages well-intentioned  failure. 

"Personally,"  Branch  went  on,  "I've 
lost  more  money  for  Dow  than  any 
man  who  has  ever  worked  here.  But 
they  always  picked  me  up  and  dusted 
me  off  and  sent  me  back  into  the  battle 
and  assured  me  that  my  mistakes 
weren't  going  to  damage  my  future. 
This  attitude  encourages  people  to 
take  risks,  and  it  is  risks  that  lead  to 
progress." 

Dow  took  a  big  risk  plunging  into 
consumer  products  with  Saran  Wrap 
in  1953  and  into  pharmaceuticals  in 
1964  when  it  bought  an  interest  in 
Italy's  Ledoga-Lepetit.  Today  con- 
sumer goods  and  pharmaceuticals  are 
a  $400-million  business. 

Dow's  willingness  to  stick  its  neck 


Dow:  Most  Improved 

Among  the  Big  Four  chemical  companies,  Dow  ranks  only  third  in  revenues,  but 
first  in  growth  and  profitability.  Note  particularly  column  8,  which  suggests 
that  Dow,  spending  more  heavily,  is  challenging  in  sales  leadership  as  well. 

Dow 
Du  Pont 
Monsanto 
Union  Carbide 

Sales 
(millions) 

$3,068 
5,305 
2,648 
3,939 

Percent 
Increase 
over  1968 

86% 

52 

42 

47 

Net  Income    Earnings 
(millions)      Per  Share 

$271          $  2.94 
586           12.04 
238             6.90 
291              4.78 

Percent 

Increase 

over  1968 

95% 
54 
112 
84 

Return  on 
Equity 

20.3% 
18.0 
19.0 
15.0 

Average    Cap.  Spending 
Return  on    as  Percent  of        1969-1974 
Equity          Revenues              Range 

14.9%          16%         70      -19V2 
15.0             12          2031/2-921/2 
10.3              10             753A-273/4 
10.9             10             52      -291/4 

ice          -^ 

Recent 

67 

167 

65 

403/4 
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It  takes  a  level  head 

and  a  loving  heart  to  be 

a  Delta  professional* 


When  you're  behind  an  air- 
port ticket  counter,  you  have 
to  know  your  job.  Fares,  routes, 
connections,  baggage,  how 
to  use  a  CRT  computer  and 
automatic  ticket  printer.  And 
you  have  to  work  fast  to  pre- 
vent long  lines,  short  tempers. 
But  a  Delta  professional  is 
much  more  than  a  ticket 
seller.  To  her,  each  ticket  is  a 


different  person.  A  man 
caught  in  a  traffic  jam  who 
has  five  minutes  to  make  his 
plane.  A  grandmother  on  her 
first  flight.  A  teenager  count- 
ing out  his  change  for  a 
trip  home. 

And  when  it  comes  to 
people,  the  Delta  profes- 
sionals couldn't  care  more. 
^DELTA 

The  airline  run  by  professionals 


<**;■       **"*~' 


Customer  Services  Agent  Mimi  Cole. 


Another  Delta  Air  Lines  professional. 


Delta  is  ready  when  you  are. 


out  is  evident  in  its  bold  borrowing 
policy.  Years  ago  the  cautious  pre- 
dicted trouble  for  Dow  because  it  had 
the  highest  debt-to-equity  ratio  in  the 
business.  It  still  has  the  highest  ratio 
(50%),  but  the  policy  has  been  paid 
off  handsomely.  The  plants  built  on 
borrowed  money  are  throwing  off  so 
much  money  that  Dow's  cash  flow 
in  1974  will  be  at  least  $700  million 
—enough  to  pay  for  all  this  year's 
huge  capital  spending  with  enough 
to  spare  to  make  a  good-sized  dent 
in  its  debt-to-equity  ratio.  None  of 
this  has  been  at  the  expense  of  liquid- 
ity. Dow  ended  1973  with  cash  hold- 
ings of  $318  million.  Moreover,  it  has 
very  little  expensive  short-term  debt. 
"We  inventoried  money,"  says  Finan- 
cial Vice  President  Paul  F.  Oreffice, 
referring  to  Dow's  sales  of  $100  mil- 
lion in  30-year  debentures  in  both 
1972  and  1973  at  interest  rates  of 
74/io%  and  7%%. 

Energy  Hunt 

Some  of  Dow's  biggest  spending  is 
for  lining  up  present  and  future  sup- 
plies of  energy.  Dow  negotiated  the 
purchase  of  Wanda  Petroleum,  a  pur- 
chaser and  distributor  of  natural  gas 
liquids,  from  Ashland  Oil  in  1972.  In 
1971  Branch  bought  an  interest  in  the 
Oasis  Pipeline,  which  carries  natural 
gas  from  the  West  Texas  area  to  Hous- 
ton. He  has  invested  in  an  oil  ex- 
ploration program.  Dow's  Dutch  pe- 
trochemical complex  not  only  supplies 
its  own  critically  short  benzene  feed- 
stock, but  ships  a  surplus  to  the  U.S. 

Typical  of  Dow's  managerial  in- 
genuity is  its  approach  to  its  benzene. 
Dow  won't  always  be  shipping  ben- 
zene from  Europe  to  the  U.S.,  so 
Branch  is  already  hard  at  work  on 
other  deals  to  insure  a  dependable 
supply  of  the  hard-to-get  chemical. 

Dow  is  also  planning  a  $250-niil- 
lion,  200,000-barrel-a-day  chemical 
refinery  on  the  Gulf  Coast.  Dow  wfll 
use  everything  the  refinery  produces, 
not  just  the  feedstocks  Obtaining 
crude  oil  for  the  new  venture  is.  ol 
course,  a  problem,  but  Hen  Branch  is 
already  working  on  it.  His  proposed 
deal  with  Saudi  Arabia  may  provide 

the  answer,  11  the  Saudis  huv  Dow's 
oiler  lor  a  $400-million  joint  venture 
in  manufacturing  petrochemicals  in 
Saudi  Arabia,  Branch  hopes  to  gel  a 
long-term  supply  ol  crude  as  pari  oi 

the  deal. 

"We  must  control  our  own  destiny, 
sa\s    Branch.    "We    can't    he   caught 
without  feedstocks." 

And  that,  il   \vc  can  squeeze   I  )o\\  s 

!    into  a  single  phrase,   is  the  kei 

to  the  company's  extraordinary  record 

ll   has  not  drifted  with  the  winds,  hul 

has  always  tried  i<>  control  its  own 
destiny.  ■ 
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Medicine  Man 


Troubled  times  breed  medicine  men. 
Such  men  follow  a  classic  pattern. 
First,  they  scare  the  pants  off  you. 
Then  they  offer  you  salvation  from 
those  very  fears.  Such  a  prophet,  in 
a  minor  way,  is  Harry  Browne,  a 
strapping,  outgoing  man  of  41  with  a 
beard  and  a  great  line  of  blarney. 

These  are  scary  times.  Even  the 
wisest  of  men  admit  they  haven't 
much  of  a  clue  as  to  what  will  hap- 
pen next.  But  Harry  Browne  knows,  or 
says  he  knows:  The  world  as  we  know 
it  is  going  to  hell.  Salvation  lies  only 
in  gold  and  silver  and  Swiss  banks,  and 
Harry  is  their  prophet.  Prosperity  has 
a  way  of  creating  feelings  of  insecurity 
in  those  not  accustomed  to  it.  To  such 
people  Browne's  message  has  enor- 
mous appeal.  His  latest  book,  essential- 
ly a  rehash  of  two  earlier  books,  has 
been  on  The  New  York  Times  best- 
seller list  for  five  months,  where  it  re- 
cently ranked  No.  Three.  In  Browne's 
pocket  is  a  contract  worth  $300,000, 
covering  his  share  of  $700,000  in  pa- 
perback rights  to  the  same  book. 

Sell  your  stocks,  your  real  estate, 
empty  your  bank  account,  Browne 
preaches.  Liquidate  your  worldly 
goods  and  offer  them,  not  to  God,  but 
to  that  Rock  of  Ages,  the  Swiss  bank. 
The  bank  will  buy  for  you  Swiss 
francs,  gold  coins  and  silver  bullion, 
especially  silver.  No  gold  bullion? 
Harry's  too  smart  for  that.  He  knows 
it  is  illegal  for  Americans  to  own  gold 
bullion.  This  prophet  wants  to  stay 
out  of  trouble  with  the  law. 

A  small  problem.  Silver  is  way  down 
from  its  high.  So  is  gold.  Some,  of 
Harry's  latest  converts  have  taken 
quite  a  bath.  Never  mind,  says  Harry. 
The  setback  is  only  temporary.  Gold 
could  easily  quadruple  to  $550  an 
ounce  in  a  few  years.  And  silver!  It 
could  be  $15  an  ounce  or  even  $20 
—up  by  400%  or   500%   even   sooner. 

Browne's  ability  as  a  performer,  as 
an  entertainer,  comes  naturally.  His 
father,  Bradford  Browne,  was  a  pio- 
neer announcer  for  the  Columbia 
Broadcasting  System  in  the  Twenties 
and  Thirties.  Browne  is  almost  cer- 
tainly sincere  in  his  extreme  save- 
yourself-whUe-you-can  views.  But  his 
knowledge  of  business,  of  history,  of 
economics  is  strictly  limited.  After 
dropping  out  of  a  California  junior 
college  in  the  Fifties,  Harry  became 
a  paid  organizer  for  the  John  Birch 
Society.   He  moved  on  to  editing   a 


fringe  magazine  for  the  Liberty 
Amendment  Committee,  a  group  that 
advocates  repeal  of  the  income  tax. 

Only  a  psychologist  could  explain 
why  people  with  an  affinity  for  right- 
wing  causes  are  often  so  emotional 
about  gold,  but  it  is  an  observable 
fact.  It  helps  explain  why  Harry 
Browne  could  move  so  easily  from 
John  Birch  to  the  Golden  Calf. 

Next  he  tried  his  hand,  not  very 
successfully,  at  a  syndicated  news- 
paper column  on  the  wickedness  and 
perfidy  of  big  government. 

Prophets  have  their  moments  of 
revelation,  and  Browne's  apparently 
came  in  1967  when  he  heard  a  man 
named  Jerome  F.  Smith,  a  former 
purchasing  agent,  lecture  on  the  mer- 
its of  investing  in  silver.  Smith's  mo- 
tives were  clear  enough.  He  owned  a 
California  outfit  impressively  named 
Economic  Research  Counsellors, 
which  encouraged  investors  to  take 
margined  positions  in  silver.  Browne 
ended  up  on  the  Smith  payroll, 
preaching  the  silver  gospel. 

The  U.S.  Government  had  stopped 
selling  silver  at  $1.29  an  ounce  in 
1967.  The  price  would  go  through 
the  roof,  Smith  and  Browne  preached. 
So,  sign  a  contract  with  ERC.  They 
would  put  your  money  in  a  Swiss 
bank.  The  bank  would  buy  silver  bul- 
lion, silver  and  gold  coins  and  Swiss 
francs.  On  a  mere  10%  margin,  they 
would  arrange  a  loan  for  the  rest. 

Many  of  Smith's  customers  took  a 
terrible  bath  in  1968  when  the  U.S. 
9  resumed  selling  silver,  which  broke 
from  $2.58  an  ounce  all  the  way 
down  to  $1.13.  California  and  federal 
regulators  subsequently  drove  the 
Smith  firm  out  of  the  U.S.,  and  Harry 
Browne  was  flat  on  his  back:  Believ- 
ing his  own  blarney,  he  had  bought 
silver  himself  on  margin  and  ended 
up  $15,000  in  debt. 

Gathering  his  lecture  notes, 
Browne  proceeded  to  write  a  book, 
How  You  Can  Profit  from  the  Coming 
Devaluation.  Published  in  1970,  the 
book  seems  tailor-made  for  those  who 
want  easy,  clear-cut  answers  to  diffi- 
cult, unanswerable  questions.  Short, 
punchy  paragraphs.  No  hedging.  Full 
of  phrases  like:  "And  you  can  use  the 
coming  events  as  the  springboard  for 
your  new  fortune— or  at  least  make 
sure  you  are  not  hurt  by  them."  Then 
followed  the  familiar  gospel:  silver, 
gold  coin  and  Swiss  francs.  The  pub- 
lisher was  Arlington  House,  a  smallish 
New  Rochelle,  N.Y.  outfit  that  spe- 
cializes in  right-wing  books.  "The 
book  wasn't  doing  well  until  Harry  ap- 


Author  Browne 


peared  on  a  Miami  radio  talk  show 
one  night,"  says  Neil  McCaffrey,  presi- 
dent of  Arlington  House.  "Our  switch- 
board lit  up  the  next  day  with  orders." 
Browne  embarked  on  a  national  radio- 
TV  tour,  and  the  book  was  into  the 
big  money.  Even  Browne  was  sur- 
prised. He  was  even  more  surprised, 
he  admits,  when  President  Nixon  did 
indeed  devalue  the  dollar  a  year  later. 

Broke  no  more,  thanks  to  royalties 
from  the  book,  Browne  decamped 
from  California  and  moved  north  to 
British  Columbia,  buying  a  big  house 
in  West  Vancouver  and  a  retreat  in 
the  northern  wilds  of  the  province. 
Browne  wrote  a  second  book,  more 
philosophical  (and  much  less  success- 
ful): How  I  Founo  Freedom  in  an 
Unfree  World.  Then,  essentially  re- 
writing and  combining  the  first  two, 
he  produced  the  current  bestseller: 
You  Can  Profit  from  a  Monetary 
Crisis,  published  by  Macmillan.  His 
editor  at  Macmillan  was  Eleanor 
Friede,  the  editor  who  handled  Rich- 
ard Bach's  runaway  success,  Jonathan 
Livingston  Seagull.  Whatever  Macmil- 
lan may  have  thought  about  Browne's 
economics  and  originality,  it  loved 
his  ability  to  sell  books.  "Harry,"  says 
Friede,  "made  a  very  fine  television 
personality." 

With      Macmillan      behind      him, 


FORBES,  JULY   15,    1974 


39 


The  Money  Men 


Browne  has  pulled  out  all  the  stops 
in  promoting  himself  and  his  book. 
For  better  or  worse,  Browne  has  been 
allowed  to  spread  his  gospel— and 
tout  his  book— on  such  programs  as 
the  David  Susskind  and  Merv  Griffin 
shows.  He  even  cracked  educational 
TV  on  a  Wall  Street  talk  show  hosted 
by  Louis  Rukeyser.  As  many  as  50 
million  people  may  have  seen  Browne 
on  TV.  He  may  not  be  an  economist, 
but  he  probably  has  reached  more 
people  than  any  economist  in  history 
—not  excepting  Adam  Smith  and  John 
Maynard  Keynes.  (His  only  rival  for 
exposure  might  be  Harvard's  John 
Kenneth  Galbraith. ) 

Taking  Care  of  His  Friends 

Having  told  you  what  to  do,  does 
Browne  tell  you  how  to  go  about  it? 
In  Devaluation,  there  is  a  question- 
and-answer  section.  To  the  question 
"Who  can  help  me?"  Browne  provides 
this  carefully  hedged  answer: 

"Professional  counsel  in  this  field 
is  hard  to  find.  If  you  like,  you  can 
contact  the  people  with  whom  I  do 
business  and  then  decide  if  you  want 
to  utilize  their  services."  There  is  sim- 
ilar information  in  the  latest  book. 

And    who    are    Browne's    business 


friends? 

Economic  Research  Counsellors  is 
run  by  Browne's  old  associate,  Jerome 
F.  Smith.  Departed  from  California, 
the  company  now  does  business  in 
West  Vancouver,  B.C.  When  a 
Forbes  reporter  visited  ERC  in  Van- 
couver, he  observed  a  battery  of  sales- 
men talking  by  telephone  to  silver 
clients  in  the  U.S.  ERC  insists  that 
Browne  has  no  interest  in  the  outfit. 
Browne  says  the  same,  but  admits 
he  steers  many  clients  to  ERC,  adding 
that  he  and  Smith  are  just  close 
friends  and  poker  buddies.  But  the 
British  Columbia  government  is  not 
entirely  convinced.  Its  securities  com- 
mission is  looking  into  ERC  and  into 
the  possibility  of  direct  links  be- 
tween it  and  Browne. 

Among  the  banks  Browne  recom- 
mends are  two  connected  with  New 
York's  Deak  &  Co.,  the  worldwide 
foreign  exchange  and  coins  company. 
One  of  these  banks  is  located  in  Zur- 
ich, the  other  in  Vienna.  Browne  also 
mentions  other  banks,  but  his  descrip- 
tion of  the  Deak  banks  seems  some- 
how more  enticing  than  the  others. 
ERC  provides  a  lot  of  investment 
business,  says  Deak  Vice  President 
Otto  E.  Roethenmund,  and  it  collects 


a  1%  finder's  fee  per  contract.  But 
Roethenmund  insists  there  is  no  con- 
tract with  Deak. 

For  silver  coins,  Browne  lists  the 
Pacific  Coast  Coin  Exchange  of  Long 
Beach,  where  he  once  worked  as  mar- 
keting director.  Several  states  have 
c  moved  recently  to  suspend  PCCE's 
operations,  charging  it  offered  ille- 
gal investment  contracts. 

One  thing  is  certain:  Just  about 
anybody  who  bought  silver  on  margin 
this  year,  whether  through  ERC  or 
simply  as  a  result  of  reading  Browne's 
latest  book,  is  deep  in  the  red  right 
now.  Gold  is  down  24%  from  its  Feb- 
ruary high,  silver  is  down  30%.  Asked 
about  this,  Browne  simply  shrugs:  "I 
feel  that  the  decline  is  temporary  and 
totally  expected.  Silver  will  continue 
to  go  up.  It's  just  a  matter  of  an  over- 
whelming shortage."  Browne  is  almost 
alone  in  thinking  this.  Francis  H. 
Wemple,  vice  president  and  treasurer 
of  the  silver  firm  Handy  &  Harman, 
says  that  today's  silver  market  prices 
are  determined  by  silver  speculators. 

One  thing  about  Harry  Browne.  He 
may  not  always  be  right.  But  he's  al- 
ways certain.  That,  we  guess,  is  what 
it  takes  to  be  a  prophet.  That,  and  a 
beard  and  a  gift  of  blarney.   ■ 


Tension— And  Release 


First  Harry  Browne  arouses  his  read- 
ers. Here  are  some  samples  from  his 
latest  book: 

".  .  .  runaway  inflation  is  now  a  75% 
probability." 

".  .  .  real  estate  is  probably  one  of 
the  poorest  prospects  for  the  future." 

".  .  .  art  isn't  equal  to  its  reputation 
as  a  good  investment." 

".  .  .  safety,  however,  won't  be 
found  in  the  stock  market." 

".  .  .  you  maybe  have  to  walk  away 


from  [your  home]  during  the  violence 
and  chaos  following  an  unresolved 
runaway  inflation." 

".  .  .  diamonds  can't  be  expected  to 
hold  their  value  during  a  worldwide 
depression  or  a  runaway  inflation." 

"I  wouldn't  want  to  be  dependent 
upon  Social  Security." 

"...  I  have  no  faith  that  the  banks 
are  any  safer  now  than  they  were  in 
the  1930s." 

Then  he  satisfies  them: 


"The  Swiss  franc  is  the  elite  cur- 
rency of  the  world." 

"...  it  wouldn't  shock  me  if  [gold] 
reached  $1,000  per  ounce  in  five  years 
—even  without  runaway  inflation." 

"For  an  investor  endowed  with  a 
little  patience  and  conviction,  the  pay- 
off [from  silver]  may  be  even  greater 
than  with  gold  .  .  .  $10  to  $15  an 
ounce  by  1978." 

"U.S.  silver  coins:  $3,000  per  ba- 
by the  end  of  1974,  $12,000  by  1978." 


Investors  paid  up  to  $40  a  ticket  to  hear  Harry  Browne  at  Carnegie  Hall. 
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Lean  &  Fast 

How  Hoover  Ball  &  Bearing 
manages  to  do  well 
even  when  pickings  in 
its  industry  are  slim. 

"We've  been  through  a  period  here 
that  is  damn  near  unbelievable," 
moans  John  Daly,  51,  president  and 
chief  executive  of  auto  parts  supplier 
Hoover  Ball  &  Bearing.  "Automotive 
profit  is  a  function  of  volume,  and  at 
times  this  year  our  automotive  busi- 
ness was  off  as  much  as  40%." 

That's  a  rough  situation.  How  many 
companies  in  these  days  of  high  fixed 
costs  can  break  even— let  alone  show 
a  profit— with  volume  so  decimated? 

Nevertheless,  in  the  quarter  ended 
Apr.  30,  Hoover's  net  was  off  only 
13%.  For  the  full  year  ended  in  July, 
says  President  Daly,  "Our  earnings  will 
not  fall  below  $3  a  share."  This  is 
impressive  indeed.  It  would  represent 
a  return  of  18%  on  stockholders'  equi- 
ty, down  not  much  more  than  15% 
from  fiscal  1973  earnings,  which  were 
achieved  in  an  auto  boom  year. 

How  do  you  cut  costs  fast  enough 
to  keep  earnings  up  when  volume  is 
dropping  rapidly?  The  answer  is,  you 
need  low  overhead  and  fast  reaction 
time.  Hoover  has  both. 

"We  don't  have  General  Motors' 
horrendous  overhead,"  Daly  says;  "we 
don't  even  build  a  plant  the  way  they 
do.  They'll  spend  $1  million  on  a 
machine,  we'll  spend  $800,000." 

Daly  has  a  theory  about  that  dif- 
ference. "GM  has  a  substantial  cash 
flow  that  they  have  to  do  something 
with.  They  can't  pay  it  all  out  in  divi- 
dends. They  can't  acquire  anything. 
So  they  put  it  back  into  the  business." 
And,  he  clearly  thinks,  into  a  lot  of 
goldplating. 

The  quiet,  onetime  engineer  makes 
a  fetish  of  low  overhead.  He  runs 
the  whole  company  with  a  central 
office  staff  ^  of  just  24  ( and  shares  a 
secretary)..  When  the  slump  hit  De- 
troit, he  was  quick  to  lay  off  workers 
and  cut  management  compensation 
by  nearly  $1  million. 

Also,  over  the  years,  Daly  has  been 
pushing  Hoover's  diversification  into 
such  relatively  stable  fields  as  furni- 
ture, plumbing  and  industrial  compo- 
nents. These,  lines  have  held  up  well 
so  far  this  year.  "We  have  been  most 
successful  in  acquiring  companies  that 
have  been  in  trouble,  especially  in- 
dividual proprietorships,  where  we 
provided  liquidity  for  the  owner  and 
he  got  out." 

How  does  the  market  reward  John 
Daly?  With  a  price/ earnings  ratio  of 
5,  compared  with  8  for  GM. 


To  end  the  day 

or  to  start  the  evening. 

To  share  with  friends 

at  a  party  or 

with  a  friend,  alone. 

The  joy  of  Scotland. 

Distilled  and  brought  to 

perfection  in  every  bottle 

of  J  &  B  Rare  Scotch. 


RARE 
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Introducing 
The  Young  Professional.™ 

You  and  I  may  struggle  through  life 
making  ends  meet. 

Not  this  guy. 

He  wasn't  bom  with  a  silver  spoon  in 
his  mouth. 

He  earned  his. 

The  hard  way. 

By  battering  his  way  through  long,  lean, 
tough  years  of  graduate  school. 

To  become  a  Doctor. 

Lawyer. 

Engineer. 

Or  MBA. 

A  Young  Professional. 

He'll  Make  And  Spend  At  Least 
$1000,000  In  His  Lifetime. 

His  sheepskin  makes  him  the  hottest 
target  in  the  market. 

His  income  goes  from  $0  to  $20,000 
Dvemight. 

And  keeps  accelerating. 

So  he  starts  spending. 

Spending  to  take  on  the  trappings  of 
lis  profession. 

(You  can't  wear  jeans  on  Wall  Street.) 

Spending  to  "catch-up." 

(2  weeks  of  Caribbean  Sun  make  up  for 
lots  of  nights  spent  "cramming.") 

And  he  keeps  on  spending. 

Because  he  knows  one  thing  for  sure: 

Doctors  Don't  Stand 
In  Unemployment  Lines. 

His  profession  makes  his  income 
damned  near  recession  proof. 

(He'll  work  when  others  don't.) 

And  inflation  proof. 

(As  "The  Cost  of  Living"  goes,  so  goes 
he  cost  of  his  services.) 

That's  why  he  spends  the  way  he  does. 

He  Doesn't  Drink  Scotch. 
He  Drinks  "Chivas." 

Compare  him  to  "Mr.  Average." 
He  not  only  buys  more.' 
He  buys  the  best. 
Examples? 

6  times  more  Chivas  Regal. 

7  times  more  Johnny  Walker. 
11  times  more  Jack  Daniels. 
13  times  more  Tanqueray. 

4  times  more  American  and  Imported 
wines. 

And  5  times  more  imported  beer. 


Stocks,  Bonds,  Insurance, 
Mercedes,  Marantz  And  Things. 

He'll  own  4  times  as  many  stock 
portfolios  over  $10,000. 

12  times  more  life  insurance  policies 
over  $50,000. 

3  times  more  new  cars. 

3  times  more  foreign  cars. 

6  times  more  sailboats. 

And  enough  "heavy  duty"  hi-fi,  stereo, 
cameras  and  color  TV's  to  stock  a  store. 

He'll  Get  The  Chance 
To  Break  His  Leg  At  St  Moritz. 

He'll  travel. 
And  travel  more. 
More  for  business. 
And  more  for  pleasure. 
Take  5  times  more  foreign  trips. 
8  times  more  domestic  plane  trips. 
Buy  4  times  more  travellers  checks 
over  $200. 

And  rent  8  times  as  many  cars. 

He  Doesn't  Just  Buy  Expensive  Clothes. 
He  Builds  Expensive  Wardrobes. 

He'll  "Pucci"  his  wife. 
"Gucci"  his  feet. 

And  have  a  separate  wardrobe  for  each 
part  of  his  life-style. 
Ski  clothes. 
Golf  clothes. 
"Black  Tie." 
You  name  it. 
It's  hanging  in  his  closet. 

To  Sell  Him  You  Have  To  Know 
What  Makes  Him  Tick. 

Yes,  he  knows  about  Watergate. 

Yes,  he  cares  about  the  grinding  social 
questions  we're  facing. 

But  they  don't  pay  the  bills. 

On  top  of  his  list  is  one  thing: 
_  His  professional  career. 

It  got  him  where  he  is. 

It  will  get  him  where  he's  going: 

To  the  affluence,  status,  prestige,  power 
and  influence  to  really  be  able  to  do 
something  about  the  things  most  people 
just  talk  about. 

Talk  to  him  in  that  context. 

And  you've  got  more  than  a  listener. 

You've  got  a  customer. 

We  Reach  Over  Hah* 

Of  All  Young  Professionals. 

And  Nobody  Else. 

We  reach  him. 

And  he  listens. 

Because  his  professional  career  is  what 
we're  all  about. 

We're  The  Young  Professional  Group. 

We  publish  4  magazines  1 1  times  each 
year: 

Medical  Dimensions,  for  young  doctors. 

Juris  Doctor,  for  young  lawyers. 

New  Engineer,  for  young  engineers. 

And  MBA,  for  young  executives. 


Our  editorial  is  unique. 

It's  divided  into  two  parts: 

His  professional  career. 

And  his  professional  lifestyle. 

It's  the  major  reason  why  we  are 
the  only  medium  that  reaches  over  half 
of  all  doctors,  lawyers,  engineers  and 
MBA's  25  to  34. 

(And  we  do  that  with  just  one  insertion.) 

Our  circulation  base  is  all  young 
professionals. 

And  nobody  else. 

100% 

No  fat. 

All  focus. 

One  Page  In  Playboy. 
Or  8  Pages  In  Us? 

So  much  for  raw  Reach. 

Now  let's  talk  Frequency. 

And  Efficiency. 

For  $42,950  you  can  buy  one  page  in 
Playboy. 

And  reach  less  than  half  of  The  Young 
Professional  Market. 

For  $43,648  we'll  sell  you  a  full  color 
page  in  8  issues  of  all  four  magazines. 

That's  not  only  Reach. 

It's  Frequency. 

Efficiency. 

And  Good  Common  Sense. 

If  that's  what  you  want,  talk  to  your 
Media  Director. 

Or  call  Bill  O'Brien  at  The  Young 
Professional  Group,  555  Madison  Avenue, 
New  York  City  10022  (212)  758-5300. 

He'll  make  one  thing  clear: 

We're  the  medium  where  every  reader 
is  a  $l,000,00CUmarket.  All  by  himself. 


The  Young 
Professional  Group. 
Every  Reader  is  a 
$1,000,000  Market 


.  W  R  Simmons  &  Associates  Research.  Inc.  1972  Subscriber  Survey. 


GE  Service  is  •• 

going  anywhere  in  the  world  (if  we're  not  there  already) 


When  this  ocean-going  power  plant  was  launched  recently 
at  Bath,  Maine,  GE  service  engineers  were  on  hand  to 
speed  it  on  its  way.  And  other  GE  service  specialists  were 
ready  at  Araty  Bay,  Brazi  I ,  to  assu  re  a  smoother  start-u  p  of  the 
GE  131 -megawatt  gas  turbines  and  to  integrate  them 
into  the  customer's  system. 

That's  typical  of  GE  Service  worldwide.  Repairing  and 
maintaining  locomotives,  drives  and  controls  for  industry 
in  South  Africa.  Training  operators  for  a  GE  nuclear  power 
plant  in  Japan.  Keeping  GE  electric  wheels  that  power 
giant  mining  trucks  on  the  move  around  the  world. 


GE  Service  is  ...  a  7500-member  team  of  specialis 
in  installation,  maintenance,  training,  and  repair.  Throug 
out  the  U.S.,  Canada  and  around  the  world,  over  2! 
service  shops  and  offices  are  nearby.  Ready  to_bring  th 
full  service  capability  to  you  .  .  .  anytime 
.  .  .  anywhere. 

For  the  facts,  contact  your  nearby  GE 
service  or  sales  office.  Or  write  to  "GE 
Service,"  P.O.  Box  7500,  Schenectady 
NY.  12345. 

525-07 
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How  Venezuela  Spends  Its  Oil  Riches 


Here  is  Venezuela,  our  friend  and  neighbor,  outdoing  the  Arabs 

in  raising  oil  prices  and  nationalizing  U.S.  property. 

"If  you  were  us,  you  would  do  the  same/' 

says  one  of  the  country's  top  planners— and  well  we  might. 


In  terms  of  oil,  Venezuela  is  no 
Saudi  Arabia,  Kuwait,  Abu  Dhabi  or 
Iran.  Its  oil  revenues  this  year  will  be 
around  $11  billion,  perhaps  one-third 
of  Saudi  Arabia's.  But  in  one  im- 
portant sense,  Venezuela  is  unique 
among  the  oil-rich  nations  of  the 
world.  It  is  the  only  one  with  the 
economic  development  and  the  so- 
phistication needed  to  absorb  its 
swollen  oil  wealth. 

The  world  is  watching  Venezuela. 
As  it  goes  today,  so  tomorrow  may 
the  Middle  East's  oil  producers. 

Oil  revenues  this  year  will  amount 
to  about  $1,000  for  every  Venezuelan 
man,  woman  and  child.  To  give  a 
rough  idea  of  how  much  money  this 
is:  If  the  U.S.  Government  had  equiv- 
alent per-capita  oil  revenues,  it  could 
run  the  current  federal  budget  with- 
out having  to  collect  a  single  penny 
in  personal  or  corporate  income  taxes 
—and  still  end  up  with  a  surplus! 

You  see  the  results  quickly  in  Cara- 
cas. It  is  a  city  of  2  million  people, 
whose  striking  modern  architecture, 
elegant  shops  and  meticulously 
groomed  parks  make  New  York  look 
shabby.  Along  Sabana  Grande,  count- 
less jewelry  stores  display  gold  and 
emerald  necklaces,  with  prices  start- 
ing at  $7,000.  Posh  boutiques  brim 
with  high-priced  French  and  Italian 
clothing.  Many  of  the  taxicabs  are 
$10,000  air-conditioned  1973  U.S. 
sedans  with  portable  Sony  television 
sets  on  the  dashboard.  Mercedes-Benz 
limousines  jockey  for  another  inch  of 

Neumann  of  Montana  Group 


•On  A  Clear  Day  you  can  see  it  from 
almost  any  street  in  Caracas:  A  small 
skyscraper  perched  right  at  the  top  of 
7,052-foot  Mount  Avila,  tallest  of 
the  green,  knife-edged  peaks  that  sur- 
round the  Venezuelan  capital. 

It  is  a  hotel,  built  about  15  years 
ago  by  former  dictator  General  Mar- 
cos Perez  Jimenez.  A  handsome  14- 
story  glass  structure  with  an  indoor 
ice-skating  ring  and  an  indoor,  heated 
swimming  pool,  it  is  accessible  only 
by  German-built  cable  car  from  the 
Valley  of  Caracas  or  from  the  beaches 
of  the  Caribbean  on  the  other  side 
of  the  mountain. 

There  are  no  guests  at  the  Shera- 
ton-Humboldt.  And  no  wonder.  Every 
day  it  vanishes  for  hours  at  a  time  be- 
hind thick  gray  clouds  that  chill  the 
body  and  obscure  the  view.  For  the 
same  price,  tourists  prefer  the  sea- 
shore. Businessmen  prefer  downtown. 

It  stands  in  mute  testimony  to  the 
old  dictatorship's  shocking  waste  of 
Venezuela's  fabulous  oil  riches:  the 
kind  of  waste  Venezuelans  will  no 
longer  tolerate. 


autopista  with  new  Yamaha  and  Su- 
zuki motorcycles  during  the  four  daily 
rush  hours  (Venezuelans  take  a  three- 
hour  noon  siesta ) .  The  city  is  packed 
with  office  buildings  and  elegant 
high-rise  apartments  that  have  lined 
the  pockets  of  Venezuela's  new 
super-rich:  the  real  estate  speculators. 

In  last  December's  elections,  with 
the  incumbent  Copei  party  of  Rafael 
Caldera  flirting  with  the  Socialists,  the 
business  community  threw  its  support 
behind  Romulo  Betancourt's  old  (and 
more  moderate)  party:  Accion  De- 
mocratica.  So  did  the  average  Ven- 
ezuelan, who  wanted  a  larger  (capi- 
talist) piece  of  this  new  oil  money. 
The  result  was  a  landslide  victory  for 
AD's  Carlos  Andres  Perez. 

But  the  merchants  of  Sabana  Gran- 
de were  in  for  the  surprise  of  their 
lives  if  they  expected  another  free- 
spending,  laissez-faire  regime.  For 
five  long  years  Carlos  Andres  Perez 
("CAP"  to  Venezuelans)  had  been 
studying  his  country's  economy— with 
the  rose-colored  glasses  off. 

It  is  not  a  pretty  picture.  Behind 
the  glitter  of  Caracas  there  is  wide- 
spread poverty  and  a  tale  of  billions 
of  dollars  wasted  over  several  dec- 
ades. Oil  wealth  is  nothing  new  in 
Venezuela.  For  60  years  riches  from 
the  floor  of  Lake  Maracaibo  have 
poured  into  the  national  treasury  in 
Caracas.  But  there  is  little  solid  eco- 
nomic development  to  show  for  it. 

Even  today  17%  of  the  population 
is  unemployed  or  seriously  underem- 
ployed—a   political    time    bomb    and 

Dolph  of  Creole  Petroleum 
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How  to  get  more 

mileage  out  of  your 

Xerox  duplicator. 


That  Xerox  duplicator  parked  in  your  office  can 
be  run  more  efficiently.  If  you  run  it  like  two 
machines,  instead  of  one. 

Run  it  as  a  duplicator.  It  can  give  you  fifty  or  a 
hundred  copies  quickly  and  economically. 

Run  it  as  a  copier.  It  can  give  you  one  or  two 
copies  in  seconds. 

With  optional  equipment  it  can  automatically 
collate  copies  into  ready-to-distribute  sets. 
At  the  push  of  a  button. 

Xerox  duplicators  come  in  several  popular 
models.  (The  new  7700  shown  even  reduces  computer 
printout  down  to  a  handy  8V2  x  11.  Automatically.) 

Each  can  give  you  all  the  benefits  of  big 
machine  performance  along  with  all  the  economy 
and  convenience  of  a  compact. 

And,  of  course,  they  all  run  on  regular  paper. 

XEROX 


XEROX®  and  7700  are  trademarks  of  XEROX  CORPORATION 
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Maracaibo  is  still  "the  world's  busiest  lake."  And  the  richest. 


—a  situation  that  Americans  and  most 
West  Europeans  would  not  tolerate. 
The  middle  class,  that  invaluable 
consumer  market,  is  still  tiny— even 
by  South  American  standards.  The 
agricultural  sector,  neglected  despite- 
years  of  "land  reform"  that  parceled 
it  out  to  the  untutored  campesinos, 
remains  primitive  and  inefficient.  Its 
industrial  base,  also  neglected  de- 
spite years  of  token  "import  sub- 
stitution," is  minuscule.  Coddled  for 
decades  with  all  sorts  of  protective 
tariffs,  tax  incentives  and  cheap  fi- 
nancing, its  factories  are  running  at 
just  45%  of  capacity— priced  out  of  all 
but  the  small  domestic  market.  Its  la- 
bor force,  protected  by  fat  minimum- 
wage  laws  and  by  immigration  bar- 
riers against  skilled  labor,  is  the  cost- 
liest force  in  Latin  America. 

Without  the  income  from  oil,  the 
Venezuelan    economy    would    shrivel 

A  Mixed  Blessing   == 

For  some  U.S.  companies,  Venezue- 
la could  be  an  attractive  market  to- 
day in  spite  of  the  recent  wave  of 
takeovers:  Venezuela  is  now  part  of 
the  60-million  population  Andean 
Common  Market  (Chile,  Peru,  Bo- 
livia, Ecuador  and  Colombia).  Tar- 
iffs have  already  been  cut  in  half; 
in  five  more  years  there  will  be  none 
to  slow  trade  among  the  six  countries. 

Under  the  terms  of  the  five-year-old 
Andean  Pact,  new  industries  will  be 
allocated  exclusively  to  various  mem- 
ber countries.  Bolivia,  for  example,  is 
the  only  one  of  the  six  allowed  to 
produce  pumps.  But  such  allocation 
decisions  take  time,  of  course,  and 
U.S.  companies  already  well  estab- 
lished in  the  country  of  their  choice 
may,  in  effect,  make  that  decision 
themselves  for  the  Common  Market. 

There  is  a  catch,  of  course.  Most  of 
these  new  industries  will  have  to  be 
"mixed,"  i.e.,  51%  locally  owned. 

Still,  Venezuelan  businessmen  com- 
plain that  U.S.  companies  will  be  get- 
ting a  better  deal  than  they.   While 


faster    than    an    orchid    in    Vermont. 

And  at  current  production  rates  of 
around  3  million  barrels  a  day,  ex- 
perts predict  its  proven  reserves  will 
last  just  12  more  years. 

But  now,  thanks  to  the  quadru- 
pling of  world  oil  prices,  Venezuela 
has  a  second  chance:  a  second  chance 
to  turn  its  fabulous  oil  revenues  into  a 
broad-based  economy  instead  of 
squandering  them  on  expensive  con- 
sumer imports  (Venezuela  is  the  larg- 
est per-capita  consumer  of  Scotch 
whisky  in  the  world)  and  Swiss  bank 
accounts  (there  is  more  private  Ven- 
ezuelan capital  lying  in  U.S.  and  Eu- 
ropean vaults  than  all  of  the  foreign 
investment  in  Venezuela  combined ) . 

President  Perez  is  determined  the 
new  money  won't  be  wasted.  Less 
than  two  months  after  being  sworn 
into  office  in  March,  he  stunned  the 
nation   by   requesting— and    receiving 


—"extraordinary  economic  powers" 
for  one  year.  His  purpose  was  to  deal 
with  all  that  oil  money  and  the  threat 
of  inflation  (which  has  jumped  from  a 
longtime  3%  to  4%  a  year  to  an  esti- 
mated 16%).  "It  would  be  no  help  for 
us  to  repeat  the  sad  practice  of  cov- 
ering up  mistakes  or  omissions  with 
oil  revenues,"  he  told  Congress. 

Then  he  laid  out  a  complete  over- 
haul of  the  economy.  First,  the  oil 
money.  At  least  $4  billion  will  be  in- 
vested outside  the  country  because 
the  Venezuelan  economy  cannot  pos- 
sibly digest  so  much  capital  so  fast 
without  ruinous  inflation.  Some  of  it 
will  be  used  to  fund  development  proj- 
ects in  other  countries  through  such 
bodies  as  the  Andean  Community's 
Development  Bank,  the  Inter-Ameri- 
can Bank,  the  World  Bank  and  the 
Organization  of  Petroleum  Exporting 
Countries'  fund.  Some  of  it  will  be 
used  to  finance  costly  capital  equip- 
ment imports.  And,  to  insure  the  cru- 
cial flow  of  technology,  some  of  it  will 
be  poured  into  overseas  joint  ventures 
with  foreign  companies— whose  know- 
how  is  sought— and  into  their  stocks 
and  bonds. 

Domestically,  the  rest  of  the  oil 
fortune  will  go  mainly  into  the  ailing 
agricultural  and  industrial  sectors. 

Next  is  economic  reform.  Wage- 
price  controls  have  been  set  up.  Bra- 
zilian-style tax  incentives  will  be  giv- 
en to  companies  willing  to  relocate  in 
less-developed  regions  outside  of  Ca- 
racas. Waiting  in  the  wings  is  the  next 
likely  stage  of  Perez'  program:   anti- 


membership  in  the  Andean  Common 
Market  greatly  expands  their  mar- 
kets, it  also  strips  Venezuelans  of 
their  protective  tariffs  and  exposes 
them  to  much  stiff er  competition. 
"What     worries     me,"     says     John 


Phelps  of  Phelps  Group 


Phelps,  a  third-generation  Venezuelan 
whose  company  holds  extensive  real 
estate  interests  and  an  important 
margarine  and  cooking  oil  company, 
"is  that  our  high  cost  of  labor  will 
cause  some  of  these  new  industries  to 
locate  elsewhere.  I'm  afraid  we're  go- 
ing to  become  a  net  importer  in  this 
market.  Besides,  these  are  pretty  stiff 
restrictions  in  the  Andean  Code.  And 
in  trying  to  attract  these  new  indus- 
tries, we're  not  just  competing  with 
Colombia,  we're  competing  with  Aus- 
tralia, New  Zealand,  Africa,  Indo- 
nesia—all over.  And  that  does  not 
seem  to  be  generally  recognized." 

Carmello  Lauria,  Minister  of  De- 
velopment, has  an  answer:  "If  you 
look  at  it  in  the  short  run,  obviously 
our  joining  the  Andean  comniunih 
puts  us  at  a  disadvantage.  But  in  the 
long  run,  Venezuela  doesn't  really 
have  anywhere  else  to  go.  The  onl\ 
way  Venezuela  can  hope  to  compete 
with  Brazil,  Argentina  and  Mexico  is 
by  joining  forces  and  having  its  own 
rather  large  internal  market 
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\bu  cairplay  better  tennis 
...and  enjoy  it  more. 

(for  little  more  than  ft  a  day) 


Tennis  is  more  fun  when  you 
play  better . . .  and  you  can 
play  better  tennis  this  year. 

Thousands  of  tennis  players  are  win- 
ning more  points,  more  games,  more 
sets  and  more  matches  by  following 
the  expert  instruction  they  receive 
every  month  in  Tennis  Magazine. 

And  you  can  do  the  same.  Month 
after  month,  Tennis  Magazine  will  pro- 
vide you  with  the  kind  of  helpful  in- 
struction that  can  be  easily  applied  to 
your  practice  sessions  or  competitive 
matches  for  the  kind  of  improvement 
that  will  make  tennis  more  fun  for  you. 

Tennis  Magazine  brings  you  the 
finest  tennis  instruction  you  can 
receive  from  any  publication. 

Perhaps  better  than  any  other  source 
because  you  can  progress  at  your  own 
pace  and  always  have  the  material  you 
need  right  in  front  of  you. 

Top  players  like  Rod  Laver,  Stan 
Smith,  Margaret  Court,  Chris  Evert,  Pancho  Gon- 
zalez, Don  Budge,  John  Alexander  and  Fred  Perry 
are  among  the  many  professionals  who  share  their 
knowledge  and  experience  with  you  on  the  pages  of 
Tennis  Magazine.  You'll  also  receive  valuable  in- 
struction in  our  monthly  series  of  "Tennis  Tips," 
submitted  by  U.S.  Professional  Tennis  Association 
teaching  pros  from  around  the  country. 

And  all  instruction  is  carefully  reviewed  and  ap- 
proved for  publication  by  members  of  the  Tennis 
Magazine  Instructional  Advisory  Board — a  panel  of 
tennis  all-stars  and  top-notch  teachers  including 
Tony  Trabert,  George  Lott,  Vic  Seixas,  Ron  Holm- 
berg  and  Bill  Price — who  know  how  to  turn  even  the 
most  difficult  concepts  into  understandable,  step- 
by-step  words  and  pictures. 

Besides  helping  you  improve  your  game . . . 

Tennis  Magazine  will  keep  you  informed  and  enter- 
tained by  presenting  all  the  action,  color  and  excite- 
ment of  this  great  sport.  You'll  read  about  the  stars, 


the  classic  matches  and  the  great  tour- 
naments around  the  world.  You'll  keep 
up-to-date  on  the  newest  trends  in 
equipment  and  fashion,  and  receive 
colorful  features  on  resorts  and  travel 
for  that  tennis  vacation.  Plus  informa- 
tion on  tennis  camps  for  you  and  the 
youngsters,  tournament  statistics  and 
schedules,  humor  and  news  of  all  the 
other  racquet  sports. 


A  money  saving 
introductory  offer! 


As  a  special  introduction  for  new 
subscribers,  the  postage-paid  card  or 
coupon  below  can  bring  you  savings 
up  to  $4.48,  for  trying  11  months  of 
Tennis  Magazine  for  only  $3.77.  That's 
just  about  1.10  a  day. 

Just  complete  the  coupon  or  post- 
age-paid card  and  mail.  In  a  few  weeks 
you'll  start  receiving  the  help  you  need 

to  begin  improving  your  game  and  the  information 

you  need  to  round  out 

your  knowledge  and 

enjoyment  of  tennis. 


ur  game  anu  ine  miurmaui. 
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A  publication  of 
The  New  York  Times 
Company 


□  Yes!  I'd  like  to  play  better  tennis.  Enter 
my  subscription  to  Tennis  Magazine  at  the 
special  introductory  rate  reserved  for 
new  subscribers. 

11  ISSUES  FOR  ONLY  $3.77 

(A  saving  of  $2.65  off  the  regular  subscription  price 
and  $4.48  off  what  you'd  pay  at  the  newsstand.) 
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SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Tens  of  thousands  of  satisfied  customers. 
Full  prepayment  privileges. 

We  lend  fast— get  the  facts  now  - 
without  obligation. 

Call  our  toll-free    LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name . 


Address. 
City 


.State. 


Zip. 


.Phone. 


Capital 

Financial 

Services 


DEPT.  F,    Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.WILSON 

P.O.  Box  1317-FO 
Roswell,  New  Mexico  88201 
Area  Code  505-623-0507 


trust    regulations,    worker    and    con- 
sumer protection  laws. 

The  key  to  it  all  is  planning— not 
rigid  planning,  but  a  system  where 
the  government  will  definitely  put  its 
hands  on  the  scales  to  push  invest- 
ment into  desired  directions.  Planning 
Minister  Gumersindo  Rodriguez  (ed- 
ucated at  party  expense  at  Britain's 
Manchester  University  and  the  Lon- 
don School  of  Economics)  told,. 
Forbes  :  "If  we  can  get  the  Venezuelan 
economy  growing  at  10%  a  year,  we 
can  eliminate  our  unemployment  in 
two  or  three  years.  The  trick  is  not 
just  not  to  absorb  them,  but  to  ab- 
sorb them  productively  in  steel  and 
shipbuilding  and  agriculture  and  fish- 
eries and  not  in  retailing  and  services 
where  wages  are  very  low."  The  gov- 
ernment regards  as  a  stopgap  its  cur- 
rent regulations  where,  to  create  jobs, 
it  has  been  decreed  that  every  self- 
service  elevator  must  have  an  opera- 
tor, every  washroom  an  attendant. 
The  planners  want  productive  work, 
not  make-work. 

Socialism?  Hardly.  Venezuela  is 
simply  trying  to  transform  that  oil 
money  into  a  lasting,  broad-based 
economy  that  will  benefit  all  Vene- 
zuelans for  generations  to  come— not 
just  a  privileged  few  for  the  moment. 

What  about  expropriation  of  U.S. 
and  other  foreign  investments?  Here 
the  new  government  is  going  to  be 
very  tough— but  not  for  socialistic  rea- 
sons. It  is  not  so  much  government 
ownership  that  the  leaders  seek  as 
development  of  broader  economic  op- 
portunities for  their  people. 

For  example,  Sears,  Roebuck  has 
been  given  three  years  to  sell  to  Vene- 
zuelans 80%  of  its  booming  local  re- 
tailing operation.  The  goal  is  not  to 
drive  Sears  out,  but  to  give  Venezue- 
lan investors  a  place  to  go  with  their 
money— other  than  to  Zurich  or  Mi- 
ami or  New  York.  What  better  place 
than  a  piece  of  Sears- Venezuela? 

In  the  natural  resource  field,  na- 
tionalization will  be  immediate.  Pres- 
ident Perez  has  told  both  Bethlehem 
and  U.S.  Steel  that  he  wants  their 
iron-ore  concessions  to  revert  to  the 
state  "right  now"  instead  of  in  the 
year  2000  as  originally  agreed  upon. 

Bethlehem  Steel's  Iron  Mines  of 
Venezuela  has  been  in  the  country 
since  1950,  working  under  a  service 
contract  on  a  fee  basis.  Each  year  it 
ships  back  about  3  million  tons  of  ore 
to  Bethlehem's  U.S.  mills-about  15% 
of  the  company's  yearly  consumption. 

Sitting  in  his  singularly  unpreten- 
tious office,  under  a  portrait  of  "El 
Libertador,"  Simon  Bolivar,  Iron 
Mines  Vice  President  and  manager 
William  H.  Shingler  Jr.  explains  that 
"nationalization  of  his  company  may 
cause  relatively  little  disturbance.  "On 


Planning  Minister  Rodriguez 

the  basis  of  very  preliminary  discus- 
sions," he  says,  "they  would  just  re- 
place some  of  our  personnel  with  peo- 
ple from  some  government  agency. 
The  actual  transfer  of  assets  would  be 
rather  insignificant."  It  seems  like- 
ly, he  goes  on,  that  there  would  be  a 
continuing  role  for  Iron  Mines  under 
some  new  contractual  arrangement. 
In  any  case,  Bethlehem  would  prob- 
ably still  be  buying  ore  from  the  gov- 
ernment, just  as  it  does  now— assum- 
ing the  price  is  right.  And  that  is  the 
main  thing:  "If  I  were  in  a  position 
to  speak  for  the  company,  which  I 
am  not,"  says  Shingler,  "I  would  be 
interested  principally  in  the  supply 
of  the  product,  the  raw  material." 

Exxon's  Creole  Petroleum  ("Madre 
Creole"  to  the  Venezuelans),  with  as- 
sets of  $1.5  billion,  has  quite  a  bit 
more  to  lose.  For  over  50  years  it  has 
been  pumping  crude  oil  out  of  Mara- 
caibo  and  still  accounts  for  42%  of 
Venezuela's  total  production  and  just 
under  10%  of  Exxon's  worldwide  prof- 
its. In  May,  when  President  Perez  es- 
tablished a  commission  to  study  the 
question  of  early  reversion  of  foreign 
oil  concessions,  he  said  that  any  asset 
revaluations  would  be  ignored  in  com- 
pensation discussions.  "That  could 
hurt  us  in  terms  of  reimbursement," 
says  Creole  President  Robert  Dolph, 
"because  we  revalued  our  assets  up- 
ward in  terms  of  replacement  cost 
by  over  $400  million  in  the  earl} 
Sixties." 

But,  like  Shingler,  Dolph  mainlj 
wants  to  keep  the  raw  material  flow- 
ing. "We're  not  in  the  business  of 
juggling  around  with  government 
bonds,"  he  says.  "Given  a  choice 
hell,  I'd  rather  stay  in  the  oil  business 

"Obviously,"  he  adds  coolly,  "if  the 
government  decided  they  were  going 
to  take  over  all  our  assets  and  operate 
them  themselves  directly  without  am 
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participation  or  role  for  us  in  any 
way,  there  wouldn't  be  much  reason 
for  us  to  stick  around." 

It  is  equally  obvious  that  Bob  Dolph 
doesn't  expect  that  to  happen. 

At  this  stage  it  is  a  poker  game  for 
enormous  stakes,  and  both  the  Perez 
administration  and  Creole  manage- 
ment are  testing  each  other  with  only 
the  most  diplomatic  generalities.  But 
Dolph,  a  veteran  negotiator  who  re- 
turned to  Venezuela  two  years  ago 
after  heading  up  Exxon's  Argentine 
subsidiary,  feels  he  has  two  strong 
cards  to  play  when  the  game  begins 
in  earnest  later  this  year:  marketing 
and  technology— cards  far  stronger  in 
petroleum  than,  say,  in  iron  ore. 

On  prior  occasions  the  state-owned 
oil  company,  Compania  Venozolana 
Petroleo,  has  found  it  impossible  to 
market  oil  anywhere  near  as  profit- 
ably (for  the  Venezuelan  govern- 
ment) as  the  big  multinationals  can. 
Few  Venezuelans  believe  CVP's  man- 
agement, much  of  it  retired  military 
brass,  could  handle  Creole's  business. 

The  continued  access  to  top-flight 
petroleum  technology  is  critical  to 
Venezuela.  It  is  mainly  through  im- 
proved technology  and  stepped-up 
exploration  that  the  country  hopes  to 
extend  the  life  of  its  crude  reserves 
—especially  in  the  tar  belt. 

Just  off  the  50-mouth  delta  of  the 
mighty  Orinoco  River,  with  its  vicious 
piranhas  and  giant  tortoises,  lies  the 
immense  Venezuelan  tar  belt.  "It's  a 
tremendous  reserve  of  hydrocarbons," 
says  Dolph.  "But  it's  the  kind  of  gunk 
—like  asphalt— that  nobody  wants  to 
mess  with.  The  stuff  is  so  heavy  that 
by  present  known  techniques  you  can 
only  recover  5%  of  it.  Now  if  people 
really  got  at  it,  maybe  by  the  end  of 
this  decade  we'd  have  the  techniques 
to  make  a  dent  in  that  other  95%.  It's 
a  real  challenge."  A  challenge  Ven- 
ezuelans will  not  want  to  face  alone. 

The  Officers  Club 

Not  surprisingly,  there  are  die- 
hards  who  cannot  easily  accept 
change,  even  when  it  is  as  trans- 
parently necessary  as  it  is  in  Ven- 
ezuela. "I  beg  of  you  not  to  mention 
my  name  or  the  name  of  this  com- 
pany in  any  way,"  pleaded  Stanley 
Cohlmeyer,  president  of  U.S.  Steel's 
Orinoco  Mining.  "Anything  we  say, 
even  any  mention  of  us,  will  bring  us 
nothing  but  trouble."  A  good  many 
rich  Venezuelans  share  Cohlmeyer's 
paranoia. 

As  no  less  than  211  separate  eco- 
nomic decrees  came  whistling  out  of 
the  executive  office  building,  Palacio 
Miraflores,  in  the  space  of  two 
months,  Venezuelan  businessmen  be- 
gan to  hanker  for  a  more  "orderly" 
government.  That  was  to  be  expected. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


June  18,  1974 


1,561,964  Shares 

Terra  Chemicals  International,  Inc. 

Common  Stock 

(Par  Value  $1.00aShare) 


Of  the  above  shares,  300,000  shares  are  being  sold  by  the  Company  and  1,261,964 
shares  are  being  sold  by  certain  Selling  Stockholders.  Terra  Chemicals  Inter- 
national, Inc.  will  not  receive  any  of  the  proceeds  from  the  sale  of 
shares  by  the  Selling  Stockholders. 


Price  $8.75  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  Stales  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Piper,  Jaff ray  &  Hopwood 

Incorporated 


Biyth  Eastman  Dillon  &  Co.  Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated  Incorporated 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


E.  F.  Hutton  &  Company  Inc.  Kuhn,  Loeb  &  Co. 

Loeb,  Rhoades  &  Co.  Reynolds  Securities  Inc. 


Dean  Witter  &  Co. 

Incorporated 


Dain,  Kalman  &  Quail 

Incorporated 


Lehman  Brothers 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

Shearson,  Hammill  &  Co. 

Incorporated 


Hey,  Compton 

Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  three  times 
as  many  corporate  officers  read  FORBES  reg- 
ularly as  read  NEWSWEEK. 


Source:  Erdos  and  Morgan,  Inc.  8/7). 


After  all,  it  has  been  only  16  years 
since  Venezuela's  last  dictator,  and  in 
150  years  of  independence  the  coun- 
try's first  elected  president  to  last  out 
his  five  years  in  office  was  Romulo 
Betancourt  (1959-64). 

"Most  of  the  businessmen  didn't  like 
it  at  all,"  says  Venezuelan  economist 
and  investment  banker  Carleton  Prun- 
huber.  "Here  was  Perez  declaring 
their  golf  courses  'urban  green  areas' 
and  their  private  beach  clubs  'nation- 
al resources.'  So  they  went  to  the 
military.  You  could  see  them  all  hav- 
ing lunch  at  the  Officers  Club  here 
in  Caracas  whispering,  'See  what 
Perez  is  doing  to  the  country?  Isn't 
it  awful?'  But  the  generals  just 
laughed.  'We've  never  had  it  so  good,' 
they  replied.  'And  neither  have  you!' ' 

Think  Steel 

This  is  not  to  say  that  both  Ameri- 
cans and  Venezuelans  are  not  going 
to  have  to  get  used  to  some  very 
important  changes.  Some  old  privi- 
leges will  be  swept  away.  New  in- 
centives will  be  substituted.  Capital 
will  be  discouraged  from  some  direc- 
tions, encouraged  in  others. 

"We  are,"  says  Planning  Minister 
Rodriguez,  "going  to  relax  protections 
for  traditional  Venezuelan  industries 
in  order  to  make  them  more  compet- 
itive, in  order  to  lower  the  cost  of 
living  in  the  country  and  to  release 
capital  for  some  very  big  projects. 

"By  relaxing  tariffs  on  textiles,  for 
example,  where  in  some  areas  we 
can't  compete  with  Colombia,  we  en- 
courage Venezuelan  businessmen  to 
move  into  new  sectors." 

Rodriguez  has  worse  news  for  real 
estate  developers  and  speculators: 
"We  want  to  stimulate  a  different  kind 
of  housing  market  here.  Not  for  the 
rich  people.  They  have  been  building 
these  luxury  apartment  buildings  and 
office  buildings  at  fantastically  high 
prices.  This  is  the  sort  of  waste  we 
won't  tolerate." 

Right  away  speculative  construction 
ground  to  a  halt  all  over  Caracas. 

All  eyes  turned  to  the  hills  blanked 
ed  for  miles  into  the  distance  by  sin 
gle-room   brick  ranchos   of  the   poor. 

Not  all  Venezuelan  businessmen  an- 
appalled  by  the  ambitious  reforms  of 
the  Perez  administration.  Czech-bom 
Hans    Neumann    is    president    of    the 
Montana  Group,  an  $80-million  mini 
conglomerate     that     produces     paint, 
petrochemicals,    intermediate    chemJ 
cals,    packaging    materials    and    Imit 
juice.  Neumann  agrees  that  a  pinch 
laissez-faire  attitude  toward   develop 
ment  would  continue  to  produce  lop 
sided  results:  the  rich  getting  richer 
and  the  poor  staying  dangerousl)  pool 

"If  Venezuela  is  going  I"  empha 
size  capital-intensive  Industries,  as  u 
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should,"  he  says,  "then  it  must  compli- 
ment that  with  something  that  is  la- 
bor-intensive," he  says.  "The  govern- 
ment is  right:  The  most  logical  ap- 
proach is  agriculture.  I  don't  think  it's 
necessary  to  have  workers  replaced  by 
very  sophisticated  agricultural  ma- 
chinery as  you  have  in  the  U.S." 

Neumann  thinks  the  same  is  true 
elsewhere.  "I  give  you  an  example. 
Very  intelligently,  Venezuela  installed 
on  the  Caracas-La  Guaria  autopista 
these  automatic  toll-collecting  ma- 
chines. So  you  put  the  toll  collectors 
out  of  work.  You  pay— outside  the 
economy— a  large  sum  of  money  to 
install  the  machinery.  And  you  must 
have  more  sophisticated  people  to 
supervise  the  machinery.  Of  course 
it  is  cheaper  for  the  operator  of  the 
highway.  But  for  Venezuela,  it  is  more 
expensive.  It  is  the  same  with  the  in- 
vestment tax  credit.  In  the  past,  if  you 
bought  a  machine  that  replaced 
workers,  you  got  a  tax  credit.  But  it 
would  be  perfectly  possible  to  re- 
verse that,  I  think,  and  give  a  tax 
credit  for  employing  more  people.  It 
would  distribute  the  wealth  better." 

Neumann  doesn't  go  along  with  all 
aspects  of  the  government's  program. 
He  is  concerned  by  the  possibility 
that  the  government  may  prohibit  em- 
ployers from  firing  workers.  "Employ- 


ment stability  short  term  sounds  very 
attractive  politically,"  he  says.  "But 
over  the  long  term  it's  very  dangerous, 
particularly  if  you're  trying  to  trans- 
form the  economy." 

Even  more  worrisome  to  him  is  gov- 
ernment control  over  access  to  foreign 
technology.  "What  frightens  us  is  that 
some  bureaucrat  will  sit  on  a  specific 
case  for  years.  Now  the  national 
comptroller  has  suggested,  for  exam- 
ple, that  all  import  investments  be 
cleared  through  his  office.  Well,  if 
that  happened,  the  bureaucracy 
would  be  such  that  you  would  know 
exactly  why  you  are  losing  money  and 
never  be  able  to  make  money." 

New  Incentives 

It  is  only  natural  that  businessmen 
should  dislike  bureaucratic  controls. 
But  the  government  argues  that  the 
incentives  to  invest  capital  and  tech- 
nology will  outweigh  the  disadvan- 
tages. Forbes  talked  with  Baphael 
Soto-Alvarez,  Superintendent  of  For- 
eign Investment.  He  argued  that  Vene- 
zuela will  give  access  to  the  six-na- 
tion Andean  Common  Market— a  mar- 
ket as  big  as  Brazil  (see  box,  p.  48). 
"And  then  of  course  we  will  write  con- 
tracts giving  them  tax  incentives  in 
exchange  for  their  technology,"  Soto- 
Alvarez  adds. 


And  might  the  industrialized  coun- 
tries that  send  such  high-technology 
companies  into  Venezuela  get  favored 
treatment  in  oil  shipments,  should  the 
energy  crisis  flare  up  again? 

"Yes,  perhaps  we  can  trade,  if  I 
may  say  so,  something  else  for  tech- 
nology," replies  Soto-Alvarez.  "Per- 
haps we  can  give  them  some  sort  of 
better  treatment." 

Venezuela  will  also  try  to  insure 
the  continuing  flow  of  technology  by 
investing  offshore  in  joint  ventures 
with  high-technology  companies  or 
buying  their  stock,  adds  Minister  Rod- 
riguez, smiling  somewhat  mischie- 
vously: "But  we  are  not  going  to  try 
to  be  the  main  controlling  interest  in 
anything  because  America  might  be- 
come antiimperialist  herself  and  na- 
tionalize our  interests  over  there!" 

"What  we  are  doing,"  says  Soto-Al- 
varez, "is  not  a  question  of  national 
pride,  it  is  a  question  of  economics. 
If  the  U.S.  were  in  Venezuela's  posi- 
tion, you  would  do  the  same  thing. 
Perhaps  ten  or  20  years  sooner." 

Without  doubt,  the  current  genera- 
tion of  Venezuelan  leaders  will  make 
mistakes  in  their  ambitious  planning. 
But  the  important  thing  is  they  are  de- 
termined to  learn  from  the  past.  This 
time  the  oil  wealth  will  not  be  dissi- 
pated in  an  orgy  of  self-indulgence.  ■ 


AZELTINE  MAKES  TERMINAL 
SELECTION  AS  EASY  AS... . 
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Now  there  are  three  Hazeltine  terminals  to  choose  from, 
ining  a  broad  range  of  capabilities  and  applications.  What- 
your  particular  system  requirements  may  be,  Hazeltine 
es  it  easy  to  select  the  right  terminal,  at  the  right  price. 
Hazeltine  1000.  The  low,  low  cost  teletypewriter- 
patible  video  terminal.  $49  mo.* 
Hazeltine  2000.  The  world's  largest-selling  teletypewriter- 


Hazeltine 


compatible  video  terminal.  $98  mo.* 

Hazeltine  3000.  The  pollable  video  terminal  for  network 
communications.  $125  mo.* 

Of  course,  all  Hazeltine  terminals  are  backed  by  worldwide 
sales,  service  and  technical  support  from  the  Company  with 
a  half-century  of  leadership  in  electronics  and  displays. 

Thinking  of  Terminals  — Think  Hazeltine! 

*12-month  rental,  maintenance  included. 


Corporation 


Computer  Peripheral  Equipment,  Greenlawn,  N.Y.  11740    (516)  549-8800  Telex  96-1435 

East:  N.  Y.  (212)  586-1970  □  Boston  (617)  261-5867  □  Phila.  (215)  676-4348  □  Pittsburgh  (412)  343-4449  Q  Wash.,  DC.  (703)  979-5500  D  Rochester 
(716)  254-2479  Midwest:  Chicago  (312)  986-1414  Q  Cleveland  (216)  734-5363  □  Detroit  (313)  355-3510.  South:  Dallas  (214)  233-7776  Q  Atlanta 
(404)  393-1440  D  Greensboro,  N.C(919)  855-0307  Q  Houston  (713)  783-1760  □  Orlando  (305)  628-0132.  West:  San  Mateo  (S  F)  (415)  574-4800 
□  L.  A.  (213)  553-1811  □  Denver  (303)  770-6330  □  Seattle  (206)  242-0505 


The  Loaded  Laggards 

This  year's  laggards  aren't  just  loaded. 
They  are  superloaded. 


For  more  than  two  decades  Forbes 
has  annually  compiled  a  list  of  Loaded 
Laggards— stocks  that  sell  at  a  big  dis- 
count from  the  value  of  their  under- 
lying assets.  A  few  years  back,  we 
couldn't  find  enough  of  them  to  make 
a  decent  list.  This  year  the  roster 
would  comprise  a  major  portion  of  the 
stocks  listed  on  the  New  York  Stock 
Exchange,  and  Forbes  editors  asked. 
Loaded  Laggards,  what's  new? 

What's  new  is  this:  Over  on  the 
American  Stock  Exchange  there  are 
currently  scores  of  laggards  so  loaded 
as  to  make  their  Big  Board  counter- 
parts look  like  overpriced  glamour 
stocks. 


Battered  as  the  Big  Board  has  been, 
the  Amex  has  been  hit  far  worse. 
From  its  record  high  in  1972,  the 
value  of  all  stocks  on  the  Big  Board 
has  declined  by  20%  (to  a  shade  over 
$700  billion).  From  its  record  high  in 
1968,  the  value  of  Amex  stocks  has 
slumped  35%  (to  less  than  $40  bil- 
lion). In  so  slumping,  the  Amex  has 
exposed  values  the  like  of  which 
haven't  been  seen  since  the  early 
Fifties.  At  that  time  many  investors 
were  worried  lest  there  be  a  severe 
post- World  War  II  depression.  Of  all 
the  stocks  listed  on  the  Amex,  more 
than  half  have  price/ earnings  ratios 
of  under   six,   while   scores   of   them 


have  P/Es  of  two  or  three. 

The  statistical  bargains  are  so  nu- 
merous, in  fact,  that  the  editors  let 
their  imaginations  run  riot  in  setting 
standards  for  an  Amex  Loaded  Lag- 
gard. The  stock  price  had  to  be  one- 
half  of  book  value  or  even  less;  the 
price/ earnings  ratio  had  to  be  five  or 
less;  the  stock  had  to  pay  a  dividend; 
and  it  had  to  be  financially  sound, 
with  a  current  ratio  (current  assets 
divided  by  current  liabilities)  of  at 
least  2  to  1.  We  weeded  out  any 
company  whose  debt-to-total-capital 
ratio  was  greater  than  35%.  Seven  of 
the  30  are  debt-free,  and  every  one 
of  the  30  has  current  earnings  we 
regard  as  healthy. 

A  few  years  ago,  your  broker  would 
have  guffawed  had  you  asked  him  to 
find  a  stock  that  met  these  standards. 
Forbes  statisticians,  after  ruthlessly 
pruning  1,170  Amex  companies,  came 
up  with  no  fewer  than  30. 

Three  of  these  stocks  sell  at  dis- 


Company 


Business 


Discount 

From 

Book  Value 


Price/ 

Earnings 

Ratio 


Last  Fiscal  Yi 


Revenues 
(mil.) 


Allied  Thermal 
American  Biltrite 
American  Mfg. 
Crompton  Co. 
Crowley,  Milner 


air  distribution  products  54%  4.5  $46.6 

rubber  &  plastic  products,  soles,  heels  68  4.3  138.4 

cordage,  control  devices;  owns  28%  ELTRA  50  4.0  24.0 

corduroy  fabrics  56  5.2  65.9 

Detroit  department  stores  67  4.7  55.6 


Electrographic 

Felsway 

Financial  Corp.  of  Santa  Barbara 

Hampshire-Designers 

Kenwin  Shops 


graphic  arts  services  59  4.7 

shoe  stores  69  3.6 

savings  &  loan  55  3.9 

women's  hosiery,  panty  hose,  sweaters  58  2.5 

women's  and  children's  apparel  59  3.6 


27.2 
44.3 
47.4 
31.9 
13.0 


Leath  &  Co. 
Lilli  Ann 

Logistics  Industries 
Marshall  Foods 
C.H.  Masland  &  Sons 


furniture  stores  60  4.3  33.6 

women's  apparel  65  5.2  12.9 

packaging,  materials  handling  59  3.8  26.3 

egg  products,  beef  packing,  turkeys,  mink  58  4.1  51.4 

carpeting  74  4.1  109.0 


Morton's  Shoe  Stores 
Mount  Vernon  Mills 
Movie  Star 

National  Silver  Industries 
National  Spinning 


shoes:  manufacture,  distribution 

industrial,  apparel,  household  fabrics 

lingerie,  loungewear 

silverware,  housewares,  giftware 

yarn 


58 
66 
59 
67 
61 


5.0 
5.0 
4.1 
2.9 
4.0 


67.5 
75.9 
34.2 
30.8 
97.4 


Pneumatic  Scale 

Russell  Corp. 

Rust  Craft  Greeting  Cards 

Sorg  Paper 

Standard-Coosa-Thatcher 


packaging  and  bottling  machinery 

athletic  wear,  knitwear,  textiles 

greeting  cards,  radio  and  TV  stations 

papers 

yarns 


51 
58 
50 
57 
67 


5.1 
3.8 
5.0 
3.2 

4.2 


18.1 
91.0 
78.2 
39.8 

67.7 


Thriftimart 
Universal  Cigar 
Wagner  Electric 
Wellco  Enterprises 
Western  Financial 


retail,  wholesale  food  distribution 
cigars 

automotive,  electrical  equipment 
footwear,  shoe  machinery 
savings  &  loan;  insurance 


72 
50 
51 
72 
60 


5.0 
4.9 
4.1 
3.1 
2.6 


282.8 
11.4 

265.9 
11.2 
52.3 


*Total   assets    (excluding   intangibles,   if  any|   minos   total   liabilities    ind   preferred   stock    (the    latter   stated   at    liauidation    valuel    divided   by   the   number  of   common    shares 
NA— Not  available 
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counts  of  more  than  70%  from  book 
value,  20  sell  over  70%  below  their 
1968-1974  highs,  seventeen  of  them 
yield  at  least  6%  and  some  as  high  as 
9.5%.  Seventeen  also  sold  for  less  than 
net  working  capital  per  share. 

Don't  assume  these  stocks  are  insig- 
nificant just  because  they  are  cheap. 
American  Manufacturing,  debt-free, 
controls  the  Big  Board's  ELTRA,  a 
corporate  giant,  and  has  profits  of 
$9.7  million.  Studebaker-Worthington- 
controlled  Wagner  Electric  does  $266 
million  in  revenues  and  $10.8  million 
in  profits.  Rust  Craft,  in  greeting  cards 
and  radio-TV,  is  a  onetime  glamour 
stock  that  is  still  solidly  profitable. 

Are  these  stocks  really  bargains?  It 
depends  on  how  you  define  "bargain." 
If  you  mean  a  stock  that  is  certain  to 
go  up  in  price,  there  are  no  guarantees 
about  this  list.  But  look  at  it  this 
way:  As  a  businessman,  wouldn't  you 
love  to  be  able  to  buy  a  going  busi- 
ness at  these  prices?  ■ 


From  Boom  To  Bargain.  When  the  public  was  speculating,  the  Amex 
used  to  average  8  million  shares  traded  daily.  Now  things  are  slow 
enough  to  play  baseball  on  the  Amex  floor,  and  trading  runs  about  1 .4  million 
shares  a  day.  In  the  debris  of  the  boom,  there  are  many  statistical  bargains. 


Tangible 

Book 

Value* 


Net 

Working 

Capital 

Per  Sharet 


Latest 

12-Month 

Earnings 

Per  Share 


Return 
on  Equity 


Debt 
Ratio*" 


Indicated 

Annual 

Dividend 


Yield 


Price  Range 


1974 


1968-73 


$33.69 
20.49 
66.92 
33.17 
23.01 


$13.61 

4.34 

8.74 

9.64 

13.08 


$3.41 
1.53 
8.33 
2.81 
1.62 


10.1% 

7.5 
12.4 

8.5 

7.0 


20% 
27 
0 
12 
25 


$1.20 
0.50 
1.89 
1.00 
0.40 


7.7% 

7.5 

5.6 

6.8 

5.2 


1 73/4-1 47/s 

8-6 
38V2-32V2 
167/8-143/4 

lOVs-  77a 


40     -13 

2274-  53A 
757/a-273/8 
29     -10 

1674-    53/8 


21.59 
10.93 
19.51 
10.21 
9.64 


13.47 
6.83 

NA 
6.83 
7.77 


1.88 
0.95 
2.23 
1.70 
1.10 


8.7 

9.2 

11.4 

16.7 

11.4 


0 
12 
0 
0 
0 


0.80 
0.32 
0.20 
0.15 
0.34 


9.0 
9.5 
2.3 
3.5 
8.5 


11 3A-  8% 
47/a-  33/a 

1274-  87s 
572-  33A 
53/a-  37/s 


305/8-  8 
293A-  572 
335/a-  83A 
157s-  35/s 
1772-  3% 


18.23 
11.80 
4.28 
12.50 
18.64 


14.87 
8.79 
1.66 
9.18 
7.98 


1.73 
0.79 
0.46 
1.29 
1.19 


9.5 

6.7 

10.7 

10.3 

6.4 


7 
4 
7 
0 
34 


0.50 
0.22 
0.10 
0.20 
0.40 


6.8 
5.3 
5.7 
3.8 
8.2 


93A-  774 

6     -  372 

3     -  13/a 

774-  45/a 

6     -  43A 


4374-  374 
27  -  35/s 
213/s-  13/a 
18  -  47s 
325/a-  472 


7.98 
45.40 
11.93 

9.83 
11.67 


5.08 
15.43 
7.44 
5.91 
3.39 


0.68 
3.11 
1.18 
1.14 
1.12 


8.5 

6.9 

9.9 

11.6 

9.G 


33 
4 
13 
11 
21 


0.32 
1.20 
0.40 
0.20 
0.20 


9.5 
7.7 
8.2 
6.2 

4.4 


47e-  3 
17     -135/a 
674-  45/8 
774-  374 
53A-  43/a 


217/8-  33/a 
2972-1272 
30     -  33A 
1772-  3 
177a-  474 


20.60 
20.16 
14.05 
19.31 
44.66 


14.05 
4.04 
3.12 
negative 

15.33 


1.99 
2.25 
1.41 
2.59 
3.51 


10.4 
11.2 
10.0 
13.4 
7.9 


0 
32 

27 
21 
11 


0.90 
0.70 
0.40 
0.40 
1.10 


8.9 
8.2 

5.7 
4.8 
7.5 


12  -  9% 
974-  774 
1074-  672 
1072-  77/a 
153A-1478 


277s-  77a 
2074-  6 
393/a-  67/a 
2972-  572 
35     -14 


35.61   *        10.14 


4.27 
13.76 
11.45 
17.30 


3.22 
5.57 
4.47 
NA 


2.00 
0.43 
1.66 
1.04 
2.63 


5.6 
10.1 
12.1 

9.1 

15.2 


18 
12 
31 
22 

27 


0.10 
0.05 
0.48 
0.20 
0.10 


1.0 
2.4 
7.1 
6.2 
1.5 


11       -   774 
3     -  17/a 

11  -  63A 
47/a-  37a 

12  -  674 


32     - 
115/8- 

2572- 
23%- 

2572- 


63A 

274 

65/8 

27/8 

6 


minus    total    liabilities  and    p-eferred    stock   divided    by   common    shares   outstanding. 


'Long-term    debt    as    a    percentage    of    total    capital    (after   deducting    intangibles! 


FORBES,  JULY   15,    1974 


57 


Faces  Behind  the  Figures 


Fast  Stepper 

Km  ZlDEH  is  32  years  old,  single  and 
.1  good  catch.  At  least  Iowa  Beef  Pro- 

isors,  the  largest  beef-processing 
compan)  in  the  world,  thinks  so.  Last 
month  it  named  Zider  executive  vice 
president  and  chief  operating  officer. 

Not  that  Zider  is  an  old  hand  with 
cows  or  the  food  industry  or  even  the 
Midwest,  lie  grew  up  on  Long  Island, 
majored  in  electrical  engineering  and 
physics  at  Princeton  and  then  took  oft 
to  spend  a  eonple  of  years  bumming 
it  in  Europe.  He  sold  Kennedy  half- 
dollars  for  $1.50,  heating  systems 
in  England  and  played  his  guitar  in 
Hamburg.  Then  he  signed  on  as  a 
systems  analyst  with  Lockheed  in  At- 
lanta to  get  a  free  trip  back  to  the 
States.  That  lasted  two  years,  until  he 
went  to  Harvard  for  an  MBA. 

At  28  he  was  a  Wall  Street  man, 
starting  his  career  in  the  corporate 
finance  department  of  Morgan  Stan- 
ley, a  prestige  job  if  there  ever  was 
one.  A  year  ago  April  he  started 
Career  Two  as  a  management  con- 
sultant with  Boston  Consulting  Group 
in  Boston,  another  plum  job.  His  first 
task  was  devising  a  strategy  for  Iowa 
Beef,  which  had  grown  from  $181 
million  in  1964  to  $1.4  billion  in  1973 
(Forbes,  June  15). 


Zider  of  Iowa  Beef 


Zider  is  now  starting  to  do  what 
he  recommended  to  Iowa  Beef  as  a 
consultant.  "When  we  first  started  dis- 
cussing the  possibility  of  my  imple- 
menting the  report,  I  knew  two 
things,"  he  says.  "I  couldn't  do  it 
alone  and  I  couldn't  do  it  from  a  weak 


position  within  the  company."  Appar- 
ently the  board  took  the  hint.  Zider 
was  offered  slot  No.  Three. 

How  does  the  bachelor  feel  about 
life  in  Dakota  City?  "It's  only  an  hour 
by  air  to  Denver,"  he  says.  "Besides, 
this  is  the  biggest  game  in  town."  ■ 


Somebody  Is 
Following  Him 

"I'm  a  little  bewildered  by  it  all  my- 
self," sighs  Donald  E.  Meads.  Until  a 
few  weeks  ago  Meads,  53,  was  execu- 
tive VP  and  chief  financial  officer  of 
Philadelphia's  INA  Corp.  Now  he  is 
CEO  of  Certain-teed  Products  Corp. 

Meads  didn't  resign  from  INA.  Nei- 
ther did  he  ask  for  the  job  at  Cer- 
tain-teed. He  was  simply  told  that  the 
position  was  available  to  him. 

All  along  Meads  had  hoped  to  suc- 
ceed INA  chairman  John  T.  Gurash 
as  boss  of  the  $3.6-billion  asset  in- 
surance holding  company.  Instead, 
the  board  decided  to  bring  in  Balph 
Saul  from  First  Boston  Corp.  to  suc- 
ceed Gurash  next  year. 

Then,  as  a  kind  of  consolation  prize, 
Meads  was  offered  the  top  spot  at 
Certain-teed.  Certain-teed  has  lost 
heavily  through  Valley  Forge,  a  71%- 
owned  subsidiary  in  the  land  develop- 
ment business.  INA  saw  a  chance  to 
kill  two  birds  with  one  stone.  INA  it- 
self owns  only  3%  of  Certain-teed,  yet 
had  two  directors,  Meads  and  John 
Gurash,   on   the   board.   But   France's 


Compagnie  de  St.  Gobain-Pont  a  Mous- 
son  owns  another  31%— and  is  con- 
nected with  INA  through  Compagnie 
de  Suez. 

Caught  in  the  revolving  door  was 
Certain-teed's  former  CEO,  Byron  C. 
Radaker,  who  "resigned"  after  hold- 
ing office  for  only  a  few  weeks. 

How  does  Meads  feel  about  getting 
the  top  job  at  a  smaller  company, 
not  a  big  one?  "I  was  never  guar- 
anteed the  top  spot  at  INA  when  I 
came  aboard  in  1971,"  he  says.  "I 
wasn't  cheated;  I  took  my  chances. 

"Anyhow,  I  don't  look  at  Certain- 
teed  as  the  minor  leagues.  Hell,  this 
is  a  company  that  has  a  net  income 
of  almost  $25  million."  Probably  so, 
but  Meads  must  have  mixed  feelings 
about  Ralph  Saul  who  got  the  job  he 
had  hoped  for  at  INA.  Years  before, 
Meads  had  been  at  Minneapolis'  In- 
vestors Diversified  Services.  There  he 
was  regarded  as  the  most  likely  suc- 
cessor to  CEO  Grady  Clark.  Meads 
left  after  the  board  brought  in  Stuart 
Silloway,  who  then  hired  (you 
guessed  it)  Ralph  Saul. 

Says  Meads,  resignedly:  "That  guy 
is  following  me  around."  ■ 


Meads  of  Certain-teed 
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Help  For  The  Helpers? 

"I  didn't  think  anyone  read  these 
reports,"  says  Detroit  lawyer  William 
H.  Baldwin,  president  of  the  Kresge 
Foundation  ( year-end  assets,  $658  mil- 
lion; grants  last  year,  nearly  $30  mil- 
lion). "When  I  write  the  report,  I 
like  to  say  what's  on  my  mind." 

He  certainly  does,  and  in  flowery 
fashion,  too.  Take  his  comment  on 
foundation  income:  "The  private  non- 
profit ships  bearing  goods  for  charita- 
ble uses  are  running  into  heavy  seas, 
and  some  of  our  clients  are  awash. 
Their  distress  signals  tell  again  and 
again  the  merits  of  pluralism  and  di- 
versity. .  .  .  The  great  spring  tide  of 
exuberant  endowment  advice  in  the 
late  Sixties  (quite  noticeably  in  the 
Bay  of  Bundy)  has  ebbed,  and  to- 
night's full  moon  shines  bleakly  on 
principal  funds  which  are  sorely  di- 
minished by  invasion,  declining  mar- 
kets and  by  an  unforeseen  and  his- 
torically horrendous  inflation." 

The  foundation  he  heads,  founded 
by  the  late  Sebastian  Kresge  in  1924, 
is  the  largest  by  far  that  provides 
funds  solely  for  facilities  in  health, 
education,  conservation  and  the  arts. 


Baldwin  of  Kresge  Foundation 


Grants  last  year  ranged  from  $1  mil- 
lion for  a  University  of  Chicago  sur- 
gery-brain research  pavilion  to  $5,000 
for  a  New  Guinea  community  center 
for  a  missionary  group  called  The 
Mustard  Seed. 

But  Baldwin  is  both  plainer  and 
more  grim  when  he  speaks  of  govern- 
ment regulations,  under  the  Tax  Re- 
form Act  of  1969,  that  will  require 
foundations  to  pay  out  yearly  an 
amount  equal  to  6%  of  asset  value. 
"Last  year  we  took  $13  million  out  of 
capital  to  meet  the  payout  provisions, 
while  the  value  of  our  holdings  [45% 
in  S.S.  Kresge  stock]  dropped  by  some 
$200  million."  What  Baldwin  would 
like  is  to  have  the  6%  payout  require- 
ment reduced  to  5%,  "which  we  could 
better  live  with  as  long  as  the  stock 
market  doesn't  utterly  collapse." 

And  the  alternative?  "If  things  con- 
tinue this  way  for  another  few  years," 
he  warns,  "it  won't  be  long  before 
we  and  others  are  virtually  out  of  the 
philanthropy  business.  You  may  ask, 
So  what?  But  when  governments  at 
all  levels  are  rapidly  pulling  back 
from  many  social  welfare  programs, 
where  are  worthy  institutions  going  to 
turn  if  we  aren't  there?"  ■ 


Touch  of  Serendipity 

National  Semiconductor  has  $32 
million  worth  of  assets  and  barely 
$200  million  in  sales.  Yet  16  months 
ago  National  decided  it  was  big  enough 
to  take  on  International  Business  Ma- 
chines, Singer,  National  Cash  Register 
and  Litton's  Sweda  division  in  com- 
puterized, electronic  cash  registers.  Is 
the  company  trying  to  commit  suicide? 

Not  intentionally.  National's  boss  is 
cherubic  Peter  J.  Sprague,  34,  who 
fancies  himself  a  venture  capitalist. 
He  has  wheeled  and  dealed  himself 
into  everything  from  chicken-farming 
in  Iran  to  producing  the  soon-to-be- 
released  ntovie  Steppenwolf. 

Back  in-  1965  at  the  ripe  age  of  25 
Sprague  bought  control  of  National, 
which  then  had  only  $5  million  in 
sales  and  was  nearly  broke.  Plung- 
ing headlong  into  semiconductors, 
Sprague  took  on  Texas  Instruments, 
Motorola  and  Fairchild  Camera,  as 
well  as  Sprague  Electric  (founded  by 
his  Uncle  Robert).  So  far,  National  has 
done  extremely  well.  In  the  fiscal  year 
just  ended  (May  31)  National's  prof- 
its nearly  quadrupled,  to  around  $1.20 
a  share,  and  the  company  now  ranks 
behind  only  TI,  Motorola  and  Fair- 
child  in  semiconductors.   Despite  the 


bear  market,  Peter  Sprague's  own  Na- 
tional shares  are  worth  $2.8  million. 

So  why  look  for  trouble  in  cash  reg- 
isters? Sprague  was  convinced  his 
company  had  developed  just  the  right 
new  product,  an  inexpensive  maga- 
'zine-sized  microprocessor,  the  elec- 
tronic heart  of  the  cash  register.  "It's 
a  certain  amount  of  serendipity,"  he 
says.  "First  you  get  the  right  people 
and  you  go  into  the  market  at  the 
right  time.  We've  been  in  over  a  year. 
The  others  are  just  getting  in." 

Sprague's  strategy  is  to  undercut 
prices  charged  by  IBM,  NCR  and 
others,  relying  on  the  company's  abil- 
ity to  make  electronic  components 
cheaply.  Besides  its  technical  leader- 
ship in  semiconductors,  many  of  Na- 
tional's plants  are  in  places  like  Singa- 
pore and  Korea,  where  labor  costs  are 
low.  National  is  tailoring  its  equip- 
ment for  supermarket  operators  only 
and  plans  to  sell  only  in  certain  cit- 
ies, thereby  keeping  sales  and  ser- 
vice costs  low.  So  far  National  has 
signed  up  30  chains  and  hopes  to  be 
doing  $40  million  worth  of  business 
annually  within  a  few  years. 

Even  so,  Sprague  admits  he  won't 
know  for  two  or  three  years  if  he 
made  the  right  decision.  But  that's 
show  biz.   ■ 


Sprague  of  National  Semiconductor 


:ORBES,   JULY    15,    1974 


5T 


Ik 


ITS  EASIER  TO  PICK  THE  BEST  FUNDUS), 
THAN  IT  IS  TO  PICK  THE  BEST  STOCK(S). 


ARE 

NO-LOAD 

FUNDS     « 
A  BARGAIN  ! 


From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5 
top  Load  funds  for  various  significant  periods. 
Packed  with  factual  data,  FundScope's  ex- 
clusive in-depth  study  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 

4  BIG  BONUSES 
AT  NO  EXTRA  COST 

Send  Just  $27  for  a  3-month  trial  subscription 
to  FundScope,  a  thinking  man's  guide  to  mu- 
tual funds.  PLUS— 4  big  bonuses  including  the 
No-Load  survey  and  332-page  April  1974  Mu- 
tual Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  459  funds.  (GUIDE  ALONE  SELLS  FOR  $25.) 
ACT  NOW:  Mail  your  $27  today  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $68.00  (10  day  returnable 
guarantee.)  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-60  Suite  700 

1900  Avenue  of  the  Stars 

Los  Angeles,  Cal.  90067 
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Send  today  for  this  package  of 
Mutual  Fund  Information 

Money  Market  Funds 

Latest  wrinkle  in  Mutual  Funds 

These  funds  invest  in  short-term,  high 
interest  instruments  of  good  quality  and 
yield  7%  to  10%.  United  appraises  6 
"Money  Market"  Funds  and  believes 
they  are  a  safe  haven  for  your  money. 

Individual  analysis  of 

No-Load  Funds 

When  you  buy  No-Load  Funds  you  pay 
no  commission  giving  them  further 
appeal.  In  this  Report,  United  analyzes 
the  profit  potential  and  risk  in  4  No-Load 
Funds  and  recommends  purchase. 

411  Mutual  Funds 

Performance  comparisons  for 
6  months,  1  year,  5  years 

This  revealing  appraisal  lets  you  com- 
pare how  your  funds  are  doing  in  this 
puzzling  market.  You  can  compare 
their  short  and  long  term  performance 
with  the  action  of  over  400  funds. 

Plus  a  2  issue  Guest  Subscription 
To  United  Mutual  Fund  Selector 

FILL  OUT  COUPON  AND  MAIL  TODAY 


This  entire  package  only  $2 


F7-15 


NAME 

ADDRESS. 


(please  print) 


CITY. 


.STATE. 


.ZIP. 


UNITED  Mutual  Fund  Selector 

A    Division    o'    Unit9d    Busmtss    S9r*ict    Co 

212  NEWBURY  STREET    BOSTON.  MASS   02116 

LO''er  ODcn  io  neA  Not  assignable 

Guest  Subscribers  or  ,         w  Ibout  your  consent 


The  Funds 


It's  A  Different 
World 


Six  months  ago  Boston's  Edward  C. 
Johnson  2d— "Mister"  Johnson  to  his 
admirers,  who  are  many— finally  re- 
tired. Mister  Johnson,  now  76,  was 
one  of  the  great  stars  of  the  great 
days  of  mutual  funds,  which  are,  alas, 
no  more.  His  Fidelity  Management  & 
Research  Co.  managed  $3  million  in 
1943;  30  years  later  its  portfolios 
brimmed  with  $4  billion.  Rarely  in 
all  those  years  was  he  interviewed. 
But  when  he  was,  it  was  news;  for  to 
many,  Mister  Johnson  was  not  just  a 
money  manager.  He  was  a  sage. 

The  bear  market  has  not  been  kind 
to  sages.  Fidelity's  assets  have  been 
badly  eroded  both  by  falling  stock 
prices  and  by  redemptions,  and  have 
dropped  by  30%,  to  $3  billion  in  the 
past  18  months.  Recent  stock  market 
performance  has  been  mediocre,  even 
allowing  for  the  bear  market.  Fidelity 
Trend  Fund  and  Fidelity  Capital,  two 
of  the  bigger  funds,  ranked  only  B-C 
and  B-D  in  Forbes'  latest  Mutual 
Fund  Survey  (Aug.  15,  1973).  Puri- 
tan and  Fidelity,  the  two  other  big 
ones,  did  better,  but  they  did  not  burn 
up  the  track. 

Since  the  first  of  the  year,  the  em- 
pire has  been  run  by  Johnson's  son, 
Edward  3d  (Ned),  43,  who  ended 
up  with  the  largest  block  of  manage- 
ment company  voting  stock  late  last 
year  after  his  father  converted  most 


of  his  own  shares  to  nonvoting  shares. 

Make  no  mistake  about  it.  Fidelity, 
for  all  its  reverses,  is  still  a  very  profit- 
able business.  Its  $3  billion  produces 
management  fees  of  close  to  $11  mil- 
lion a  year,  but  to  keep  the  fees  flovv- 
«  ing,  Ned  Johnson  is  going  to  have  to 
check  the  redemptions.  This  is  not  go- 
ing to  be  easy. 

Ned  Johnson  is  approaching  the 
problems  quite  differently  than  his 
father  would  have  done.  "Mister 
Johnson's  great  love  was  the  stock 
market,"  Ned  says.  "The  marketing 
aspects,  the  building  up  of  an  or- 
ganization that  has  internal  controls, 
formal  training  programs,  structured 
research,  what  I  call  the  business  side 
of  money  management,  did  not  par- 
ticularly interest  him." 

In  bull  market  days  Mister  Johnson 
didn't  have  to  worry  much  about 
these  things.  He  gave  free  rein  to 
money  management  stars  like  Gerald 
Tsai  and  Roland  Grimm,  who  now  is 
president  of  Endowment  Manage- 
ment &  Research,  which  manages 
Yale's  endowment  and  the  poorly  per- 
forming Omega  Fund  (assets:  $27 
million,  down  73%  from  its  high). 
And  these  stars  produced  results. 
These  results,  plus  a  rich  flow  of  com- 
missions from  the  Fidelity  empire,  en- 
couraged brokerage  salesmen  to  push 
Fidelity  funds.  That  was  Mister  John- 
son's way:  Build  a  better  mousetrap 
and  the  people  will  beat  a  path.  .  .  . 

But  those  were  different  days.  It's 
tough  to  build  a  better  mousetrap  in 


Johnson  3d  of  Fidelity  Fund 
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a  bear  market,  so  Ned  Johnson  is  at 
work  building  a  more  formal  organi- 
zation. Gone  is  the  star  system  of  in- 
vestment management.  Four  teams, 
each  responsible  for  a  group  of  funds 
with  similar  objectives,  make  the  in- 
vestment decisions.  With  fewer  com- 
missions to  hand  out  and  with  "re- 
ciprocal" commissions  banned  by  the 
Securities  &  Exchange  Commission, 
Fidelity  gets  less  service  from  the  bro- 
kerage houses— which  are  themselves 
badly  decimated.  So  Ned  Johnson  is 
relying  more  on  an  in-house  research 
operation  than  before.  At  the  same 
time,  he  is  slashing  away  at  costs: 
Last  April  ten  analysts  and  money 
managers  were  given  pink  slips. 

Ned  Johnson  is  also  doing  a  lot  of 
thinking  about  what  kind  of  selling 
Fidelity  will  be  using  in  the  future: 
Will  it  go  no-load?  Or  will  it  build  an 
in-house  sales  force  a  la  Investors 
Diversified  Services  or  Hamilton 
Funds?  "I  can't  say  what  we're  going 
to  do,"  says  Johnson,  "but  the  subject 
is  open  to  very  active  discussion:  Bro- 
ker-dealer sales  probably  will  not 
come  back  as  they  did  in  the  past." 

To  stem  the  tide  of  redemptions, 
Fidelity  launched  its  first  no-load 
fund,  a  short-term  money  fund  with  a 
new  wrinkle.  Shareholders  can  write 
checks  ($1,000  and  over)  against 
their  holdings.  In  effect,  at  present  in- 
terest rates,  shareholders  have  check- 
ing accounts  that  pay  them  over  10%. 

Ned  Johnson  is  well  aware  that 
Fidelity  built  its  reputation  in  the  mu- 
tual fund  business;  with  mutual  funds 
in  trouble,  he  faces  an  uphill  struggle. 
"Looking  ahead,"  he  says,  "the  mu- 
tual funds  will  clearly  play  a  less  im- 
portant role  in  the  future  growth  of 
our  organization.  The  pension  busi- 
ness is  growing  nicely  and  we  have 
a  subsidiary  in  that  field  (assets: 
$400  million).  I  think  pension  money 
will  continue  to  move  from  banks  to 
other  investment  services."  Perhaps, 
but  Fidelity  *  has  only  one  full-time 
marketing  man  in  pensions.  This  is  an 
increasingly  competitive  area,  and 
Fidelity  will  have  to  get  more  aggres- 
sive to  achieve  major  growth. 

And  what  are  the  prospects  for  mu- 
tual funds?  Ned  Johnson  is  philo- 
sophical but  not  exuberant  about  the 
prospects.  "People  will  buy  funds 
when  they  want  to,  not  when  we 
want  them  to.  Until  you  get  a  change 
in  the  stock  market,  I  don't  think 
you'll  see  much  of  a  change  in  the 
pattern  of  sales."  It's  a  different  world 
Ned  Johnson  faces  than  the  world 
where  his  father  made  his  mark.   ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


June  20,  1974 


$150,000,000 


J.  C.  Penney  Company,  Inc. 

9%  Sinking  Fund  Debentures  Due  1999 


Price  100% 

plus  accrued  interest  from  June  15,  1974 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
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The  First  Boston  Corporation 


Dillon,  Read  &  Go.  Inc. 


Kuhn,  Loeb  &  Go. 


Blyth  Eastman  Dillon  &  Go.   Drexel  Burnham  &  Go.  Goldman,  Sachs  &  Go. 

Incorporated  Incorporated 


Halsey,  Stuart  &  Go.  Inc. 

Affiliate  of  Bachc  &  Co.  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


E.  F.  Hutton  &  Company  Inc.    Kidder,  Peabody  &  Go.    Lazard  Freres  &  Go. 

Incorporated 


Loeb,  Rhoades  &  Go. 


Lehman  Brothers 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith         Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Reynolds  Securities  Inc. 

Stone  &  Webster  Securities  Corporation 


White,  Weld  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


Smith,  Barney  &  Go. 

Incorporated 

Wertheim  &  Co.,  Inc. 
Bear,  Stearns  &  Co. 


A.  G.  Becker  &  Co. 

Incorporated 


Shearson,  Hammill  &  Co. 

Incorporated 
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"Through  sheer  ability  (spelled  i-n-h-e-r-i-t-a-n-c-e) 
I  have  become  Editor-in-Chief  of  Forbes  magazine 
and  President  of  Forbes  Inc...."  the  style  is  unmis- 
takeable  even  in  the  first  two  lines  of  the  book. 

Here  then,  compiled  by  M.  S.  Forbes,  Jr.,  is  a  gen- 
erous selection  from  25  years  of  his  father's  Fact  and 
Comment— the  largest  assembly  of  outspoken  opinion 
and  unasked-for  advice  ever  bound  into  one  book. 

The  familiar  Forbes  formula  of  common  sense  pur- 
sued via  outrage  and  aphorism  is  ever  present.  Poli- 
tics, investments,  consumerism,  energy,  ecology,  peo- 
ple, transportation  are  not  spared.  Solutions  abound. 

Encounters  with,  and  opinions  of  the  prominent— 
Willard  Rockwell,  William  Buckley,  David  Packard, 
Warren  Burger,  Edgar  Bronfman,  David  Lawrence- 
have  their  rightful  place.  B.  C.  Forbes,  the  founder, 
inspires  and  admonishes. 

In  a  few  typically  pithy  paragraphs,  investment 
counsel  is  encapsulated  in  nine  points  for  success 
with  a  tailpiece  of  fourteen  errors  leading  to  losses. 


It  took 
Malcolm  Forbes 

25  years 
to  write 

this  book... 


Any  senior  executive  will  relish  Advice  from  the  Top 
—a  chapter  covering  how  to  deal  with  correspondence 
overload,  the  usefulness  or  uselessness  of  boards  of 
directors,  the  clean  desk  fetish,  the  necessity  of  glam- 
or in  annual  reports,  the  waste  basket  as  a  manage- 
ment tool. 

Fellow  masochists  will  gloat  over  Prophecies  Un- 
fulfilled, a  juicy  and  judicious  culling  in  which  Mal- 
colm Forbes  stuck  his  neck  out  and  ended  up  with  a 
severed  head,  e.g.  the  advice  to  Richard  Nixon  in  1961 
"....if  you  don't  become  Governor  of  California, 
you're  dead." 

Fact  and  Comment  represents  the  thoughts  and 
concerns  of  a  leading  businessman  and  American  who 
is  not  dismayed  by  the  problems  of  the  twentieth  cen- 
tury. If  you  like  the  magazine,  you'll  love  the  book. 
Please  order  from  your  bookseller  or  send  direct  to 
Forbes  by  filling  in  the  coupon.  Send  it  to  friends  and 
associates— it  should  be  one  of  the  hottest  business 
gifts  of  the  year. 


Just  published  by 
ALFRED  -A-  KNOPF  Jr< 
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Forbes  Inc.,  Dept.  FC,  60  Fifth  Avenue,  N.Y.,  N.Y.  10011 

Please  send  me copies  of  Malcolm  Forbes'  Fact  and  Comment 

at  the  address  below.  My  payment  of  $ covering  the 


above  copies  at  $7.95  a  copy  is  enclosed, 
and  handling.) 

Name. 


(No  charge  for  shipping 


(please  print) 


Address. 


City. 


.State. 


.Zip. 


N.Y.  State  residents,  please  add  applicable  local  taxes,  as  required  by  law. 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Depf.  of 
Commerce  retaif  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


The  Investor's  New  Views 


By  L  O.  Hooper 


Suppose  you  had  been  active  in  the 
stock  market  back  in  the  late  Sixties, 
and  your  work  had  taken  you  to  the 
neighborhood  of  the  South  Pole  for 
five  years  or  so.  You  now  return  to 
Wall  Street,  after  having  been  entire- 
ly out  of  touch  for  five  years.  You 
want  to  implement  the  news  in  your 
stock  trading  just  as  you  did  in  the 
not-too-distant  past,  when  you  did  it 
so  successfully.  What  would  you  find 
that  has  changed? 

•  Investors  are  seeking  income,  are 
much  less  interested  in  capital  gains. 

•  Caution  has  replaced  courage. 

•  Interest  rates  have  risen  to  the 
highest  levels  in  over  100  years,  and 
that  has  had  a  pronounced  effect  on 
P/E  ratios  of  stocks  as  well  as  divi- 
dend yields. 

•  The  so-called  public  still  owns 
most  of  the  stocks  (although  not  as 
high  a  percentage  of  the  whole  as 
formerly),  but  it  is  supplying  a  very 
much  smaller  percentage  of  the  trad- 
Mr.    Hooper  is  associated  with  the   New  York  Stock 

Exchange  firm  of  W.E.   Hutton  &  Co. 


ing  activity,  which  is  greatly  reduced. 

•  There  are  practically  no  "hot" 
new  issues;  and  the  hot  new  issues 
of  yesteryear  are  selling  for  a  small 
fraction  of  past  highs.  Underwriter 
firms  just  can't  sell  new  issues  of 
stocks,  whereas  five  or  six  years  ago 
they  could  not  find  them  fast  enough 
to  meet  the  demand. 

•  Stocks  are  strangely  unrespon- 
sive to  good  news  about  earnings. 
The  chemicals,  for  instance,  never  re- 
leased so  much  good  news  about  prof- 
its; but  the  market  pays  no  attention 
and  P/E  ratios  in  this  group,  which 
were  up  in  the  20s  in  anticipation, 
are  down  around  6  or  7  in  realization. 

•  A  "little"  inflation,  formerly  re- 
garded as  a  boon,  now  has  become 
"faster"  inflation,  which  has  come  to 
be  regarded  as  a  disaster,  or  at  least 
a  bane. 

•  The  "growth  ethic,"  so  long  the 
big  plus  in  the  minds  of  equity  in- 
vestors, seems  to  be  at  least  on  the 
defensive  philosophically,  with  no 
growth  or  much  smaller  growth  seem- 


ing probable,  and  perhaps  desirable. 

•  When  most  people  talk  about 
their  stock  investments,  the  burden 
of  the  conversation  is,  "How  much  I 
have  lost,"  instead  of,  "How  much  I 
have  gained." 

•  The  underwriting  business  and 
the  brokerage  business,  once  the  most 
prosperous  sector  of  the  economy,  are 
now  a  real  disaster  area.  People  are 
leaving  Wall  Street  in  droves,  either 
involuntarily  or  voluntarily.  Some  of 
the  biggest  and  formerly  highly  re- 
garded NYSE  firms  have  either  gone 
out  of  business  or  have  been  merged. 
Happily,  there  have  been  no  big  in- 
solvencies in  which  liabilities  have 
been  settled  at  a  discount. 

What  has  been  the  biggest  factor 
in  this  change?  Inflation.  What  is  the 
prospect  for  the  intermediate  and 
long-term  future?  The  near  term,  say, 
the  next  few  months  in  the  market, 
of  course,  will  be  determined  by  the 
varying  technical  position  of  the  mar- 
ket, probably  not  by  the  real  funda- 
mentals. So  we  should  not  be  too 
confused  by  what  happens  this  sum- 
mer. The  chances  are  that  the  near 
term  will  be  more  pleasant,  but  there 
appears  to  be  no  foundation  for  ex- 
pecting a  big  bull  market  to  begin. 

It  may  seem  just  "pat"  to  say  so, 
because  there  are  so  many  who  are 
saying  it,  but  the  two  main  things  to 
watch  are  inflation  and  interest  rates, 
and  these  two  factors,  are  interrelated 
and  intertwined. 

Regardless   of   any   transitory   drop 


FORBES,   JULY    15,    1974 


63 


CHAROLAIS 

m  The  Beautiful 
Opportunity 


Designed  by 
Cowmen  for 
Potential  Cowmen 


A  complete  history  of  the 
nation's  most  sought-after  and 
fastest-growing  beef  breed  and 
its  advantages  to  those  interested  in 
the  cow  business. 
Use  your  letterhead,  write  for  your 
FREE  COPY  of  the  brochure, 
"Charolais,  a  Beautiful  Opportunity". 

American-International 
Charolais  Assn. 

1610-F  Old  Spanish  Trail 
Houston,  Tex.  77025 


At  last,  Miami  has  a  new  airport  hotel 
you  could  love  even  without  the  airport 

Our  airport  hotel  can  promise  that  plus  some 
things  most  airport  hotels  can't:  A  beautiful 
lake.  And  sailboats.  And  pedal  boats.  Two 
superlative  restaurants.  A  huge  pool.  And  a 
location  that  puts  you  within  five  minutes  of 
four  golf  courses,  ten  minutes  of  Hialeah  Race 
Track,  and  fifteen  minutes  of  Miami  Beach  At 
the  Holiday  Inn  on  the  lake  near  the  airport  we 
promise  you  more  than  a  nice  place  to  sleep. 
We  promise  you  a  nice  place  to  stay 

For  reservations,  call  any  travel  agent  or  Holiday 
Inn  Reservation  Office.  Or  write:  1101  N.W.  57th 
Ave  (Red  Rd  at  East-West  Expressway.  SR  836) 
Miami,  Florida  33126.  Tele.  (305)  266-0000. 


SvuaI 
MIAMI.ri0MDA 


$10,000 


Any  Amount 
Desired  to  — 

Personal,  private.  No  security  required.  Your 
signature  only.  All  details  arranged  rapidly  by 
mail.  Reasonable  rates.  Please  mail  coupon  for 
full   information.   No  obligation. 

C.  E.  Wilson,  Vice  President 
POSTAL  THRIFT  LOANS,  INC.,  Dept. 150-07 
703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  information  in  plain  envelope. 

Name 


for  executives  and  professional  people 

LOANS  by  MAIL 


Address. 


Addr 

City. 

W*:-     ...    0 


-State- 


one  of  THE  ST.  PAUL  COMPANIES 


wies      m 


in  the  prime  rate  and  other  short- 
term  interest  charges,  the  economy 
and  investors  are  faced  with  the  prob- 
lem of  living  with  an  abnormal  cost 
for  borrowed  money  and,  almost  as 
inevitably,  with  unusual  fluctuations 
in  interest  rates.  In  plain  words,  both 
business  and  investors  are  sen- 
tenced to  live,  probably  for  a  long 
time,  with  the  high  cost  of  money. 

In  theory  this  is  a  good  time  for 
those  who  lend  money  and  a  bad 
time  for  borrowers.  Traditionally, 
too,  it  is  not,  in  itself,  good  for 
stocks.  The  stock  market  usually 
thrives  on  cheap  and  plentiful  money. 
It  would  be  contrary  to  past  experi- 
ence to  have  a  real  bull  market  when 
money  is  scarce  and  expensive. 

Furthermore,  our  great  inflationary 
prosperity  has  been  based  on  bor- 
rowed money.  Almost  everyone,  in- 
cluding governments  and  corporations 
as  well  as  individuals,  for  a  long  time 
has  been  able  to  get  anything  wanted 
through  the  credit  route.  This  has 
been  especially  true  of  our  appetite 
for  more  and  better  housing.  A  hous- 
ing boom  always  acts  as  a  multiplier 
of  prosperity,  partly  because  a  better 
home  or  a  new  home  leads  to  many 
incidental  expenditures  and  a  higher 
standard  of  family  living.  The  present 
problems  of  the  housing  industry  are 
traceable  to  the  high  cost  of  financ- 
ing new  homes,  as  well  as  to  the  un- 
availability of  mortgage  money.  More- 
over, the  interest  charges  on  houses 
already  financed  are  so  high  as  to  im- 
pair the  saving  power  of  millions  of 
middle-income  families  who,  in  more 
normal  times,  were  the  big  savers  of 
new  capital. 

For  a  long  time,  the  public  has 
been  urged  to  borrow  money.  The 
banks  and  the  finance  companies  have 
been  encouraging  it.  The  high  cost  of 
money  now  discourages  borrowing, 
and  even  the  banks  are  encouraging 
saving  rather  than  spending.  The  sav- 
er from  now  on  seems  sure  to  be 
courted  through  all  kinds  of  high  in- 
terest bait.  That  is  a  favorable  trend 
in  the  economy.  But,  unfortunately 
for  those  who  are  in  a  hurry,  it  takes 
time  to  make  savers  out  of  spenders, 
at  least  in  a  wholesale  manner.  It  is 
a  reversal  in  the  way  of  life;  and,  in 
time,  it  puts  more  emphasis  on  the 
capital  goods  industry  than  on  the 
consumption  segment  of  the  economy. 
That,  incidentally,  can  hardly  be  re- 
flected in  the  stock  market's  selectivi- 
ty, except  over  a  period  of  months  or 
years  rather  than  in  a  matter  of  weeks. 

The  bond  market  goes  down  when 
interest  rates  go  up,  and  it  goes  up 
when  interest  rates  go  down.  Unfor- 
tunately, inflation  has  made  bond 
prices  go  down  and  has  made  many 
investors    conscious    of   the   declining 


buying  power  of  bond  principal  at  a 
time  when  goods  and  services  are  ris- 
ing in  price.  The  old  theory— perhaps 
not  as  obsolete  as  some  people  think— 
is  that  money  can  earn  about  3%,  and, 
when  a  bond  yields  9%,  the  bond 
market  is  assuming  that  the  buying 
power  of  principal  is  dropping  at  the 
rate  of  about  6%  per  annum. 

Another  factor  in  the  low  price  of 
«  bonds  is  that,  for  many  companies 
that  must  raise  additional  capital,  it 
is  not  practical  to  sell  additional 
shares  at  these  prices,  so  industry 
must  sell  bonds  or  borrow  short-term 
money  at  high  rates  of  interest.  This 
is  increasing  the  supply  of  new  bonds 
all  the  time.  The  high  money  needs 
of  the  electric  utilities  happen  to  come 
at  a  time  when  the  public's  attitude 
toward  the  industry  has  been  im- 
paired by  the  Consolidated  Edison  in- 
cident. While  the  incident  itself  is 
somewhat  isolated,  it  has  called  at- 
tention to  the  major  problems  of  even 
strong  companies. 

Good  Earnings  Don't  Sell 

We  still  have  a  "don't  care"  mar- 
ket as  far  as  good  earnings  are  con- 
cerned. Many  of  the  better  oils  are 
selling  at  about  five  times  this  year's 
expected  earnings.  Monsanto  Chemi- 
cal, which  is  expected  to  earn  $10  a 
share  or  more  this  year  and  has  good 
prospects  in  1975,  is  selling  at  65. 
Union  Carbide,  earning  about  $7,  is 
around  40.  American  Smelting,  earn- 
ing $6  or  more,  is  around  20.  Kennc- 
cott,  which  easily  may  earn  $7,  is 
around  33.  These  stocks  apparently 
are  not  on  the  buying  lists  of  institu- 
tions, and,  without  some  institutional 
leadership,  the  public  seems  indif- 
ferent. Of  course,  one  negative  factor 
is  that  the  dividend  returns  on  such 
issues  are  not  competitive  with  in- 
terest on  bonds.  Investors  are  much 
more  income  conscious  than  they  were 
in  the  days  when  they  were  more 
optimistic  about  capital  gains  and 
when  interest  rates  were  lower. 

It  is  one  thing  to  say  that  storks 
are  cheap— and  in  many  cases  they 
arc  very  cheap.  It  is  another  thing  to 
say  that  they  are  attractive.  The  in- 
vestment public  senses  the  many  un- 
certainties, even  if  it  docs  not  under- 
stand them.  Much  is  already  discount 
ed  in  prices— but  how  much?  And 
again,    how     much    "bad"    is    there    to 

be  discounted? 

This  column,  please  understand,  is 
being  written  to  outline  the  present 
broader  outlook  for  equities.  It  has 
no  special  bearing  on  what  ina\  OCCU1 
in  July,  August  or  September 

I'm  going  fishing!   So  that    I    may 
clear  my  mind  completely  For  I  while, 
I  shall   omit  my  column   in   the    \ 
I  and  Aug.  I  5  issues.  ■ 
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Doom— Or  Just  Gloom? 


By  Heinz  H.  Biel 


Is  doomsday  just  around  the  corner, 
or  are  we  experiencing  nothing  worse 
than  a  feeling  of  the  kind  of  deep 
pessimism  that  is  typical  of  a  bear 
market  near  its  bottom?  It's  not  only 
we  Americans  who  ask  this  question. 
If  you  read  the  London  Economist 
and  listen  to  the  voices  of  distin- 
guished economists,  both  here  and 
abroad,  you  begin  to  wonder  whether 
we  can  escape  the  horrors  of  a  world- 
wide depression  the  like  of  which  we 
have  not  seen  in  over  four  decades. 

I  wish  I  could  be  completely  reas- 
suring that  there  is  no  Armageddon  in 
our  foreseeable  future.  All  I  can  say 
is  that  is  not  impossible.  The  econo- 
mies of  most  countries  in  the  Free 
World  are  being  subjected  to  stresses 
that  could  prove  intolerable,  at  least 
for  some.  So  much  has  been  said 
about  inflation  and  balance-of-pay- 
ments  problems  that  there  is  no  need 
further  to  belabor  these  points.  Both 
problems  are  severely  aggravated  by 
the  oil  price  explosion.  The  greatest 
danger,  however,  is  the  possible  col- 
lapse of  an  overextended  credit  struc- 
ture. I  cannot  forget  that  the  Great 
Depression  was  kicked  off  by  the  fail- 
ure of  a  bank  in  Vienna  (the  Oester- 
reichische  Kreditanstalt),  and  after 
that  the  dominoes  began  to  topple  all 
over  the  world.  And  now  comes  the 
collapse  of  the  Herstatt  bank,  one  of 
West  Germany's  largest  private  banks. 

All  this  may  only  be  an  economist's 
nightmare.  Hopefully,  the  pessimists 
will  be  as  wrong  as  was  Mr.  Avery, 
then  Montgomery  Ward  chairman, 
who  in  the  1940s  bet  on  the  inevitabil 
ity  of  a  pQstwar  depression— and  lost. 

What  can  an  investor  do  to  pro- 
tect himself  against  those  horrible  pos- 
sibilities? Buy  gold  when  that  be- 
comes legal,  or  Swiss  francs?  That 
may  give  him  some  peace  of  mind. 
I  would  do  that  on  a  small  scale,  just 
for  the  same  reason  one  buys  fire  in- 
surance, i.e.,  paying  a  premium  and 
hoping  that  .nothing  will  happen.  But 
one  shouldn't  go  overboard  in  this 
storm-cellar  approach  to  investing. 
Unfortunately,  only  experts  can  afford 
to  dabble  in  real  estate,  art,  antiques, 
stamps,  coins  and  such.  So  we  come 
back  to  common  stocks,  and  here  one 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


should  follow  a  simple  rule:  Don't 
overextend  yourself  and  don't  com- 
promise on  quality. 

Three  Groups  Under  Pressure 

The  aftereffect  of  Con  Ed's  divi- 
dend omission  on  the  entire  electric 
utility  industry  has  been  gruesome. 
The  Dow  Jones  utility  stock  average 
has  declined  to  the  lowest  level  since 
1957,  when  earnings  and  dividends 
were  much  smaller  than  they  are  to- 
day. Individual  investors  who  had 
bought  utility  stocks  as  minimum-risk 
investments,  providing  a  fair  and 
gradually  rising  income  which  they 
believed  to  be  absolutely  secure,  are 
approaching  the  point  of  panic. 

I  doubt  that  these  almost  hysterical 
fears  are  warranted.  Yes,  there  may 
be  some  dividend  cuts,  but  I  don't 
expect  any  omissions,  at  least  not 
by  any  of  the  major  electric  utilities. 
In  a  touch-and-go  case  like  Consum- 
ers Power,  recently  selling  as  low  as 
11  to  yield  18%(!)  on  its  $2  dividend 
rate,  the  decision  will  be  known  short- 
ly. It  looks  like  a  cut  may  be  un- 
avoidable. The  price  damage  is  done, 
however,  and  I  don't  see  good  reasons 
Jor  dumping  at  this  late  stage.  In 
some  cases  it  may  still  be  possible  to 
switch  to  a  more  strongly  situated 
utility  stock  without  an  undue  sacri- 
fice in  price  and  yield. 

The  Franklin  National  Bank  disas- 
ter is  not  the  only  reason  why  the  in- 
vestment image  of  even  the  most  high- 
ly respected  banks  has  become  a  bit 
tarnished  lately.  Bank  stock  analysts 
don't  like  a  greatly  strained  loan/ de- 
posits relationship.  They  believe  that 
the  banks  are  using  the  very  short- 
est-term money— CDs  and  Euro  (or 
Petro)  dollars  for  extending  record 
amounts  of  business  loans. 

The  banks  are  feeling  a  liquidity 
pinch,  but  the  Fed  cannot  and  will 
not  allow  a  liquidity  crisis  that  would 
bring  down  the  country's  entire  credit 
structure  to  develop.  No  price  would 
be  too  high  to  prevent  such  a  calam- 
ity. According  to  Citicorp's  prospectus, 
covering  its  new  issue  of  "floating  in- 
terest rate"  notes,  more  than  one-half 
of  the  bank's  deposits  originate  in 
overseas  offices.  Opinion  may  be  di- 
vided whether  this  is  sound  banking, 
but  the  stock  market  seems  to  say  no. 


I  don't  think  that  bank  stocks  will  go 
to  pot,  but,  like  utilities,  they  may  be 
below-average  performers  for  a  while. 

When  stocks  like  Royal  Dutch  sell 
for  less  than  3  times  earnings,  and 
such  (former?)  blue  chips  like  Mo- 
bil, Standard  Oil  of  California  or  Tex- 
aco command  P/Es  of  only  a  little 
over  4,  then  something  must  be  terri- 
bly wrong.  Of  course,  we  make  allow- 
ance for  the  fact  that  these  reported 
earnings  are  inflated  by  inventory 
profits,  and  for  all  the  ugly  things 
that  our  newly  won  Arab  friends  will 
do  to  these  companies.  I'm  aware, 
too,  that  the  industry  has  become  the 
whipping  boy  of  all  politicians  who 
need  relief  from  frustrations.  Still,  I 
can  only  conclude  that  inherently 
these  stocks  are  worth  a  lot  more  than 
they  are  selling  for— maybe  not  right 
now,  but  before  too  long.  Mobil  Oil  at 
least  has  the  guts  to  get  up  and  fight. 
If  the  politicos  don't  want  to  allow  a 
fair  profit  on  new  investments  in  oil, 
let  Mobil  use  its  money  to  buy  Marcor. 
Or  let  the  courts  decide  whether  this 
would  violate  the  antitrust  laws. 

In  the  previous  issue  I  commented 
on  the  phenomenal  job  done  by  Boe- 
ing in  slashing  its  debt  and  putting 
its  financial  house  in  apple-pie  order. 
Here's  another  company,  and  this  one 
not  only  has  no  debt,  but  has  cash 
and  equivalents  of  $61.7  million,  equal 
to  nearly  5  times  current  liabilities 
(there  are  no  others).  It  has  a  rather 
spectacular  record  of  growth  in  sales, 
in  earnings,  in  per-share  profits,  in 
dividends  and,  believe  it  or  not, 
even  in  its  profit  margin. 

This  rare  bird  is  Petrie  Stores  (37), 
which  presently  operates  some  280 
stores,  mostly  in  shopping  center  lo- 
cations, selling  moderate-priced  wo- 
men's wear  in  31  states  plus  Puerto 
Rico.  This  is  a  lean  and  efficient  op- 
eration. Since  the  boss  and  founder, 
Milton  Petrie,  owns  some  63%  of  the 
company,  worth  $160  million,  he 
doesn't  need  the  usual  trappings  of 
luxury  like  Park  Avenue  offices.  The 
home  office  is  in  Secaucus,  N.J.  Last 
year  Petrie's  inventories  seemed  to 
have  been  turned  over  about  once  a 
month,  which  I  believe  speaks  for  it- 
self. Regardless  of  how  good  or  bad 
the  American  economy  will  be  in  the 
year  or  years  ahead,  women  will  con- 
tinue to  buy  clothes.  And  what  could 
be  more  comfortable  than  an  invest- 
ment in  a  company  that  is  virtually 
swimming  in  cash,  lending  money 
rather  than  borrowing  it?  Petrie, 
on  the  NYSE,  sold  at  80  last  year. 
That  was  a  bit  high  in  relation  to 
1973  earnings  of  $2.57  a  share.  The 
present  price  is  more  reasonable.  ■ 


John  Schulz  is  out  of  town.  His  col- 
umn will  appear  in  the  next  issue. 
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Overseas  Commentary 

Great  Britain- 
Worth  a  Gamble 

By  Walter  Oechsle 


The  questions  and  problems  facing 
the  major  world  economies  are  taking 
Far  longer  to  resolve  than  most  prog- 
nosticators,  including  myself,  have 
been  anticipating.  The  big  problems- 
no  news  to  anyone— are  inflation,  re- 
cession and,  probably  most  impor- 
tant, the  oil  crisis.  Most  economies  and 
economists  have  coped  with  inflation 
and  recession  before,  but  what  makes 
the  present  situation  so  uncertain  is 
the  compounding  of  these  two  prob- 
lems by  the  oil  crisis.  Neither  the 
world  nor  its  economists  have  faced 
this  combination  of  dangers  before. 
The  result  has  been  maximum  uncer- 
tainty—which has  always  been  poison 
for  stock  markets,  and  the  present 
situation  is  no  exception. 

And  these  uncertainties  do  not 
seem  to  be  at  their  maximum.  Isn't 
the  monetary  system  still  in  a  sham- 
bles? Aren't  Italy  and  Great  Britain 
on  the  verge  of  bankruptcy?  The  "bil- 
lion-dollar-a-month  trade  deficit  club" 
will  most  likely  not  only  include  Italy, 
France  and  Great  Britain  in  the  near 
future,  but  it  could  well  be  joined  by 
the  U.S.  Only  partly  facetiously,  the 
question  arises  as  to  what  will  happen 
once  this  club  is  joined  by  economic 
giants  such  as  Denmark  or  Liechten- 
stein and  to  what  numbers  the  charter 
members  will  have  advanced  by  then. 

In  my  December  column  I  sug- 
gested—in some  instances,  premature- 
ly—that bargain  hunting  in  individual 
securities  around  the  world  definitely 
seemed  to  be  in  order.  Specifically,  I 
mentioned  some  of  the  world's  leading 
companies  based  outside  the  United 
States.  I  continue  to  feel  that  over  the 
longer  term  these  companies  will 
prove  to  be  excellent  investments.  In 
a  somewhat  different  vein,  I  am  now 
tempted  to  go  bargain  hunting  for  en- 
tire markets  rather  than  for  specific 
securities.  As  of  this  writing,  the 
British  market  is  tumbling  to  new 
lows  day  after  day.  Recently  it  de- 
clined a  staggering  10%  within  a  mere 
five-day  period.  A  string  of  companies 
is  near  bankruptcy;  labor  problems 
are  nowhere  nearer  a  solution  than 
they  were  six  months  ago.  In  brief, 
things  are  rather  in  a  mess. 

I  appreciate  the  dangers  in  bargain 
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hunting.  Was  Penn  Central  a  bargain 
at  $35,  having  dropped  from  $85? 
With  the  benefit  of  hindsight,  obvi- 
ously not.  So  why  should  the  British 
market  at  245,  having  declined  from 
a  530  level  only  two  years  ago,  be  a 
bargain  now?  I  do  not  consider  myself 
capable  of  picking  the  exact  bottom 
in  any  market,  but  I  am  aware  that 
trends  tend  to  feed  on  themselves  and 
in  due  time  they  also  exhaust  them- 
selves. I  suspect  that  in  Britain  we 
are  close  to  exhaustion! 

Self-Sufficient  in  Oil 

To  return  to  the  analogy  between 
stock  markets  and  individual  securi- 
ties: At  the  time  of  the  Penn  Central 
bankruptcy,  bargain  hunting  in  some- 
what similar,  but  basically  healthy, 
companies  proved  to  be  rather  fruit- 
ful. At  the  moment,  Italy  is  the  prime 
candidate  for  bankruptcy,  with  En- 
gland a  rather  distant  second.  There- 
fore, I  prefer  Great  Britain  to  Italy 
as  a  recovery  candidate,  because 
Italy  might  just  be  permitted  to  be- 
come the  Penn  Central  of  the  world 
stock  markets.  Moreover,  despite  all 
of  the  problems  in  Great  Britain, 
there  are  also  strengths  that  will  come 
to  the  fore  in  due  time.  Some  of  these 
include  the  expertise  and  adaptability 
of  her  financial  institutions,  the  over- 
all resiliency  of  her  people  and,  last 
but  not  least,  her  North  Sea  oil.  The 
latter  will  make  her  self-sufficient  in 
energy  by  1980  and  will  have  a  more 
favorable  impact  on  her  balance  of 
trade,  a  factor  not  envisoned  for  any 
other  major  economy. 

Of  course,  the  problems  and  uncer- 
tainties are  not  to  be  overlooked;  yet 
this  would  appear  to  be  true  for  most 
countries,  not  just  Great  Britain.  The 
immense  power  amassed  by  the  Arab 
countries  at  current  price  levels  for 
oil  is  practically  beyond  comprehen- 
sion and  is  intolerable.  These  surplus 
funds  available  to  the  Arab  countries 
would  exceed  in  two  or  three  years' 
time  the  stock  market  capitalizations 
of  the  major  European  countries. 

It  seems  to  me  that  the  British 
stock  market  has  discounted  all  these 
problems  more  than  the  other  mar- 
kets have.  Investment  in  the  British 
market  currently  should  prove  more 
rewarding  over  the  long  term  because 


it  will  either  go  up  more,  or  decline 
less,  than  the  other  major  stock  mar- 
kets. Again,  I  caution,  this  is  by  no 
means  a  sure  thing.  It  is  a  gamble 
that,  certainly  on  a  relative  basis,  pes- 
simism in  Britain  has  been  overdone. 

In  line  with  this  thinking  I  suggest 
that  investment  in  the  British  market 
be  hedged  by  positions  in  South 
African  gold  shares.  I  am  recom- 
mending this  approach  even  though 
only  two  months  ago  I  recommended 
profit-taking  in  the  gold  shares,  which, 
incidentally,  did  not  turn  out  to  be 
bad  timing.  Historically,  gold  shares 
have  moved  counter  to  the  major 
moves  in  the  British  market,  though 
during  the  past  few  months  both  have 
declined  rather  sharply.  I  expect  them 
to  move  in  a  more  traditional  manner 
in  the  near  future.  On  the  other  hand, 
I  would  not  be  surprised  if  for  awhile 
both  the  British  market  and  the  gold 
shares  moved  up  at  the  same  time. 

My  optimism  for  gold  shares,  short 
term,  is  that  they  appear  to  provide 
the  only  feasible  near-term,  though 
temporary,  solution  to  the  oil  problem. 
The  Washington  agreement  to  permit 
certain  countries,  principally  Italy,  to 
use  gold  at  market  related  prices  as 
collateral  for  loans  represents,  in  my 
opinion,  a  reentry  of  gold  into  the 
international  monetary  system  through 
the  back  door.  Assume,  for  example, 
that  Germany  lends  Italy  money  col- 
lateralized by  gold,  valued  at  $120 
an  ounce.  Initially,  Germany  would, 
of  course,  be  interested  in  setting  as 
low  a  price  as  possible  for  the  col- 
lateral; Italy,  as  high  a  price  as  pos- 
sible. But  at  the  moment  the  loan  is 
granted,  both  Italy  and,  more  im- 
portantly, Germany  have  a  vested  in- 
terest in  a  much  higher  price  of  gold. 

As  the  practice  of  loans  collatera- 
lized by  gold  spreads  to  other  coun- 
tries, the  number  of  parties  interested 
in  as  high  a  price  of  gold  as  possible 
increases.  At  present,  the  floor  for  the 
price  of  gold  is  the  artificially  low 
official  price  of  $42.20  per  ounce.  The 
minute  gold  is  used  as  collateral  for 
loans  at  whatever  market-related- 
price,  that  price  becomes  a  new  and 
substantially  higher  floor.  In  addition, 
the  many  uncertainties  still  prevailing 
in  the  major  economies  would  also 
tend  to  bolster  the  free  price  of  gold 
to  a  level  substantially  above  whatever 
the  new  floor  price  will  be. 

On  balance,  I  am  confident  thai  I 
hedged  gamble  on  Great  Britain 
makes  good  sense,  particularly  if  you 
stick  to  the  quality  companies  men- 
tioned in  this  column  before,  both  in 
Great  Britain  and  in  South  Africa  (.w< 
May  15  and  Oct.  15,  1973  for  gohl 
stocks;  Feb.  15  for  British  shares). 
Odds  are  you  won't  make  a  killing, 
but  you  won't  get  killed,  either.  ■ 
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Hedging  via  Convertibles 

By  Robert  Stovall 


Back  in  the  day  when  the  prices  of 
bonds  and  stocks  usually  moved  in 
opposite  directions,  formula  timing 
was  a  widely  practiced  investment 
technique.  As  interest  rates  did  not 
move  in  the  wide  swings  we  have  ex- 
perienced since  1966,  and  as  any  in- 
flation rate  above  3%  was  considered 
anathema,  bond  and  stock  prices  re- 
flected gradations  of  confidence.  In 
periods  of  optimism,  common  stock 
prices  rose,  dividend  yields  declined 
and  bonds  just  reflected  the  cost  of 
renting  money.  In  times  of  gloom,  in- 
vestors deserted  stocks  for  the  great- 
er safety  of  fixed-income  securities. 
Bond  prices  usually  rose  relative  to 
stock  prices,  which  faded  until  their 
yields  were  above  yields  available  on 
even  speculative  bonds. 

Formula-timing  techniques— where- 
by investors  moved  their  percentage  of 
investments  in  bonds  relative  to  stocks 
up  or  down  in  keeping  with  changes 
in  available  yields— subsequently  gave 
way  to  risk/ reward  ratios.  These 
zeroed  in  on  the  amount  of  loss  ver- 
sus the  amount  of  gain  deemed 
achievable  in  pure  equity  investment. 
Thus  far  this  year  there  has  been  no 
reward,  just  varying  degrees  of  risk. 
Because  of  inflation  and  the  rapidly 
expanded  money  supply,  bond  prices 
and  stock  prices  now  tend  to  move 
together. 

The  unusual  circumstances  of  the 
past  several  months  have  produced  a 
demirecession  coexisting  with  a  surge 
in  loan  demand  which  propelled 
short-term  interest  rates  to  alltime 
high  levels.  The  hunger  for  borrowed 
money  may  mean  that  whatever  re- 
cession there  was  is  over.  Or  it  may 
be  that  corporate  financial  decision 
makers  are  engaged  in  a  desperate 
act  of  refinancing  to  relieve  cash 
strains,  rather  than  preparing  for  a 
healthy  business  recovery.  Since  early 
in  the  year,  the  stock  market  has 
been  dominated  by  a  debilitating 
stretch  of  dullness.  Share  prices  are 
lucky  to  hold  steady  on  the  release 
of  good  corporate  news;  they  are  in- 
variably mugged  on  bad  news. 

Accompanying  these  wallowing 
stock  prices  has  been  a  "yield  rally" 
in  the  bond  market  that  has  dropped 
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bond  prices  at  least  as  steeply  as 
stock  prices  while  once  again  pushing 
yields  on  top  quality  bonds  up  over 
the  "magic  9%  area."  Since  coupon 
rates  on  outstanding  bonds  are  fixed, 
prices  of  bonds  vary  inversely  with 
general  interest  rates.  If  costs  of  hir- 
ing money  rise,  prices  of  outstanding 
bonds  fall,  so  that  the  current  yields 
on  these  bonds  remain  approximately 
competitive  with  newly  issued  higher 
coupon  bonds.  Eventually,  should  in- 
terest rates  decline,  as  is  the  general 
expectation,  bond  prices  will  rise. 

That  these  are  outstandingly  dis- 
piriting times  most  bond  and  stock 
investors  would  agree.  Where  the  top 
in  short-term  money  rates  is,  no  one 
knows,  but  it's  a  cinch  that  it  is  clos- 
er now  with  the  prime  rate  near  12% 
than  it  was  in  March  when  the  prime 
was  under  9%.  Also,  the  bottom  in 
the  stock  market  is  closer  to  an  800 
Dow  than  to  850  or  900. 

If  asked  to  describe  the  perfect  in- 
vestment in  mid-summer  1974,  almost 
anybody  would  include  the  following 
characteristics:  safety  of  principal, 
high  current  return  and  capital-gain 
potential.  Perfection  is  not  available 
in  this  vale  of  tears,  but  convertible 

m 

securities  do  offer  an  attractive  blend 
of  the  searched-for  attributes.  Con- 
vertible bonds,  selling  at  varying  dis- 
counts from  par  value,  currently  pro- 
vide high  income  to  holders  over  a 
long  period  of  time.  If  held  to  ma- 
turity a  bond  bought  at  discount 
from  issue  price  guarantees  the  owner 
a  capital  gain  upon  redemption;  an 
intermediate  capital  gain  exists  should 


there  be  an  upward  price  move  in  the 
underlying  common  stock;  a  down- 
swing in  interest  rates  would  presum- 
ably spark  a  sympathetic  rally  in  bond 
prices,  as  would  the  potential  of  an 
offer  by  the  issuing  company  to  re- 
purchase or  exchange  the  bonds. 

Since  bond  prices  and  stock  prices 
now  move  in  concert  rather  than  con- 
trapuntally,  the  value  of  convertible 
bonds  is  dually  measured  as  to  what 
they  are  worth  as  yield  instruments 
and  as  equity  instruments.  As  a  gener- 
ic class,  convertibles  are  now  unusu- 
ally depressed.  Consequently,  in  any 
joint  recovery  move,  they  also  offer  a 
dual  upside  potential,  as  they  would 
probably  react  favorably  both  to  the 
downward  moves  in  interest  rates  and 
to  upward  moves  in  common  stock 
prices,  which  would  most  likely  fol- 
low. Just  because  convertible  bonds 
are  senior  securities  (and,  assuming 
the  continued  solvency  of  the  issuing 
corporation,  will  be  redeemed  at  par 
value  at  maturity  date)  does  not 
mean  that  all  are  equally  desirable. 
Strict  criteria  are  best  employed  in 
evaluating  convertible  bonds. 

To  like  a  convertible  the  investor 
must  first  like  the  underlying  equity. 
The  bonds  should  be  ranked  B  or  bet- 
ter by  Standard  &  Poor's;  they  should 
be  listed  on  a  national  exchange;  they 
should  be  marketable  and  currently 
trading  actively.  In  the  present  envi- 
ronment the  minimum  current  yield 
should  be  at  least  6%.  The  earnings 
on  the  common  should  show  a  signif- 
icant profitability  and  a  stable  or  im- 
proving trend.  The  conversion  premi- 
um over  the  common  should  be  high, 
and  the  common  stock  should  be  low 
in  relation  to  recent  history.  The 
company's  industry  position  should 
be  secure  enough  so  that  insolvency 
under  adverse  general  economic  con- 
ditions would  be  a  remote  possibility 
during  the  life  of  the  bond.  With 
these  criteria  in  mind,  ten  examples 
of  convertible  bonds  are  given,  just 
to  show  the  kinds  of  values  which  are 
currently  obtainable  in  this  area.   ■ 


10  Discounted  Convertible  Bonds 

S&P 

Conversion 

Bond 

Current 

Yield  to 

Bond 

Rating 

Price 

Price 

Yield 

Maturity 

Allied  Stores  4 V2's '92 

BBB 

$44.50 

$61 

7.4% 

8.85   % 

Alcoa  5V4's  '91 

BBB 

56.67 

87 

6.00 

6.517 

MacMillan  4's  '92 

BBB 

24.69 

55 

7.27 

9.158 

Marcor  5's  '96 

BBB 

37.22 

76 

6.58 

7.19 

Pennzoil5V4's'96 

BB 

38.25 

68 

7.72 

8.51 

Pittston  4's  '97 

BBB 

61.00 

49 

8.16 

9.49 

Reynolds  Metals  41/2's  '91 

B 

60.94 

58 

7.76 

9.60 

Storer  Broad.  41/2's '86 

B 

47.87 

60 

7.50 

10.60 

Uniroyal5V2's'96 

BB 

25.38 

59 

9.32 

10.25 

Zapata  43A's  '88 

B 

53.00 

57 

8.33 

10.88 
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three  months  and  the  next  three  months. 

This  special  introductory  trial  is  offered 
to  new  subscribers  only  because  a  large 
percentage  of  those  who  once  try  Value 
Line  for  three  months  elect  to  continue 
as  full  term  subscribers  at  standard  rates. 


The  increase  in  circulation  thus  effected 
enables  us  to  provide  a  comprehensive 
investment  survey  to  existing  subscribers 
at  a  much  lower  fee  than  would  be 
required  with  a  smaller  circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and 
figures,  as  well  as  Value  Line's  projected 
performance  ratings,  on  more  than 
1550  widely-held  stocks  in  67  industries. 

You'll  also  get  analyses  and  forecasts  of 
the  national  economy  and  the  stock 
market.  ..guidance  on  current  investment 
policy . . .  plus  Value  Line's  "Especially 
Recommended  Stock  of  the  Week"  and  the 
monthly  "Special  Situation." 

To  take  advantage  of  this  special 
introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus 
in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


WT  The  Value  Line  Investment  Survey 


ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  NY.  10017 


□  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

[  !  Payment  enclosed      G  Bill  me  for  $224 


Signature 


J  16H15 


Name  (please  print) 

Address 

City 

State 

Zip 

If  dissat.^'ied  for  any  reason,  I  may  return  the  ma- 
terial withm  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  niease  add  aopiicabie  sales  lax   Foreign  rates 
t  on  reciuest.  (No  assignment  ol  this  agreement  will 
be  made  without  subscriber's  consent.) 


^  — , 


Readers  Say 

(Continued  from  page  7) 

would  suggest  that  factors  other  than 
the  Oregon  Bottle  Bill  are  at  work, 
and  such  is  the  case.  Oregon  has  strict 
antilitter  laws  which  are  vigorously 
enforced.  They  put  people  in  jail  for 
littering  in  Oregon.  Thousands  of  dol- 
lars have  been  collected  in  fines.  This 
is  not  the  case  in  any  other  state  to 
my  knowledge. 

—Ovid  R.  Davis 

Vice  President, 

The  Coca-Cola  Co. 

•    Atlanta,  Ca. 

In  Real  Money 

Sir:  Your  analysis  concerning  the 
piece  of  land  bought  for  $100,000 
and  sold  ten  years  later  for  $200,000 
(June  15)  did  not  take  into  account 
the  present  value  of  money.  The  pres- 
ent value  of  the  deal  after  ten  years  is 
a  minus  $14,750. 

—Norman  G.  Samet 
High  Point,  N.C. 

Sir:  You  didn't  explain  that  the 
chart  "The  Land  Price  Roller  Coaster" 
indicates  the  fluctuations  above  and 
below  a  normal  trend  line,  which  ad- 
vanced steadily  in  the  147  years  from 
1813  to  1960.  Actual  land  values 
would  have  to  be  shown  on  a  semi- 
logarithmic  chart. 

—Homer  Hoyi 

President 

Homer  Hoyt  Associate* 

Washington,  D.C 

On  Brokers 

Sir:  Stockbroker  Rasmussen  (The 
Money  Men,  July  1)  says,  "The  bro- 
ker has  to  generate  commissions  to 
pay  his  rent.  At  the  end  of  the  produc- 
tion month,  as  payday  rolls  around, 
he  starts  calling  clients  and  making 
recommendations."  Maybe  anemic 
brokerage  houses  should  make  every 
day  a  payday. 

—Howard  Marshall 
New  York,  IVY 

Sir:  No  sooner  did  I  read  your  arti- 
cle, than  my  broker  almost  immediate- 
ly called  me  with  the  statement  thai 
several  top  men  in  his  firm— one  ol  the 
most  highly  regarded  in  the  coun- 
try—saw a  strong  technical  rally  coin- 
ing  in  the  near  future  and  that  1 
ought  to  buy.  I  told  him  I  would  he- 
lieve  a  rally  when  1  law  it.  Well,  wo 
did  get  that  rally.  The  market  went  up 
that  day,  but  the  next  day  it  well 
down,  putting  us  right  back  where  \\> 
started. 

—El  LEN  \\  OODRIFI 

Arlington,  Ya 
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TAPPAN 

means  much  more 
than  Kitchen  Ranges 

We're  a  diversified  and  growing  manu- 
facturer of  many  other  appliances  in- 
cluding countertop  microwave  ovens, 
dishwashers,  compactors,  kitchen  cab- 
inets, bathroom  vanities,  and  air  condi- 
tioning and  heating  equipment. 
Our  1973  sales  were  $249  million.  This 
compares  with  $220  million  a  year 
earlier. 

We  have  seven  manufacturing  facilities, 
a  nationwide  network  of  distribution 
centers,  and  more  than  3,600  agencies 
in  our  Sentinel  Service  organization. 
We're  international,  too,  with  licensees 
in  1 1  countries  and  subsidiaries  or  joint 
ventures  in  five  countries. 
To  learn  more 
about  us  .  .  . 


Write  for  our 
ANNUAL  REPORT 


The  Tappan  Company 

Tappan  Park 
Mansfield,  Ohio  44901 
Serving  the  Heart  of  the  Home 


For  people 

who  have  a  thing 

about,  golf 


(39WK 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Wr'te  for  brochure: 
Ralph  L  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  Lakes  Inn 

&  Country  Club 


JETS 


BID  and  ASK  activity 
on  most  biz-jets  daily 


Omni'sTrading  Floor 

BE  SURE  .  .  .  (202)  331-8000 
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-pi  I  on  the 

I  hOUgntS  . . .  Business  of  Life 


Successful  salesmen,  authors, 

executives  and  workmen 

of  every  sort  need  patience. 

The  great  liability  of  youth 

is    not    inexperience   but    impatience. 

William  Feather 


Routine  is  a  ground  to  stand  on, 

a  wall  to  retreat  to; 

we  cannot  draw  on  our  boots 

without  bracing  ourselves  against  it. 

Henry  David  Thoreau 


The  real  price  of  everything 
Is  the  toil  and  trouble 
of  acquiring  it. 
Adam  Smith 


The  journey  of  a  thousand  miles 
begins  with  one  step. 
Lao-Tse 


The  lure  of  the  distant  and  the 
difficult  is  deceptive.  The  great 
opportunity  is  where  you  are. 
John  Burroughs 


By  experience  we  find  out 

a    short   way   by    a    long    wandering. 

Roger  Ascham 


The  desire  for  safety  stands  against 
every  great  and  noble  enterprise. 
Tacitus 


You  cannot  find  a  short  cut 

to  climb  a  ladder,  can  you?  The 

only  safe  way  is  to  move  up 

one  step  at  a  time. 

By  watching  your  movements 

intently,  by  using  your  head,  your 

hands  and  your  feet  intelligently, 

you  have  every  chance  of  reaching 

the  top  without  disaster. 

B.C.  Forbes 


Success  is  a  journey- 
not  a  destination. 
H.  Tom  Collard 


Often  when  economic  pressure 
is  lifted,  a  man  must 
pump  back  into  himself 
a  feeling  of  must. 
A.F.  Osborn 


In  prosperity,  caution; 
in  adversity,  patience. 
Dutch  Proverb 


To  travel  hopefully  is  a  better  thing 
than  to  arrive,  and 
the  true  success  is  to  labour. 
Robert  Louis  Stevenson 


The  test  of  a  vocation  is 

the  love  of  the  drudgery  it  involves. 

Logan  Pearsall  Smith 


Adversity  is  the  trial  of  principle. 
Without  it,  a  man  hardly  knows 
whether  he  is  honest  or  not. 
Henry  Fielding 


The  greatest  object  in  the  universe, 

says  a  certain  philosopher, 

is  a  good  man  struggling  with 

adversity;  yet  there  is  still 

a  greater,  which  is  the  good  man 

that  comes  to  relieve  it. 

Oliver  Goldsmith 


Nearly  all  men  can  staml   adversity, 
but  if  you  want  to  test  a  man's 
character,  give  him  power. 
Abraham  Lincoln 


In  order  to  acquire  intellect 
one  must  need  it.  One  loses  it 
when  it  is  no  longer  necessary. 
Fbjedrich  W.  Nietzsche 


Whatever  we  succeed  in  doing 
is  a  transformation  of  something 
we  have  failed  to  do. 
Thus,  when  we  fail,  it  is 
only  because  we  have  given  up. 
Paul  Valery 


A  man  begins  cutting  his 

wisdom  teeth  the  first  time 

he  bites  off  more  than  he  can  (hew 

Herb  Caen 


The  path  of  least  resistance 
is  what  makes  rivers 
run  crooked. 
Elbert  Hubbard 


For  want  of  a  block, 

man  will  stumble  at  a  straw 

Jon  \  in  w  Sw  ii  i 


More  than  3,000  "Thoughts,''  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
S       Sen)  York  City,  81.) 


A  Text . . . 


Sent  in  by  A.J.  Dresner,  Newington, 
Conn.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  traders 
of  texts  used. 


And  l  sought  for  a  man  among  them, 
that  should  make  up  the  hedge,  and 
stand  in  the  gap  before  me  for  tin' 
land,  that  I  .should  not  destroy  it:  hut 
I  found  none. 

K/ikii  i.  22:30 
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When  Oil  Money  Pours 
Into  The  Land  Of  The  Nile 
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Diamond  International 
can  box  you,  wrap  you, 


mold  you,  display  you, 

label  you,  form  you, 

print  you,  cap  you, 

can  you,  automate  you, 


spray  you,  promote  you. 


.WW  Bottles^ 


And  that's  just  our  packaging. 

Last  year  we  sold  over  $180  million  worth  of  packaging  products. 

But  that's  just  one  side  of  us.  We  can  also  house  you.  Light  you 
(Diamond  Match®). Tissue  you  (Vanity  Fair*).  Play  you  (U.S.  Play- 
ing Card®).  Systematize  you.  Bankcheck  you.  Paper  plate  you. 

We  can  Annual  Report  you,  too.  Send  for  a  copy. 

'JKl'O   IMTKRJMATIOIMAL  CORPORATION 


733  Third  Avenue.  New  York,  N.Y.  10017     Packaging  •  Printing  •  Paper  •  Machinery  Systems  •  Building  Materials  •  Consumer  Proc 


BURLINGAME 

AUG     1  1974 

LIBRARY 


If  there  were  more  White  Jackets  in  this  country, 

it  would  be  a  better  country 


If  you  ever  attend  a  Homecoming  at  the  College  of  William  and  Mary, 
you'll  see  a  famous  Governor,  or  a  College  President,  perhaps  a  prominent 
editor,  famous  doctors,  lawyers,  bankers,  business  executives,  ministers, 
civic  leaders  —  all  proudly  wearing  white  jackets.  That  signifies  these 
men  earned  all  or  most  of  their  way  through  college,  waiting  on  table. 

They  weren't  ashamed  of  menial  labor,  they  didn't  hold  out  for  the 
job  they  liked,  they  didn't  ask  for  government  help  —  they  waited  on 
table,  and  it  helped  them  earn  the  education  they  have  since  put  to  such 
splendid  use. 

The  Order  of  the  White  Jacket  has  a  roster  of  which  any  college 
club  or  fraternity  or  group  of  any  kind  in  the  land  could  well  be  proud. 
There  ought  to  be  a  Chapter  of  this  magnificent  organization  on  every 
college  campus  in  America. 

Contributing  alumni  of  all  schools  please  note. 


Manufactured  by  Warner  &  Swasey's  Electronic 
Products  Division,  a  group  of  N/C  electronic  contour- 
ing controls  are  shown  undergoing  final  testing,  using 
latest  machine  simulation  techniques. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


UCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


AMERICAN  FLETCHER 

NATIONAL  BANK 

AFNB 


V 


I 


George  Hull 
Vice  President 
International  Division 


We  can  introduce  you 
to  the  world. 


Every  day  American 
Fletcher  is  helping  more 
companies  realize  their  potential 
in  the  world  markets. 
Whatever  type  of  international 
venture  you'd  like  to  pursue, 
we  can  uncomplicate  it  for  you. 
And  your  transactions  won't 
get  lost  in  the  crowd.  Because 
even  though  we're  big  enough 
to  have  substantial  international 
expertise,  we're  small  enough 


to  give  you  the  individual 
attention  you  deserve. 

Our  International 
Division  is  another  example  of 
the  commitment  American 
Fletcher  is  making  to  help  you 
grow.  It's  part  of  a  wide 
range  of  financial  services 
offered  to  you  by  our  bank, 
and  the  American  Fletcher 
Corporation.  A  phone  call 
starts  us  working  for  you. 


AMERICAN  FLETCHER  NATIONAL  BANK 
INTERNATIONAL  DIVISION,  INDIANAPOLIS,  INDIANA  U6277    .l!7lf>.U-J.ur> 
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George  Hull 
Vice  President 
International  Division 


We  can  introduce  you 
to  the  world. 


Every  day  American 
Fletcher  is  helping  more 
companies  realize  their  potential 
in  the  world  markets. 
Whatever  type  of  international 
venture  you'd  like  to  pursue, 
we  can  uncomplicate  it  for  you. 
And  your  transactions  won't 
get  lost  in  the  crowd.  Because 
even  though  we're  big  enough 
to  have  substantial  international 


to  give  you  the  individual 
attention  you  deserve. 

Our  International 
Division  is  another  example  of 
the  commitment  American 
Fletcher  is  making  to  help  you 
grow.  It's  part  of  a  wide 
range  of  financial  services 
offered  to  you  by  our  bank, 
and  the  American  Fletcher 
Corporation.  A  phone  call 
starts  us  working  for  you. 


AMERICAN  FLETCHER  NATIONAL  BANK 
INTERNATIONAL  DIVISION,  INDIANAPOLIS,  INDIANA  1*6277    817l633>281>5 
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The  power  plant  is  the  sun. 

And  its  energy  is  going  to  work  for  our  ITT 
Rayonier  company  in  a  new  North  American  pulp 
mill  starting  this  fall. 

It'll  help  us  beat  the  energy  crisis. 

Our  new  mill  will  produce  chemical  cellulose  for 
textile  fibers  from  locally  harvested  trees.  Almost 
every  part  of  the  tree  is  processed  — though  up  till 
now,  there  was  always  some  wood  waste. 

No  more.  It's  this  wood  waste  that  our  new  mill 
will  convert  into  useful  energy,  recapturing  the  sun's 
heat  and  light  to  meet  virtually  all  the  mill's  energy 
needs. 

Tree  waste  will  replace  fully  90  per  cent  of  the  oil 


that  would  be  burned  in  a  year  —  56.3  million  gallons. 

Eventually  all  our  mills  will  be  converted 
to  this  modern  energy-saving  system.  Which  is 
conservation  in  more  ways  than  one. 

Because  unlike  oil  and  coal  —  which  once  used 
can't  be  replaced  — wood  is  renewable.  In  the  last  30 
years  our  Rayonier  company  has  replanted  hundreds 
of  millions  of  trees. 

And  they'll  keep  on  replanting.  As  long  as  there's 
air,  water  and  soil. 

And,  of  course,  sun. 

The  best  ideas  are  the  TTPT' 
ideas  that  help  people.  Ill 
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".  .  .  (not)  Much  Of  Lasting  Value" 

This  week,  publishing  house  Alfred  A.  Knopf,  Inc.  issues  Mal- 
colm S.  Forbes'  Fact  <b  Comment  (a  Borzoi  Book— $7.95). 

It  was  compiled  by  son  M.S.  Forbes  Jr.  (Steve),  who  con- 
tributes to  each  issue  a  Fact  &  Comment  of  his  own,  the  third 
generation  Forbes  to  do  so.  Steve  says  he  did  not  find  or- 
ganizing the  book  an  easy  task.  "My  father  has  written  brief- 
ly on  so  many  subjects,  it  was  tough  to  put  together  chapters 
of  respectable  length."  Still,  Steve  managed  to  sort  some  of  his 
father's  25  years  of  accumulated  wisdom  under  20  headings, 
and  the  book  reflects  Mal- 
colm Forbes'  wit,  pith,  peeves 
and  perceptions.  Events,  in- 
vestments, people,  politics, 
business,  management  tech- 
niques, food,  family  all  come 
in  for  his  comment,  advice, 
kudos  and  brickbats. 

Early  reviews  of  Fact  ir 
Comment  have  been  mostly 
warm.  "Enlightening  ...  in- 
formal .  .  .  engaging  .  .  .  sar- 
donic .  .  .  refreshing"  are 
some  of  the  extractible  ad- 
jectives. One  review  wasn't 
so  generous.  "In  the  long  run," 

observed  the  Library  Journal  with  a  positiveness  that  would 
match  Malcolm  Forbes'  when  he  renders  political  advice  ("Dick 
[Nixon],  if  you  don't  become  governor  of  California,  you're 
dead."),  "there  is  not  much  of  lasting  value."  Some  of  us 
thought  there  might  be  value  in  the  review  itself.  We  were  pre- 
paring ads  for  the  book  larded  with  as  many  favorable  excerpts 
from  reviewers  as  possible.  How  about  using  ".  .  .  much  of 
lasting  value,"  we  asked.  Malcolm  Forbes  reluctantly  concluded 
that  that  might  be  just  a  wee  bit  beyond  bounds. 

With  an  air  of  complete  detachment  and  objectivity,  we 
ourselves  found  Fact  6-  Comment  incisive,  lively  and  fun.  In 
fairness,  though,  we'll  close  with  Steve  Forbes'  closing  para- 
graph in  the  book's  "A  Note  from  the  Compiler":  "Such  a  com- 
pilation as  this  cannot  be  read  at  one  sitting.  Only  an  insom- 
niac or  malicious  book  reviewer  could  or  would  do  that. 
Rather,  like  wine,  you  should  take  this  book  in  sips.  Whether 
it  is  vintage  or  vinegar  is  for  you  to  decide." 

To  be  able  to  decide,  you  can  order  Fact  6-  Comment  from 
your  bookstore,  or  fill  out  and  send  in  the  coupon  on  page  56.   ■ 


Paid  Circulation  Over  625,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


FORBES,   AUGUST    1,    1974 


THE  SUMMER  TREE. 

Tips  on  tree  care  from  the 
Bartlett  people. 

Summer  is  the  best  time  for  many 
types  of  tree  care.  Not  only  are  your 
trees  at  their  seasonal  peak  but  their 
enemies  — insect  pests,  diseases, 
storms,  lightning,  wind  and  air  pollu- 
tion—are too.  It  is  the  time  weakness 
shows  most  and  the  time  to  have 
Bartlett  correct  it. 

Bartlett  men  are  trained  experts 
in  the  diagnosis  and  treatment  of  tree 
troubles.  They  have  the  scientific 
knowledge  and  specialized  equipment 
to  do  what  needs  to  be  done  efficiently 
and  economically.  With  Bartlett  you 
know  guess  work  is  replaced  by  know- 
how;  each  step  in  the  procedure  is 
based  on  techniques  prescribed  by 
our  research  laboratories. 

Ask  your  local  Bartlett  man  to 
stop  by  today  and  show  you  how  we 
help  nature  look  its  very  best.  We're 
in  the  Yellow  Pages. 
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TREE  EXPERTS 
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Prudent  Gamble 

To  help  dampen  consumer  spend- 
ing by  encouraging  saving,  Japan's 
Finance  Ministry  has  reintroduced 
the  fixed-deposit  lottery  popular  after 
World  War  II.  To  qualify,  a  "player" 
opens  a  six-month,  3%  savings  account 
of  at  least  10,000  yen  ($35).  The 
prize  money  is  made  up  of  the  dif- 
ference between  the  lottery  accounts' 
3%  yield  and  the  normal  savings  in- 
terest rate  of  6M%.  The  special  top 
prize  is  10  million  yen  ($35,100),  the 
fifth  prize  1,000  yen  ($3.51).  But 
enough  smaller  prizes  are  awarded  to 
make  one  player  in  ten  a  winner.  Is  it 
popular?  In  the  new  lottery's  first 
week  the  700-billion-yen  limit  (near- 
ly  $2.5  billion)    was   oversubscribed. 

The  Competition 

With  Congress  holding  down  the 
Export-Import  Bank's  loan  limit  and 
forcing  it  to  give  up  its  6%  rate  in 
favor  of  floating  rates,  the  British  are 
making  hay.  Britain's  Export  Cred- 
its Guarantee  Department  has  just 
helped  Davy  Ashmore  International 
land  a  Mexican  steel  mill  job  with  a 
$127-million  credit  arranged  by  a 
Lloyds  Bank  affiliate.  ECGD  backs 
the  loan  and  subsidizes  the  rate— 6%. 


of  expensive  facilities  and  services  by 
banding  together;  but  when  the  profit 
^^^^^^^      potential  of  these  chains  became  ap- 
^^^^^^™      parent,  most  of  the  larger  ones  went 
Foreign       public.   At   first  they  bought  existing 
hospitals.  Many  are  now  building,  es- 
pecially in   small   towns   with   old   or 
inadequate  facilities  and  no  capital  to 
replace  them.  And  the  industry  should 
keep  growing  in  view  of  the  contin- 
c  uing  cuts  in  government  funds. 


Business 


Private  Backs  Public 

Are  your  town's  bond  ratings  too 
low?  Maybe  you  need  MBIA— Mu- 
nicipal Bond  Insurance  Association,  a 
private  insurance  company  consortium 
set  up  to  guarantee  principal  and  in- 
payments on  municipal  bonds. 
Composed  of  Aetna  Casualty  &  Sure- 
ty, St.  Paul  Fire  &  Marine  Insur- 
ance, Aetna  Insurance  and  United 
Fire  Insurance,  MBIA  recently  guar- 
anteed an  $8.7-mi]lion  issue  of  Car 
bondale,  111.  water  and  sewer  revenue 
bonds.  Where  previous  issues  of  these 
bonds  had  only  a  Baa  rating,  the 
guarantee  lifted  the  rating  to  triple-A, 
for  an  estimated  $730,000  interest 
saving  over  the  life  of  the  issue.  The 
cost:  a  one-shot  premium  of  $150,000. 

Returns  From  Health 

In  barely  a  decade  the  investor- 
owned  hospital  industry  has  become 
a  $2.5-billion  business  and  is  still 
growing  at  over  15%  a  year.  More 
than  1,000  hospitals  are  now  owned 
by  chains  ranging  in  size  from  three 
to  over  60  units.  The  concept  grew 
out   of  hospital   efforts   to  cut    the   cost 


One  Way  Up 

It  may  not  be  the  preferred  way, 
but  one  way  to  show  a  dramatic  per- 
centage gain  in  the  stock  market  this 
year  has  been  to  start  from  nowhere. 
A  recent  computer  analysis  of  Big 
Board  stocks  showed  that  of  the  ten 
best  performers  in  this  year's  first  half, 
five  had  been  clobbered  in  the  pre- 
ceding year  or  two.  Trailer-maker 
Fleetwood  Enterprises,  for  example, 
did  show  a  66%  first-half  gain,  to  8%, 
but  only  after  dropping  from  over  40 
to  3/2  in  the  preceding  18  months. 
Similarly,  strike-troubled  Farah  Man- 
ufacturing, a  producer  of  men's  and 
boys'  slacks,  enjoyed  a  148%  improve- 
ment, to  12,  after  a  labor  settlement; 
but  two  years  earlier  it  had  sold  near 
30.  Some  firms,  however,  did  well 
without  taking  a  bath  first— such  as 
Commercial  Solvents,  up  87%,  to  over 
30,  on  higher  fertilizer  demand.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
□  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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There  are  three  sides 
to  every  question: 

the  pro  side,  the  con  side 
and  the  inside 


If  you're  in  business 
and  you're  reading  about 
something  important  to 
your  business,  you  don't 
want  to  know  what  some- 
body thinks  has  happened. 
You  want  to  know  what 
has  in  fact  happened. 

We  want  you  to  know 
that,  too. 

That's  why  The  Wall 
Street  Journal  goes  to  such 
lengths  to  insure  that  its 
news  columns  are  unbiased.  We're  not  far  or 
against  anything  — not  in  our  news  columns, 
at  least.  As  far  as  we  are  able,  we  give  you  the 
straight  story... the  unvarnished  who,  what, 
why,  where,  how,  when  and  so  what  of  any- 
thing  that  happens  anywhere  in  the  world  that 
may  affect  your  decisions  about  your  business. 
If  you  want  to  know  what  we  think,  read  our 
editorials.  , 

This  let-the-chips-fall-where-they-may 
attitude  has  helped  The  Journal  to  grow  from 
785,000  circulation  to  over  a  million  and  a 
quarter  in  10  years.  It  has  won  us  five  Pulitzer 


Prizes  for  distinguished  re- 
porting. (We  also  have 
two  Pulitzer  Prizes  for 
Journal  editorial  writ- 
ing— which  proves  that 
we're  not  afraid  to  take  a 
stand  where  a  stand 
should  be  taken.) 

Try  The  Journal  on 
our  special  introductory 
offer.  Just  73cj;  a  week  will 
get  it  delivered  to  your 
home  or  office.  Fill  out 
and  mail  in  the  attached  card.  If  someone  else 
has  already  used  the  card,  write  The  Wall 
Street  Journal,  200  Burnett  Road ,  Chicopee, 
Mass.  01021,  and  tell  us  you  want  to  take  up 
our  73<J:-a-week  offer,  for  any  period  from  13 
weeks  to  a  year.  You  won't  get  just  the  pro  side 

of  business  news,  or      

the  con  side.  You'll      w  l^ln.  ^^ 
get  the  inside.  i     jl^^ 

Wall  Sheet 
Journal 

Trice  good  in  United  States  and  possessions  and  Canada. 


San  Antonio- 


making  a  point  in  theTexas  triangle. 

Manufacturers  and  distributors,  San  Antonio  is  the  "other" city  in  Texas— 
the  1 5th  largest  in  the  U.  S.  with  a  market  that  is  larger  than  that  of  any 
one  of  1 5  states.  Send  the  coupon  to  see  how  it  will  profit  you  to  locate 
your  manufacturing  or  distribution  operations  here. 


r 


San  Antonio  Economic  Development  Dept.  S      P.  O.  Box  1628 
Phone  (512)  227-8181  Ext.  45      San  Antonio,  Texas  78296, 


~l 


Name. 


Address 


.  Compar.y. 
.Phone 


City,  State,  Zip , 


If  youre  going  to  buy 

a  home  of  this  quality, 

waiting  is  not  the  way  to  buy  it. 


Oceanfront  condominiums  between 
$128,500  and  $83,000 


The  Marbella 

200  South  Ocean  Boulevard 
Boca  Raton.  Florida  33432 
Please  send  me  your  brochure 

Name 

Address  


Indispensable  for  Stock  Investors, 
Traders,  Businessmen  and  Bankers/ 


JAPAN 

COMPANY 

HANDBOOK 

3rd  Quarter,  1974. 


Definitive  Quarterly  Baede- 
ker of  Japanese  Corpora- 
tions Has  Finally  Come  Off 
the  Press/  Packed  in  It 
Are  All  the  Essential  Data 
on  Japanese  Firms  of  Any 
Real  Significance. 

Contents  :  Capital  changes;  Stock 
prices  &  Turnovers ;  Capital  ; 
Total  assets;  Business  results,  etc. 

Single  Copy  :  $1200  {Seamail) 
Annual  Subscription:  $48.00 

(Airmail  postage  rates  on  demand) 

Sales  Agent: 
International  Publications  Service 
114  East  32nd  Street, 
New  York,  N.Y.  10016,  U.S.A. 
Tel.  (212)  685-9351 


TOYO  KEIZAI  SHINPOSHA 

(The  Oriental  Economist) 
4,Hongokucho  l-chome,'chuoku,Tokyo,103,Japan 


Readers  Say 


Irrelevant  Message? 

Sir:  Your  paranoia  against  gold 
and  gold  bugs  reminds  me  of  days  of 
old  when  the  king  slew  the  messenger 
who  carried  unfavorable  messages. 
Your  biographical  information  on 
Many  Browne  (The  Money  Men,  July 
15)  was  interesting  but  totally  irrele- 
vant to  his  conclusions  and  recom- 
mendations. As  to  your  comment  that 
gold  and  silver  are  down  from  pre- 
vious highs,  it's  nice  to  know  that 
something  is  down  from  a  previous 
high— rather  than  down  even  further 
a  la  stocks,  bonds,  etc. 

—Joseph  P.  McGivney 
Hickory  Hills,  111. 

SlR:  Sometimes  the  subconscious 
reveals  more  truth  than  formal  words. 
You  have  consistently  put  down  gold 
vis-a-vis  common  stocks.  Yet  the  cov- 
er of  the  July  15  issue  refers  to  our 
nation's  forests  as  "pure  gold." 

—Frank  D.  Cabpin 
Richmond,  Va. 

Banking 

Sir:  You  said  that  "Franklin  is  not 
a  Federal  Reserve  member.  It  is  a  na- 
tional bank.  ..."  A  national  bank  must 
be  a  member  of  the  Fed. 

—Clayton  T.  Davenport 

Executive  Vice  President, 

The  First  National  Bank  of 

Sullivan  County 

Hi  istol,  Term. 

The  Fed  distinguishes  between  its 
real  membership  and  national  banks. 
And  so  do  toe.  Our  point  was  thai 
national   banks   arc    regulated   by    the 

Comptroller  of  the  Currency,  who  is 
supervisor,    auditor   and    regulator   on 

loan   policies,   percentages  of  capital 

and  surplus  and  types  of  loan  instru- 
ments, to  name  fust  a  feiv  areas  where 
the  Fed  has  no  say— Ed. 

Book  Review 

SlR:    Re  Malcolm  Forbes'  new    hook, 

Fact    ir    Comment.    Congratulation's, 
Forbes  has  found  a  new  way  to  m 
cycle  old  garbage. 

-M.S.  Cholod 
Corn  wells  Heights,  Pa. 

Don't  Blame  Us 

Sir:  Your  arti<  le  on  IDS  (Jum  1 5 1 
refers  to  a  $53  million  budgel  over] 
run  in  the  creation  ol  the  IDS  <  !en 

ter    in    Minneapolis.    Fast    spring    IPS 

Properties,  Inc.  complimented  us,  the 
general  contractor,  for  holding  costs 
for  which  we  were  responsible  M 
within  29  oi   the  referenced  estimatt 

(  Continued  on  pa<j.<   <>  I 
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SAY  YOU  RUN  4  TRUCKS. 
MAYBE  YOU  NEED  ONLY  3'2 


Ryder  would  like 
to  introduce  you  to 
the  1/2  truck. 

It's  one  of  the 
ways  Ryder  helps 
companies  make 
better  use  of  the 
trucks  they  lease 
and  rent  from  us. 

It  works  like  this. 

We  look  at  your 
operations:  the 
movement  of  your 
goods,  the  flow  of 
incoming  materials,1 
outgoing  deliveries, 
your  loading  procedures,  routes, 
driver  schedules  and  your  overall 
truck  utilization. 

Then  we  lease  you  the  smallest 
number  of  trucks  you  actually  need 
to  hanclle  your  slowest  periods. 

In  your  peak  periods,  or  for  emer- 
gencies, we  rent  you  extra  trucks  as 
you  need  them.  So  you  only  pay  for 
the  trucks  you  actually  need.  If  you 
use  a  truck  half  a  month,  you  only 


pay  half  a  month. 

How  come  Ryder 
shows  companies 
how  to  get  along 
with  fewer  trucks? 

Because  our  real 
business  is  making 
distribution  opera- 
tions more  efficient. 
And  when  it  comes 
to  that,  Ryder 
doesn't  take  any 
halfway  measures. 

Call  toll-free  800- 
327-7777  24  hours  a 
day,  7 days  a  week. 


Dear  Ryder 

If  you  can  show  me  how  to  make  my 
operation  more  efficient  and  maybe  use  fewer 
trucks,  I'm  interested.  Tell  me  more. 


NAME 

TITLE 


ADDRESS . 


CITY  'STATE  ZIP  . 


R 

HVOER 


(bung  General  Manager.  Ryde 
PO  BoxSL6.  360C ■:. 


Ryder.  We  keep  "em  rolling. 

'•■  other  fine  I    ick 


Marine  Midland  Bank 
announces  the  opening  of 

itslokyo  branch. 


New  York  leads  every  other 
state  in  international  trade.  And 
Marine  Midland  is  the  bank  that 
knows  New  York  State  best.  That 
invaluable  knowledge,  plus  our 
years  of  experience  and  our  senior 
officers'  desire  to  get  involved  in 
your  problems  of  any  size,  is  fully 
realized  in  our  international 


George  H.  Wales,  Jr.  .Vice  President  and  General  Manager 
Takamoto  Kawashima:  Senior  Japanese  Advisor 


banking  capabilities. 

If  you'd  like  to  explore  the 
possibilities  of  interstate  or 
international  trade,  or  expand 
your  present  capabilities,  we'd 
like  to  help. 

The  bank  that  knows 
New  York  State  best 
knows  Tokyo,  too. 

Address:  Kokusai  Building,  1-1,  Marunouchi 
3-Chome,  Chiyoda-Ku,  Tokyo 


Knowing  New  York  State 
makes  all  the  difference  in  the  world. 

MARINE   MIDLAND   BANK 

MEMBER  F.D.I.C 

MAIN  OFFICE:  NEW  YORK,  140  BROADWAY  BUFFALO,  1  MARINE  MIDLAND  CENTER  •  INTERNATIONAL 

BRANCHES:  LONDON,  5  1  OTHBLRY.  EC.  2  •  PARIS,  17  PLACE  VENDOME,  ler  PANAMA  CITY,  AVENIDA  BALBOA  Y  CALLE  43  •  SINGAPORE,  SUING  KWAN 

HOUSE,  4  SHENTON  WAY  •  NASSAU.  BAHAMAS.  OTHER  OVERSEAS  OFFICES:  BOGOTA  •  BUENOS  AIRES  •  CARACAS  •  FRANKFURT 

HONG  KONC  •  JAKARTA  •  MADRID  •  MANILA  •  MEXICO  CITY  •  PANAMA  CITY  •  ROME  •  SAO  PAULO  •  SEOUL  •  SYDNEY 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


PESSIMISTS  NOW  ABOUND 

—not  without  reason— but  the  unreasonably  direful 
will  be  as  woefully  wrong  as  January's  optimists. 

IF  I  WERE  A  BANKER 

I'd  regard  most  any  borrower  willing  or  having  to  pay 
two  points  or  more  above  the  present  prime  rate  as  a 
dangerous  risk  or  a  damn  fool. 

REVIVE  THE  PWA/WPA/CCC! 


Remember  them?  The  FDR  programs  to  put  many  of 
the  Depression's  unemployed  millions  to  work? 

These  "works"  made  Our  Fathers  sulfuric  and  supplied 
half  the  nation's  comedians  and  cartoonists  with  punch- 
lines about  shovel-  and  rake-leaners. 

But  they  sizably  aided  in  solving  the  most  gutting 
cancer  of   that   awful   early-Thirties    era.    And,    in   retro- 


spect, at  nominal  cost  great  and  lasting  good  things  were 
done  in  the  arts,  in  the  woods,  on  the  roads,  to  the 
streams,  in  the  cities  and  on  the  farms  of  our  Land. 

If  unemployment  becomes  greater,  it's  a  pattern  we'd 
do  wisely  to  repeat— infinitely  preferable  to,  as  economist 
Albert  Sommers  says  (see  p.  53),  "massively  inflating 
the  economy." 


All   over   the   world   foreign    tourists    are 
breed,  victims  of  inflation. 

Though  it's  the  height  of  the  season,  concierges,  porters, 
head  porters  and  majordomos  are  verging  on  politeness 
to  those  far  fewer  guests  who  now  rattle  in  the  empty 
corridors  and  great  dining  salons  of  the  multiple  old  and 
new  grand  and  not-so-grand  hotels— whether  in  Hawaii. 
Tahiti,  Fiji,  Australia,  Bali,  Bangkok,  Athens,  Morocco, 
France  or  Ireland. 

People  everywhere,  with  mostly  the  same  amount  of 
money  buying  appreciably  less,  find  that  one  easy  way 
to  make  up  the  slack  in  real  income  is  to  eliminate  costly 


DOWN,   DOWN,   DOWN 

vanishing 


travel  far  from  home.  Vacationers  this  year  tend  to  stay 
within  their  own  countries. 

The  new  condition  is  a  strange  and  depressing  one  for 
those  whose  jobs  and  incomes  are  directly  related  to 
the  tourist  industry.  It  affects  not  merely  hotels,  res- 
taurants and  shops,  but  the  world's  airlines,  transpor- 
tation networks,  builders,  service  utilities. 

This  cut  in  one  spending  area  is  not  without  its  brighter 
side.  The  curtailment  of  construction  and  expansion  by 
those  serving  tourism  will— along  with  the  balking  house- 
wife at  the  supermarket— help  far  more  than  fiscal  finagling 
to  slow  inflation. 


WATCH  THOSE   RUSSKIES'   GAME! 


Currently,  our  co-Superpower  friend  Russia  is  engaged 
in  some  gamesmanship  with  us. 

They  want  the  1980  Olympic  games  in  Moscow,  and 
their  only  rival  for  the  International  Committee's  nod  is 
Los  Angeles.  Sports  in  the  U.S.S.R.  are  a  national  indus- 


they  put  the  sort  of  energy  and  ambition  that  many  of 
us  channel  into  making  a  buck. 

Since  they're  more  than  entitled  to  play  Olympic  host 
(Russia  has  won  a  record  249  gold  medals),  and  since 
the  International  Committee  is  going  to  award  the  games 


try,  a  national  pride  on  a  par  with  the  arts.   Into  them      to  Moscow  no  matter  how  we  vote  or  what  the  Angelinos 
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s.i\.  Henrj  You-Know-Who  should  do  a  tew  quick  shut- 
tles to  L.A.  and  persuade  the  Gem  of  the  Pacific  to 
withdraw  its  bid.  Tims,  with  peat  magnanimity,  we  can 
graciously  give  to  the  eager  Russians  what's  not  ours  to 
refuse  em. 

Their  other  game  plan  is  of  far  less  consequence- 
they  merely  want  Uncle  (Sam,  not  Ivan)  to  finance  a 
few  $billions  worth  of  construction  projects  in  the  U.S.S.R., 
and   another   eouple   of    Sbillions   of  finished   hard   goodies 


like  computers.  They  poor-mouth  us  on  the  basis  of  our 
mutual  trade  imbalance— all  we  buy  from  them  is  sables 
and  caviar,  but  not  enough. 

If  these  shrewd  Kremlin  wheat  dealers  were  ever  short 
of  Western  cash,  they  ain't  no  more.  With  quadrupled 
oil  prices,  Russians  can  now  spend  abroad  on  a  par 
with  the  sheiks  of  Araby. 

So  the  U.S.-U.S.S.R.  dialogue  should  be  da  for  the 
Olympics,  nyet  to  the  loans. 


Pilot  lights  can  bum  40% 

of  the  energy  used 

by  gas  ranges. 

Robert shaw  just  eliminated 
the  pilot  light. 


Out  r*w  (»»*1  t*V  < 


*  BMi'rtd  In  1IT4  «*  « 


The  Energy  Control  Company. 


Heating  and  cooling  consumes  80% 
of  the  energy  used  in  buildings.' 

Robertshaw  systems  can  slice 
energy  costs  up  to  27%.  Per  year. 


LsaJat-SS 


CURRENT  EVENTS  CAN  MAKE 
—OR  BREAK— ADVERTISEMENTS 

These  straightforward  statements  of  facts  about  how 
Robertshaw  Controls  can  make  sizable  energy  savings 
possible  are  so  timely  and  so  compelling  I'll  bet  the 
company's  backlog  must  be  sizable. 

On  the  other  hand,  do  you  recall  how  a  tragic  event 
was  all  over  the  news  at  the  time  this  Rermuda  adver- 
tisement appeared?  Ry  bloody  coincidence,  the  front  pages 
at  that  time  were  filled  with  headlines  about  the  brutal 
murder  of  Rermuda's  Governor  and  aide-de-camp.  The 
lilies  in  the  ad  are  the  final  touch  of  irony. 

HEALTH   FOOD   IS   LESS   HEALTHY 


The  real  Bermuda 
is  as  pleasant 

as  these  postcards. 

Could  the  people 

be  anything 

less? 


than  synthetic  food,  chemically  compounded  and  artificial- 
ly flavored. 

Sounds  silly?  Well,  it  isn't.  It's  a  fact  and,  on  reflection, 
perfectly  logical.  All  natural  foods  are  made  up  of  chemi- 
cals with  exactly  the  same  molecular  structure  as  syn- 
thetic foods— only  natural  foods  more  often  than  not  con- 
tain all  sorts  of  extraneous  contaminants. 

This    point    is    impressively   and   persuasively    made    in 


The  New  Yorker  (Apr.  8,  1974)  by  Dr.  Simpey  Kuramoto, 
microbiologist  and  food  technologist  for  that  fast-growing, 
favorite,  International  Flavors  &  Fragrances  (Forbes, 
Oct.  15,1973). 

I'd  like  to  suggest,  though,  that  this  doesn't  mean  the 
widening  kick  for  natural  foods  isn't  doing  its  participants 
some  good.  Their  faith,  like  that  of  placebo  pill  swallow- 
ers,  counters  their  higher  germ  intake. 


GOOD  MAN  DOES  GOOD  DEED 


One  of  the  ablest  corporation  Good  Guys 
is  Sox  Calder,  who's  built  Union  Camp  Corp. 
into  one  of  the  country's  most  successful 
major  forest  products  companies. 

Not  long  ago,  with  little  fanfare,  Union 
Camp  made  a  significant  gift  of  the  sort  that 
so  fits  its  boss'  nature. 

It  turned  over  to  the  American  people 
via    the    Nature    Conservancy    50,000    acres, 


worth  more  than  $12  million,  in  Virginia's 
famed  Dismal  Swamp,  a  unique,  historic  natu- 
ral wildlife  area. 

While  there  are,  fortunately,  some  tax  ad- 
vantages (otherwise  some  stockholder  might 
sue  for  dissipation  of  his  assets),  it  takes  the 
combination  of  heart  and  head  to  make 
such  consequential  contributions  to  our  na- 
tion's heritage. 


IT'S   SAFER  TO   GO  TO   EUROPE 


For  those  of  us  who  think  we  ought  to  know  or  just 
would  like  to  know  what's  happening  in  the  world  each 
day,  it's  far  safer  to  go  to  Europe  or  anywhere  else  where 
the    Paris    Herald   Tribune   is    available.    This    few-paged 

WOULDN'T  IT  BE  NICE 

if  everybody  and  everything  were? 
No. 
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daily  covers  more  news,  more  information,  more  features 
than  all  but  a  handful  of  papers  in  the  U.S.,  and  it  has  no 
peer  in  Britain  or,  for  that  matter,  in  any  foreign  country. 
It's  too  bad  it  doesn't  have  a  U.S.  edition. 

IF  YOU'RE   LOOKING 

tor  perfection,  look  in  the  mirror. 

II  you  see  it  there,  expect  it  elsewhere. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Corporate  Conservation 

Man  courts  ecological  breakdown 
as  if  he  were  immune  to  its  conse- 
quences. He  forgets  how,  through  the 
resources  of  the  natural  community, 
he  has  made  discoveries  in  science, 
medicine,  agriculture  and  other  dis- 
ciplines and  that  in  the  wilderness  he 
has  found  identity,  inspiration  and 
refuge  which  he  could  not  find  in  his 
artificial  world.  We  must  preserve 
vital  segments  of  remaining  natural 
areas  if  land  is  to  continue  to  sup- 
port the  diversity  of  life  which  still 
exists.  The  Nature  Conservancy  is  the 
only  national  conservation  organiza- 
tion receiving  its  support  from  the 
public,  whose  resources  are  solely  de- 
voted to  the  preservation  of  land. 

Tax  laws  operate  so  as  to  encourage 
the  use  of  private  resources  to  fulfill 
public  purposes.  Frequently  it  is  with- 
in this  framework  that  both  industry 
and  the  individual  can  afford  to  give 
land  or  sell  land  for  much  less  than 
its  fair  market  value.  Further,  these 
gifts  and  gift/ purchases  in  the  public 
interest  result  in  favorable  public  no- 
tice for  the  corporation,  the  industry. 
Union  Camp  with  its  gift  of  Dismal 
Swamp  acreage;  Gulf  Oil's  sale  of 
Marin  Headlands  (Calif.),  worth  $12 
million,  for  $6.5  million  for  inclusion 
in  the  Golden  Gate  National  Recrea- 
tion  Area;   Georgia  Pacific's   gift  and 


sale  of  26,000  acres  of  Florida  marsh 
and  shoreline;  Fiberboard  Corp.'s  gift 
of  104-acre  Boggs  Lake  (Calif.)  with 
rare  native  plants;  all  show  the  grow- 
ing acceptance  among  land-owning 
companies  of  the  feasibility  and  de- 
sirability of  preserving  unique  seg- 
ments of  corporate  holdings.  Land 
conservation  can  provide  an  immedi- 
ate opportunity  for  business  to  make 
a  positive  contribution  today  for  a 
better  environment  tomorrow. 

—The  Nature  Conservancy 
annual  report  and  publications. 

Share  the  Wealth 

What  with  inflation,  it's  comforting 
to  turn  to  Forbes  magazine  and  learn 
who  gets  most  pay  in  the  USA.  .  .  . 
The  oldest  and  richest  on  the  list  is 
J.  Paul  Getty.  He  is  81,  gets  salary 
and  perks  of  $267,000,  and  has  shares 
to  the  value  of  $923,386,000.  If  this 
sum  were  taken  away  from  him  and 
divided  among  me  and  my  close  rela- 
tives, we  would  get  $184,677,200 
each,  which  seems  a  fine  idea. 

—Alexander  Cockburn, 
"Press  Clips,"  Village  Voice. 

They9 re  Better  Than  We 

The  chairman  of  the  Great  Atlantic 
&  Pacific  Tea  Co.  told  shareholders  at 
the  annual  meeting  that  Safeway 
Stores,  A&P's  closest  competitor,  was 
better  managed  than  A&P.  The  state- 


ment, made  under  questioning  by  an 
angry  shareholder,  surprised  the  audi- 
ence at  a  meeting  where  the  man- 
agement reported  continued  improve- 
ment in  earnings  and  made  guardedly 
optimistic  predictions  of  the  future. 
.  .  .  The  acknowledgement  came 
when  Chairman  William  Kane  was 
pressed  by  shareholders  about  the  fact 
that  Safeway  has  been  consistently 
profitable  in  recent  years,  while  A&P 
has  been  slipping.  Safeway  surpassed 
the  older  company  in  sales  in  1973, 
$6.77  billion  to  $6.75  billion.  "Do  you 
mean  to  tell  me  that  their  manage- 
ment is  better  than  ours?"  one  share- 
holder asked.  "If  you  look  at  the  rec- 
ord the  answer  would  have  to  be 
'yes,' "  Mr.  Kane  said.  .  .  .  The  answer 
took  the  meeting  by  surprise.  Lis- 
teners had  been  conditioned  to  hear- 
ing executives  blame  weather,  govern- 
ment regulations,  consumer  idiosyn- 
crasies, tight  supplies,  costly  money, 
unions  and  foreign  competition  for 
disappointing  performance— not  man- 
agement. .  .  .  —Ernest  Holsendolph, 
The  New  York  Times 

.  .  .  Worth  Two  in  the  Bush? 

Kemal  Ataturk,  founder  of  modern 
Turkey,  when  asked  once  what  qual- 
ity he  admired  most  in  a  woman,  re- 
plied laconically,  "availability." 

—Noel  Barber 
in  The  Sultans. 


TRUMAN,   WATERGATE  AND   HISTORY 

by  M.S.  Forbes  Jr. 


At  lunch  here  recently  with  for- 
mer Secretary  of  State  William 
Rogers,  one  editor  observed:  "The 
scandals  of  the  Truman  presidency 
seem  minor  compared  to  Water- 
gate." Rogers  had  won  consider- 
able fame  examining  corruption  in 
the  Truman  Administration  as  chief 
counsel  for  a  Senate  investigating 
subcommittee. 

"That  may  be,"  Rogers  replied. 
"But  people  have  forgotten  how 
big  those  scandals  were. 

"The  Commissioner  of  the  IRS 
went  to  jail.  The  Assistant  Attor- 
ney General  in  charge  of  the  tax 
division  went  to  jail.  One  of  Tru- 
man's principal  White  House  assis- 
tants was*  sent  to  jail.  So  were  the 
heads  of  the  IRS  offices  in  several 
major  cities.  The  Attorney  Gen- 
eral was  fired  for  ineptness.  The 
term  'five  percenter'  was  as  pejora- 
tive then  as  'plumber'  is  today." 

Yet  historians  judge  the  Truman 


presidency  on  the  issues  of  the 
atomic  bomb,  the  Marshall  Plan 
and  the  Korean  War  rather  than 
corruption. 

The  sordidness  of  Watergate  can- 
not be  minimized,  but,  hard  as  it 
is  to  believe  now,  the  overbearing 
significance  attached  to  it  will  prob- 
ably diminish  in  the  years  ahead. 

The  passage  of  time  will  give 
people  the  chance  to  get  a  less 
emotional,  a  more  balanced  apprai- 
sal of  the  Nixon  Administration,  and 
that  appraisal  may  conclude  that 
Nixon's  foreign  policy  is  of  greater 
long-term  import  than  the  Water- 
gate affair. 

Inflation  Footnote 

Back  in  the  19th  century  when 
Britain  was  great  and  her  empire 
growing,  the  increasingly  prosper- 
ous British  middle  class  invested  a 
considerable  portion  of  their  sav- 
ings in  "Consols." 


Consols  were  British  government 
bonds  that  had  a  perpetual  life 
and  yielded  2/2%.  Thousands  of 
Britons  and  foreigners,  too,  con- 
sidered these  instruments  to  be  al- 
most as  good  as  gold,  a  sure  way 
of  increasing  one's  wealth  with  a 
minimum  of  risk. 

Consols  were  sold  then  in  de- 
nominations of  £100,  or  $482. 
That  $482  would  have  an  equiva- 
lent buying  power  now  of  at  least 
$3,000. 

Today,  2M%  Consols  trade  at 
£16,  or  $38. 

Perhaps  the  British  government 
should  do  Consol  holders  a  favor 
and  default.  That  way  Consols 
could  become  a  "collector's  item" 
and  thus  fetch  a  fancy  price  from 
inflation-jittery  investors. 

You  think  this  a  joke? 

Not  too  long  ago,  a  $500  pre- 
Communist  Russian  government 
bond  sold  for  $75. 
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AS  YOUR  COMPANY  GROWS,  YOU  MAY 

FIND  THAT  YOUR  PENSION  PLAN  IS  RETIRING 

BEFORE  YOUR  EMPLOYEES  DO. 
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Unfortunately,  the  chances  of  your  pension  plan 
taking  "early  retirement"  are  greater  than  ever  before. 

Simply  because  pension  planning  has  become  so 
complex:  growing  union  demands,  spiraling  inflation  costs, 
ever-changing  legislation.  All  good  reasons  for  a  growing 
company  to  seek  out  the  best  possible  pension  advice  and 
counsel.  As  offered  by  the  consulting  actuarial  division 
of  Alexander  &  Alexander  Inc. 

Through  first-hand,  in-person  consulting,  our  fully 
qualified,  professional  actuaries  can  show  your  company 
how  to  make  the  most  of  today's  changing  trends— and 
more  important,  tomorrow's. 


The  whole  idea  being:  to  help  your  company  pinpoint 
the  right  level  for  its  pension  costs,  streamline  its  plan 
administration,  and  let  you  get  the  most  out  of  your 
company's  hard-earned  money. 

For  more  information  on  pension  planning  and  other 
employee  benefits,  talk  to  us. 

We're  Alexander  &  Alexander.  Consulting  actuaries 
and  employee  benefit  specialists.  Risk  managers  for 
business  and  industry  worldwide.  Insurance  brokers,  agents 
and  consultants. 

Alexander  &  Alexander  Inc.,  Information  Services, 
Dept.  B,  1185  Avenue  of  the  Americas,  New  York,  N.  Y  10036 


Alexander 
gAjexander 


Don  Quixote 
Rides  Again 


David  Unterberg  tried  to  do 
something  about  the  abuses 
of  condominium  living. 
Today,  alone  at  62,  he's 
battling  some  of  Florida's 
most  powerful  men. 

David  Unterberg  has  the  short, 
round  body  of  a  Sancho  Panza  and  the 
rigid  high-mindedness  of  a  Don  Qui- 
xote. Only  such  a  stubborn  man- 
though  62  years  old— would  tangle 
with  a  Florida  state  attorney,  a  can- 
didate for  state  comptroller,  two 
rich  condominium  developers  and  the 
well-connected  William  S.  Frates  law 
firm  (whose  clients  include  Bebe  Re- 
bozo  and  John  Ehrlichman). 

Unterberg's  story  begins  typically 
enough.  As  he  tells  it,  after  a  stint 
at  the  Securities  &  Exchange  Com- 
mission in  the  Forties,  he  formed  his 
own  New  York  law  firm,  quit  well- 
off  in  1971  and  bought  a  $40,000 
North  Miami  Beach,  Fla.  condomin- 
ium—and got  rooked  out  of  a  $1,000 
covered  parking  space.  Seems  he  ne- 
glected to  read  a  200-page  title  doc- 
ument on  his  unit  at  the  Century  21- 
Admiral's  Port  condominium  complex. 

That's  par  for  the  course.  Many  of 
the  nation's  3  million  condominium 
owners  have  complained  for  years 
about  big  costs  hidden  in  small  print. 
Indeed,  Unterberg's  $1,000  beef  pales 
beside  these  routine  rip-off s: 

•  Recreation  leases  that  permit  the 
condominium  developer  to  pocket 
free  and  clear,  say,  an  extra  $40  a 
month  from  each  unit  owner— or  up  to 
$300  million  over  99  years— for  the 
use  of  the  project's  swimming  pool 
or  card  room.  The  fees  escalate,  often 
in  step  with  the  price  of  food.  And  if 
buyers  fail  'to  pay,  the  developer  can 
foreclose  on  their  units. 

•  Management  contracts  that  yield 
the  developer  around  5%  of  the  proj- 
ect's yearly  maintenance  budget  for 
years  after  he  has  sold  his  last  units. 

•  An  array  of  developer-owned 
subsidiaries  that  provide  things  from 
outdoor  TV  antennas  to  coin-operat- 
ed washers— for  a  price,  of  course. 

fust  last  month,  the  Federal  Trade 
Commission  launched  a  long-overdue 
national  probe  of  such  sharp  prac- 
tices, beginning  in  South  Florida 
where  the  condominium  builder  is 
king  in  more  ways  than  one. 


Forbes 


Unterberg's  $1,000  parking  slot  is 
peanuts  in  a  national  scandal  involv- 
ing $20  billion  worth  of  residential 
real  estate.  Why  fight  over  a  few  dol- 
lars, especially  when  time  is  running 
out  faster  than   your  bank  account? 

But  Unterberg  didn't  see  it  that 
way.  The  old  SEC  enforcement  attor- 
ney, who  keeps  a  Don  Quixote  statue 
in  his  den,  couldn't  pass  up  the  fight. 
So  he  sued  for  his  parking  space— only 
to  discover  that  his  missing  space 
was  the  first  piece  of  a  mysterious 
puzzle  involving  some  of  Florida's 
Jaiggest  names,  a  $l-million  investment 
and  a  dry  wall  contractor  who  car- 
ried a  gun  in  his  briefcase. 

Soon  it  would  all  fall  into  place. 

The  Great  Gadfly 

A  local  judge  dismissed  his  suit  in 
five  minutes.  Unterberg  filed  an  ap- 
peal, which  he  later  lost,  and  also 
began  investigating  other  Florida  buy- 
ers' complaints.  In  no  time,  he  was  a 
full-time  condominium  gadfly. 

A  year  passed.  Then  early  in  1973 
he  got  hold  of  the  official  corporate 
minutes  of  his  Century  21  condomin- 
ium. Surprise!  The  condominium 
amendment  that  denied  him  a  cov- 
ered parking  space  seemed  invalid. 
The  notarized  amendment,  which 
among  other  things  helped  clear  the 
way  for  some  New  Yorkers  to  invest 
$1  million  in  Century  21,  was  signed 
in  September  1971  by  three  directors, 
including  one  of  the  project's  original 
partners,  Saul  Morgan.  But  another 
document  showed  that  Morgan  had 
resigned  12  days  earlier. 


To  Unterberg,  that  looked  like  a 
prima  facie  case  of  false  swearing— 
which  is  a  felony  in  Florida  punish- 
able by  up  to  15  years  in  jail.  He 
complained  to  Gerald  A.  Lewis,  then 
head  of  consumer  protection  for  the 
state  attorney  for  the  Miami  area. 
Lewis  seemed  impressed— but  a  week 
later  wrote  Unterberg  saying,  in  ef- 
fect, please  go  away. 

For  the  next  12  months  Unterberg 
hounded  other  state  law  enforcement 
agencies,  the  Governor  and  even  the 
federal  authorities— but  got  nowhere. 
Then  some  strange  things  happened. 
This  spring  the  incriminating  docu- 
ments disappeared  from  a  file  Unter- 
berg had  mailed  to  the  SEC  several 
months  before.  "We  had  a  break-in 
a  few  months  ago,"  says  Mike  Stewart, 
head  of  the  SEC  office.  "The  burglars 
didn't  take  our  coffee  money,  any 
office  equipment  or  any  complete 
files.  We  never  could  figure  out  what 
they  were  after."  It  still  remains  a 
mystery. 

Around  this  time  Laterberg  told  his 
story  to  Forbes.  What  first  intrigued 
us  was  that  nearly  everyone  tied  to 
Century  21-Admiral's  Port  declined  to 
answer  even  routine  questions.  Take 
the  two  original  partners.  Twice 
Forbes  went  to  Saul  Morgan's  Miami 
Beach  office  and  twice  he  said  little 
and  then  sped  away  in  his  Mercedes- 
Benz.  Investor  Norman  Cohen,  who 
bought  out  Morgan  back  in  1971,  de- 
manded all  questions  in  writing  and 
then  refused  to  answer  them  all. 

Why  wasn't  the  state  attorney's  of- 
fice impressed  by  the  mixed-up  docu- 
ment Morgan  had  signed?  "It's  a  tech- 
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nicality,  not  a  crime,"  Gerald  Lewis 
assured  Forbes.  "I  checked  with  the 
developer's  attorney,  Gerald  Richman 
of  the  Frates  firm,  and  he  told  me  the 
document  was  sent  out  of  town  to  be 
signed  by  one  director,  and  by  the  time 
it  returned  to  be  notarized,  another 
director  had  resigned.  Richman  of- 
fered to  show  me  letters  that  proved 
it.  But  I  didn't  bother.  I  know  Rich- 
man.  He's  a  friend.  He  was  one  of 
my  supporters  when  I  was  in  the  state 
legislature." 

But  attorney  Richman  says  that,  to 
his  best  knowledge,  he  doesn't  have 
anything  in  writing  that  explains  the 
document  mix-up.  He  insists  there  is 
a  rational  explanation  for  the  mix-up, 
but  he  can't  recall  exactly  what  it  is. 

Whatever  the  cause  of  the  mix-up, 
one  point  is  clear:  Lewis  shelved  Un- 
terberg's  complaint  on  the  word  of  the 
developer's  attorney,  who  is  also  one 
of  his  old  political  supporters.  Lewis 
didn't  even  bother  to  check  with  the 
woman  who  notarized  the  document 
in  question.  Forbes  did.  And  she  flat- 
ly rejected  Lewis'  story  of  the  travel- 
ing director. 

Coincidentally,  Lewis  is  currently 
running  for  state  comptroller. 

When  Lewis  dismissed  him,  Unter- 
berg  protested  to  State  Attorney  Rich- 
ard Gerstein,  but  again  got  nowhere. 

Interestingly,  Gerstein— who  is  re- 
portedly a  subject  of  a  federal  grand 
jury  probe  of  bookmaking— apparent- 
ly has  two  tenuous  connections  to  the 
Century  21  crowd.  First,  he  appears 
at  least  distantly  related  to  one  of 
the  New  Yorkers  who  invested  $1 
million  in  Century  21  back  in  1971. 
When  Forbes  called,  asking  for  "the 
David  Gerstein  of  Great  Neck,  N.Y., 
who  is  related  to  Florida  State  Attor- 
ney Dick  Gerstein,"  the  New  York 
Gerstein  said:  "I'm  related  to  him 
through  the  family."  But  the  more 
Forbes  pressed,  the  less  Gerstein 
was  sure  of  the  family  relationship: 
"I  only  met  him  once  in  a  restaurant 
.  .  .  you  better  be  careful  about  mak- 
ing a  tie-in.  You'd  be  making  a  big 
mistake,  fella." 

(Weeks  later  when  Forbes  asked 
State  Attorney  Gerstein  whether  he 
"knew"  David  Gerstein,  he  thundered: 
"Hell  no."  Without  waiting  for  the 
next  question,  he  added:  "And  I'm  not 
related  to  him  either.") 

The  second  tenuous  connection  in- 
volves Gloria  Muroff,  who  says  that 
State  Attorney  Gerstein  bought  fur- 
nishings for  his  new  home  through 
the  39  East  Inc.  furniture  showroom 
sometime  before  last  summer,  when 
she  became  a  partner  in  that  firm. 

Who  is  Muroff?  The  attractive  mid- 
dle-aged designer,  who  sports  denim 
jackets  and  diamond  jewelry,  formerly 
ran  Century  21's  decorating  company 
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and  split  the  profits  "equitably"  with 
the  developers— Morgan  and  Cohen. 
Muroff  told  Forbes:  "Nothing  was  on 
paper;  it  was  common  practice  at 
Century  21." 

In  her  dimly  lit  office  on  Miami's 
exclusive  decorator's  row,  Muroff  in- 
sisted: "I'm  a  minor  character  in  this 
thing."  But  when  Forbes  showed  her 
a  November  1971  amendment  from 
Century  21  that  she  had  signed  as  a  < 
condominium  director,  she  said  in  a 
shaky  voice,  "Now  I  remember:  I 
was  a  director."  When  did  she  be- 
come one?  "I  don't  remember." 

Chain  Of  Events 

The  background  of  Century  21 
seems  clear.  In  1970  Saul  Morgan  and 
wealthy  New  York  dressmaker  Nor- 
man Cohen  (of  Cohen  Brothers) 
started  a  projected  6,600-unit  con- 
dominium on  160  acres.  The  huge 
job  promised  huge  profits. 

But  their  dreams  quickly  wilted. 
Construction  lagged.  Sales  stank.  And 
by  the  summer  of  1971  Cohen,  who 
stood  to  lose  something  under  $1  mil- 
lion, considered  declaring  the  project 
bankrupt.  But  instead,  he  bought  out 

David  Unterberg 


Morgan  and  pulled  through,  partly  by 
inducing  a  group  of  New  York  inves- 
tor friends  to  put  up  $1  million  for  a 
block  of  29  units.  Dave  Gerstein  from 
Great  Neck  is  one  of  the  investors. 

Getting  that  $1  million  wasn't  easy, 
even  though  Cohen  is  also  an  investor 
in  the  New  York  group,  called  39 
Cortlandt  Street  Associates.  Cohen 
had  to  agree  to  lease  back  the  units 
and  pay  Cortlandt  Street  a  return  on 
its  $l-million  investment  for  five  years. 

So  Cohen  got  a  $l-million  head- 
ache. He  was  stuck  with  renting  the 
investor's  units  to  the  public.  Appar- 
ently, to  ease  his  renting  chore,  he 
helped  amend  some  routine  condomin- 
ium provisions  late  in  1971. 

One  of  those  minor  amendments, 
affecting  covered  parking  spaces  and 
presumably  signed  by  Saul  Morgan 
after  he  resigned,  is  the  document 
that  later  stopped  Unterberg  from 
getting  a  $1,000  space  and  started 
him  fighting. 

Unterberg's  puzzle  was  falling  into 
place:  He  didn't  get  a  covered  park- 
ing slot  because  of  a  minor  amend- 
ment. Why  the  change?  To  help 
Cohen's  sale  of  $l-million  worth  of 
units  to  some  New  Yorkers.  Why  the 
sale?  At  least  partly  because  Cohen 
needed  the  money  badly. 

But  one  last  element  was  missing. 
Why  did  Century  21  get  off  to  such 
a  rotten  start? 

Back  in  1969,  before  construction 
began,  Morgan  and  Cohen  decided 
to  form  their  own  dry  wall  company. 
Big  money  was  involved.  That  com- 
pany alone  could  ultimately  make 
around  $1.5  million  for  its  owners,  if 
all  6,600  units  were  constructed. 

But  Morgan  was  so  worried  about 
union  plasterers  trying  to  disrupt  such 
a  huge  dry  wall  job  that  he  went  to 
see  Irving  (Whitey)  Mazzer,  the 
powerful  head  of  the  New  York  Met- 
ropolitan Dry  Wall  Association.  Maz- 
zer made  a  trip  or  two  to  Miami,  and 
presto— Morgan's   worries   were   over. 

Then  Morgan  and  Cohen  bank- 
rolled Approved  Dry  Wall  Construc- 
tion Inc.  in  equal  partnership  with 
Sam  Petrulli  and  Whitey  Mazzer's  24-' 
year-old  son  Neal,  who  ran  the  com- 
pany day-to-day. 

Approved  estimated  the  dry  wall 
work  for  the  initial  phase  of  con- 
struction—some 650  units— at  around 
$1.1  million.  However,  shortly  after 
the  job  began  in  February  1970,  the 
estimates  ended  up  bein^  garbage. 
Costs  hit  $1.4  million  by  June,  $2 
million  by  December  and  around  $2.4 
million  by  February  1971— even 
though  the  work  was  still  unfinished. 

At  that  point,  Morgan  and  Cohen 
tried  to  fire  Approved.  But  Approved 
workers  kept  showing  up  at  the  eon 
struction  site,  even  aftei  the  develop- 
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ers  called  the  police  and  hired  armed 
guards.  Vandalism  erupted  at  the 
site,  and  the  windshield  of  a  car  in 
Morgan's  driveway  was  smashed. 

An  associate  of  Morgan  said,  with- 
out explaining,  "If  Morgan  talked,  he'd 
he  dead."  No  criminal  action  was  ever 
instituted,  and  no  one  knows  who 
caused  the  damage. 

Why  had  Approved's  costs  soared 
more  than  $1  million  over  original  es- 
timates? A  series  of  lawsuits  between 
the  developers  and  the  Petrulli-Maz- 
zer  faction  provide  at  least  two  dis- 
puted stories. 

Petrulli  claimed  that  Morgan  or- 
dered extra  work  and  wasteful  prac- 
tices, such  as  employing  30  men  when 
only  ten  were  needed,  in  order  to  in- 
crease the  project's  construction  loan. 
Why?  The  charge  was  that  Morgan 
and  Cohen  then  funneled  construc- 
tion funds  through  Approved  and 
"drained  off  the  funds  to  themselves." 
The  lender,  First  Federal  Savings  & 
Loan  Association  of  Miami,  claims  it 
did  not  know  that  Morgan  and  Cohen 
owned  half  of  Approved. 

But  Morgan  and  Cohen  claimed  that 
Neal  Mazzer  and  Petrulli,  who  carried 


a  gun  in  his  briefcase,  got  their  or- 
ders from  Whitey  Mazzer.  They 
charged  that  Whitey  Mazzer  hiked 
construction  costs  as  part  of  an  effort 
to  "force  and  coerce"  the  developers  to 
surrender  ownership  in  Approved. 

Neither  side  proved  those  charges 
in  court. 

Today  all  Morgan  will  discuss  about 
Approved  is  his  first  impression  of 
Whitey  Mazzer:  "I  met  a  kindly  white- 
haired  gentleman;  he  dresses  nice." 

A  Postscript 

In  the  end,  perhaps  no  one  prof- 
ited from  Approved  Dry  Wall  and  its 
Sl-million  overrun.  Not  the  develop- 
ers—they split  up,  and  Cohen  went 
on  to  make  his  deal  with  the  New 
Yorkers  that  aroused  Unterberg.  And 
certainly  not  the  650  Century  21  unit 
owners.  Simple  arithmetic  indicates 
that  if  construction  had  cost  $1  mil- 
lion less,  each  buyer  might  have  saved 
over  81,500.  What's  worse,  Approved 
is  just  part  of  a  classical  condomin- 
ium pattern.  It  was  but  one  of  seven 
companies— including  Gloria  Muroff's 
old  decorating  company— that  Mor- 
gan  and  Cohen  had  created  to  milk 


all  the  bucks  they  could  out  of  their 
condominium  complex. 

Early  last  month,  while  Forbes  was 
researching  this  article,  Cohen  tried  for 
the  sixth  or  seventh  time  to  settle  all 
outstanding  lawsuits  brought  by  Cen- 
tury 21  owners  by  offering  them,  in 
part,  $200,000  in  cash,  cancellation  of 
his  5%  management  contract  and  an 
opportunity  to  buy  his  recreation  lease, 
covering  a  small  pool  and  a  polluted 
beach,  which  currently  costs  them 
about  $19,600  a  month.  In  return, 
Cohen  seeks  immunity  from  any  pos- 
sible future  suits. 

The  owners'  leadership,  embold- 
ened by  the  new  FTC  probe,  seems 
inclined  to  keep  fighting.  But  owners' 
President  Fred  Moskowitz  told 
Forbes:  "You  have  to  understand. 
Most  people  who  buy  condominiums 
figure  they  have  maybe  five  years  left. 
They  don't  want  to  spend  the  rest  of 
their  lives  fighting.  They  want  peace." 

Perhaps  most  do.  But  when  Forbes 
repeated  Moskowitz's  comment  to  Un- 
terberg, the  old  SEC  warrior  sput- 
tered: "I'm  going  to  get  my  covered 
parking  space,  if  it's  the  last  thing 
I  do."  ■ 


Bunkie  Knudsen's  Sweet  Revenge 


So  he  lost  out  at  Ford  and  GM.  Bunkie  Knudsen  is  now  running  his  own 
billion-dollar  show  and  doing  very  well  indeed. 


"Last  year  we  made  S2.76  a  share," 
says  White  Motor  Chairman  Semon 
(Bunkie)  Knudsen  slowly  and  with 
gusto.  "When  I  came  here  in  1971, 
and  brought  our  present  fantastically 
great  management  group  here,  who 
have  done  an  outstanding  job,  they 
were  losing  $3.20  a  share." 

Wait,  there's  more.  White's  sales 
should  come  close  to  $1.4  billion  this 
year,  up  nearly  60%  in  the  three  short 
years  Knudsen  has  been  CEO. 

So  what?  The  whole  truck  industry 
and  the  whole  farm  equipment  indus- 
try are  booming.  Is  White  just  get- 
ting the  spillover  of  business  the 
others  can't  handle  now? 

No,  sirree,  replies  Knudsen.  "Our 
market  share  in  trucks  has  gone  from 
13.6%  in  1971  to  15.2%,  so  we're  tak- 
ing it  away  from  someone  else.  Prob- 
ably Mack  and  International  Har- 
vester. We're*  also  increasing  our  mar- 
ket penetration  in  farm  equipment." 

Yeah,  but  farm  prices  have  fallen 
sharply.  If  you're  not  careful,  you're 
going  to  wind  up  with  a  lot  of  unsold 
tractors  on  the  lots  again  like  in  1970. 

Nuts,  says  Knudsen.  "Retail  sales  in 
the  second  quarter  were  up  18%,  and 


we're  watching  that  very  carefully. 
We're  not  making  tractors  for  stock. 
"In  the  past  they  were  concerned  with 
just  pumping  units  into  dealers' 
hands."  White  has  also  strengthened 
its  dealer  organization  in  order  to  get 
a  larger  chunk  of  the  more  lucrative 
owner-operator  business,  he  goes  on. 

Okay,  but  what's  going  to  happen 
to  the  truck  business  when  the  new- 
braking  standards  and  emission  con- 
trol standards  take  effect?  Are  truck- 
ers just  buying  early  to  avoid  them? 

Knudsen  yawns.  Brake  specifica- 
tions have  been  pushed  back  from 
September  to  January,  and  now  to 
March.  And  the  1976  emission  stan- 
dards will  be  no  problem  for  diesel 
engines.  Gasoline  engines,  maybe. 
"Look,  in  the  automobile  business  we 
used  to  think  we'd  sell  a  lot  of  cars 
before  the  safety  standards  came  out, 
but  we  seemed  to  sell  just  as  many 
afterwards.  We  look  for  a  gradual  in- 
crease in  truck  sales  through   1978." 

You  don't  believe  it?  Well,  White 
is  putting  money  on  it.  It  has  tripled 
its  capital  expenditures  to  $65  million 
this  year  and  by  early  next  year  will 
have  increased  truck  capacity  by  50%. 


White's  Canton,  Ohio  engine  plant  is 
no  longer  a  white  elephant,  because 
Knudsen  has  made  a  deal  to  share  it 
with  competitor  Massey-Ferguson. 

But  farm  equipment  and  trucks  are 
cyclical  businesses,  aren't  they? 

"The  larger  the  business  becomes, 
the  less  cyclical  it  becomes,"  he  re- 
plies. "And  we've  moved  our  over- 
seas business  from  practically  zero  to 
close  to  10%.  As  you  become  more 
multinational,  maybe  you're  down  a 
little  here,  but  you're  up  somewhere 
else.   And   then   we've   put   out  some 

49  new  products  since  1971  and  we're 
working  on  more  now.  That  helps  too. 

50  there  may  not  be  as  much  cyclical- 
ly in  our  business  as  before." 

Sure,  the  stock  sells  at  barely  40% 
of  book  value  and  only  about  four 
times  probable  1974  earnings.  But 
then,  whose  stock  is  doing  well? 

They  must  be  crying  in  Detroit. 
They  passed  over  you  at  General  Mo- 
tors and  fired  you  at  Ford  and  here 
you  put  them  to  shame  in  Cleveland. 

Knudsen  doesn't  take  the  bait.  "I've 
had  enough  to  do  here,"  he  replies. 
"I  haven't  had  much  time  to  think 
about  Detroit."  ■ 
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Ferment  In  The  Land  Of  The  Nile 


Some  very  canny  businessmen  are  betting  that  Egypt  could  be  an 
excellent  place  to  invest.  Yes,  Egypt. 


Chairman  Walter  Schirmer  of 
Clark  Equipment  Co.  was  having  a 
glass  of  Egypt's  fine,  light  Stella  beer 
in  Cairo's  Nile  Hilton  hotel.  "It's  just 
like  Brazil  20  years  ago,"  he  was 
saying,  "the  same  men  in  the  same 
small,  crummy  offices  with  just  a  fan 
going.  .  .  ."  In  the  early  Fifties  Schir- 
mer had  arranged  to  put  a  Clark  plant 
into  Brazil  rather  than  in  then-more- 
prosperous  Argentina.  The  invest- 
ment boomed  with  Brazil— the  coun- 
try where  the  economy  is  growing  at 
10%  a  year. 

Will  Egypt  be  the  next  Brazil? 

Listen  to  Dr.  Abdel  Maguid,  back 
in  Egypt  after  eight  years  with  the 
World  Bank  in  Washington  and  now 
deputy  to  Abdul  Aziz  Hegazy,  archi- 
tect of  President  Anwar  Sadat's  eco- 
nomic policy.  Says  Maguid:  "Western 
technology  with  Arab  capital  and  the 
Egyptian  market  is  an  unbeatable 
combination." 

This  is  the  real  meaning  behind 
Treasury  Secretary  William  Simon's 
trip  to  Egypt  in  mid-July.  He  was 
not  offering  massive  U.S.  aid.  He  was 
talking  with  the  Egyptians  about 
ways  for  Arab  capital  to  develop 
Egypt  in  partnership  with  U.S.  man- 
agement and  technology. 

Don't  sneer.  Egypt  is  not  the  waste- 
land most  people  think  it  is.  True, 
many  of  its  36  million  or  so  inhabi- 
tants are  unlettered  fanners,  however 
skilled  as  farmers  they  may  be.  But 
Egypt  has  12  million  literate  people- 
more  than  the  rest  of  the  Middle  East 
combined.  It  provides  free  education 
right  through  the  university  level. 
Egypt  graduates  some  400,000  peo- 
ple each  year  in  the  sciences  and  hu- 
manities; education  reaches  5.5  mil- 
lion of  the  population., 

Egyptian  graduates  staff  not  only 
Egypt,  but  the  rest  of  the  Arab  world 
and  beyond.  Unable  to  find  decent 
jobs  at  home,  Egyptians  emigrate  by 
the  hundreds  of  thousands.  In  other 
countries  of  the  Middle  East  there 
are     500,000     Egyptian     expatriates. 


They  are  managers,  skilled  laborers, 
teachers,  white-collar  workers.  Egypt, 
in  short,  is  a  country  that  produces 
managers  who  have  little  to  manage. 

When  they  took  over  the  Suez  Ca- 
nal in  1956,  the  Egyptians  surprised 
the  world  by  running  it  efficiently, 
without  benefit  of  Western  techni- 
cians. Their  army,  while  ultimately 
threatened  with  disaster  by  the  Is- 
raelis, handled  well  the  ultramodern 
weapons  that  the  Russians  sold  them. 
All  this  did  wonders  for  Arab  con- 
fidence—and not  just  in  Egypt. 

A  student  of  history  ought  not  to 
be  entirely  surprised.  Egypt  was  never 
a  fly-specked  nation,  drowsing  in  the 
sun.  It  was  a  great  civilization  with  a 


"We  Were  Paying 
For  Their  Tea  Breaks'' 

People  in  the  Middle  East  are  con- 
fident that  history  has  swung  their 
way.  They  are  convinced  that  for 
more  than  a  century  their  lands  were 
milked  to  help  provide  Europe  and 
the  U.S.  with  a  high  standard  of  liv- 
ing. Says  the  Egyptian  government's 
Dr.  Abdel  Maguid:  "We're  paying  dou- 
ble, triple  the  price  for  wheat,  and 
you  all  believe  that  crazy  [oil  expert] 
Walter  Levy  in  Washington  when  he 
blames  everything  on  the  Arabs  for 
charging  more  for  their  oil."  Does  the 
West  object  to  paying  high  prices  for 
gasoline  and  fuel  oil?  Retorts  Maguid: 
"Let  their  governments  reduce  taxes 
to  absorb  the  higher  prices.  Yes,  their 
there  will  be  a  reduced  level  of  free 
social  services  in  the  U.K.  as  a  result, 
and  an  increased  level  in  Iran,  in 
Indonesia  and  Nigeria.  What's 
wrong  with  that?  The  West  has  been 
living  on  the  developing  countries. 
Why  don't  the  English  stop  breaking 
for  tea  and  work  a  little?  Let  them 
work  for  their  standard  of  living." 


centralized  government  over  3,000 
years  before  Christ.  Western-style  ed- 
ucation and  modern  technology  were 
introduced  into  the  country  a  full 
century  ago— about  the  same  time  as 
in  Japan.  Cairo,  pre-Nasser,  was  more 
Mediterranean  than  Middle  Eastern. 

But  Egypt  has  a  fatal  lack:  capital. 
Its  gross  national  product  last  year 
was  about  $222  per  person,  $8  bil- 
lion in  all— scarcely  as  much  as  that  of 
Mississippi.  Its  big  population  is 
crammed  into  the  tiny  4%  of  its  land 
that  is  irrigated  by  the  Nile  (the  rest 
is  dry  and  desolate  land) . 

The  Egyptians  are  poor  but  tal- 
ented. Their  neighbors,  the  Arab  oil 
states  of  Saudi  Arabia,  Kuwait,  Abu 
Dhabi,  Bahrein,  Qatar  and  others, 
have  big  money  but  few  people. 
They  have  no  place  to  invest  the  mon- 
ey. So  far,  very  little  Arab  oil  money 
has  come  to  Egypt,  though  Egypt 
alone  among  the  Arab  countries  has 
the  ability  to  put  the  money  to  use. 

The  trouble  is  that  Arab  oil  money 
is  nervous  money.  It  wants  gilt-edged 
investments.  The  equation  works  like 
this:  Surplus  Arab  oil  funds,  already 
upwards  of  $25  billion  and  climbing 
fast  toward  $100  billion,  are  now 
being  held  on  short  term  with  the 
major,  mainly  U.S.,  multinational 
banks.  This  money  will  come  to  Egypt 
only  if  those  same  U.S.  banks  and 
their  U.S.  industrial  clients  take  it 
there.  The  Americans— and  the  Eu- 
ropeans—would serve  as  middlemen 
and  as  suppliers  of  technology.  Egypt 
is  ready  to  supply  its  only  surplus, 
which  is  cheap  labor.  It  is  also  ready, 
under  President  Anwar  Sadat,  to  do  ev- 
erything else  a  new  open-door  eco- 
nomic policy  and  technician-led  gov- 
ernment can  do  to  bring  the  money 
and  the  industry  into  Egypt. 

The  oil  Arabs  are  determined  not 
to  be  suckered  out  of  their  money— not 
even  by  fellow  Moslems.  Dr.  Moham- 
med Zaki  Shafei,  head  of  the  econom- 
ic section  at  Arab  League  headquar- 
ters   in    Cairo,    puts    it    very    well 
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"They  don't  call  it  oil  profits.  It  is 
their  capital  being  transformed  from 
one  form  to  another.  We  have  to  offer 
them  viable  projects  in  a  businesslike 
manner;  we  have  to  offer  them  equity 
so  they  have  something  when  the  oil 
is  finished.  The  Americans  and  Eu- 
ropeans can  offer  and  make  viable 
projects." 

The  idea  is  put  more  bluntly  by  a 
middle-class  Egyptian  named  George 
Kerroum,  a  CPA  and  management 
consultant  recently  returned  from 
Libya  to  make  his  way  in  his  home- 
land's new  economic  climate:  "The 
Saudis  and  Kuwaitis  take  no  risk 
whatever.  They  never  risk  anywhere. 
But  they  trust  the  American  compa- 
nies. They  put  their  money  with 
Chase.  So,  through  clients  of  Chase, 
the  U.S.  will  participate  in  the  fi- 
nancing and  expansion  of  a  petro- 
chemical plant  near  Alexandria." 

Okay.  Hold  it  right  there.  What 
does  Chase  Manhattan  say?  Chase, 
which  handles  a  lot  of  King  Faisal's 
money  and  which  has  arranged  an 
$80-million  loan  to  Egypt  to  help  fi- 
nance an  oil  pipeline  from  the  Red 
Sea  to  the  Mediterranean,  says  that 
such  things  as  petrochemical  plants 
are  still  little  more  than  "discussions." 

A  bank  like  Chase  "discusses"  many 
things  with  many  people.  The  truth  is 
that  many  of  the  energetic  Egyptians 
one  meets  in  Cairo  these  days  get 
carried  away  with  enthusiasm.  The 
fact  is  that  neither  the  Americans  nor 
the  Arabs  have  yet  signed  on  the 
dotted  line  with  Egypt. 

Will  they  sign?  Even  miracles  take 
time,  and  if  Egypt  is  to  work  an 
economic  miracle,  there  will  have  to 
be  patience  from  everyone  concerned. 
This  won't  surprise  experienced  for- 
eign investors:  It  took  Brazil  a  long 
time  to  get  off  the  launching  pad,  and 
Brazil  started  from  a  higher  level  of 
industrialization  than  Egypt  now  pos- 
sesses. "I  think,"  Clark  Equipment's 
Schirmer  said  after  returning  from 
Cairo,  "that  Egypt  is  five  to  ten  years 
away  from  where  Brazil  was  when 
Clark  went  in.  For  any  kind  of  basic 
manufacturing,  such  as  fertilizer,  ce- 
ment, etc.)vthe  opportunities  are  right 
now.  But  sophisticated  manufacturing 
is  a  little  further  out."  Schirmer  agrees 
that  the  availability  of  Arab  capital 
could  give  Egypt  an  advantage  that 
Brazil  lacked  in  the  early  days. 

But  just  as  Brazil  proved  to  have 
an  enterprising  middle  class  that  was 
raring  to  got  so  does  Egypt.  How 
Egypt  plans  to  turn  this  to  advan- 
tage is  put  succinctly  by  Ahmed 
Roushdi,  director  of  investment  in 
the  new  tax-  and  duty-free  zones  that 
Sadat  has  authorized:  "We  have  a 
large  number  of  employees  in  exist- 
ing factories— according  to  the  policy 


of  the  government  that  no  graduate 
is  left  without  employment.  So  grad- 
uates are  appointed  in  different  fac- 
tories, whether  we  need  them  or  not. 
If  they  are  paid  30  pounds  in  fac- 
tories now,  and  you  come  in  and 
pay  them  50  pounds,  they  will  leave 
to  go  to  work  for  you,  and  it  will  be 
good  for  Egyptian  factories;  it  will 
raise  productivity." 

An  Egyptian  resident  in  the  U.S. 
tells  of  visiting  Cairo  recently  and 
calling  on  a  young  relative,  a  Ph.D, 
who  shared  an  office  with  five  other 
technicians.  None  of  them  had  any- 
thing to  do.  The  government  was  mak- 
ing good  its  pledge  to  provide  jobs  for 
the  educated,  to  help  keep  them  at 
home.  But  it  had  nothing  much  to 
give  them  to  do. 

This  kind  of  make-work  is  reward- 
ing neither  psychically  nor  financially. 
The  30  Egyptian  pounds  that  a  grad- 
uate earns  in  a  month  is  worth— at 
the  official,  and  artificial,  exchange 
rate  ($2.55  for  the  pound) -some  $75 
a  month.  But  its  purchasing  power 
is  closer  to  the  tourist  rate  of  $1.75, 
meaning  $52.50  a  month.  Not  much 


incentive  for  an  educated  man!  This  is 
the  society  where  a  graduate  elec- 
trical engineer  goes  to  work  for  a 
state  concern  and  works  as  an  auto 
mechanic  for  $112  a  month.  He  wants 
to  get  married,  but  cannot  afford  it 
unless  he  goes  away,  perhaps  to  Lib- 
ya, where  he  can  make  $1,000  a 
month— ten  times  his  Egyptian  wage. 
In  providing  jobs  for  the  educated, 
Nasser's  socialism  saddled  the  bud- 
ding economy  with  unbearable  costs. 
Quietly,  Sadat  and  his  aides  are  de- 
socializing  the  economy.  An  Egyptian 
tells  of  a  small  family  pharmaceutical 
business  nationalized  under  Nasser. 
The  family  had  run  it  with  nine  em- 
ployees. After  15  years  of  socialism, 
the  company  was  still  doing  the  same 
volume  of  business,  but  its  payroll 
had  swelled  to  34.  The  Sadat  govern- 
ment offered  to  return  the  business 
to  its  original  owners.  "No  thanks," 
they  replied.  "We'd  lose  money  with 
that  inflated  payroll."  Nothing  if  not 
pragmatic,  the  Sadat  government  ab- 
sorbed the  extra  25  employees  else- 
where on  the  state  payroll.  The  fam- 
ily took  its  business  back. 


The  Aswan  High  Dam  represents  the  zenith  of  Russian  influence  in  Egypt. 
Begun  under  Nasser,  it  was  opened  by  Presidents  Podgorny  and  Sadat  (above) 
in  1971.  But  Sadat  has  long  been  icy  to  the  Russians,  and  now  he  is  turning 
to  another  ally  (below)  in  hopes  of  bringing  work  and  money  to  Egypt. 
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Egypt  Today  retains  the  mixture  of  East  and  West  it  had  in  colonial  days: 
rites  of  Islam  observed  publicly  amid  the  bustle  of  modern  life,  the  material 
style  and  show  of  its  people  and  the  hint  (below)  of  luxury  and  ease  with 
which  Egypt  hopes  to  become  a  tourist  Mecca.  West  of  Alexandria  it  has 
1 ,000  miles  of  white  sand  and  blue  water  just  waiting  for  a  developer. 


One  of  the  few  American  compa- 
nies that  survived  the  Nasser  era  in 
Egypt  was  Chas.  Pfizer  &  Co.;  even 
a  socialist  country  needs  medicine. 
Pfizer  operates  in  partnership  with 
an  Egyptian  firm.  Says  Ahmed  Roush- 
di:  "The  Pfizer  company  pays  80 
pounds  a  month  and  the  people 
work  their  ten  hours  a  day,  work  pro- 
ductively and  are  happy."  Pfizer  can 
afford  to  pay  well  because  it  is  sub- 
ject to  relatively  little  featherbedding. 
This  formula  of  harder  work  and  high- 
er pay  is  the  vision  for  the  future  that 
excites  the  Egyptian  technicians. 

The  Luxury  Of  Socialism 

The  Egyptians  have  learned  that 
socialism  is  a  luxury.  The  best  way  to 
keep  the  educated  happy  and  pro- 
ductive is  to  bring  in  new  industry 
rather  than  try  to  force  existing  in- 
dustry to  absorb  them.  For  this, 
Egyptians  need  the  oil-rich  Arabs.  Ul- 
timately, the  Arabs  need  the  Egyp- 
tians, too.  "They  think  of  buying  in- 
dustries in  Europe  and  America,"  says 
the  Arab  League's  Dr.  Shafei,  "but  I 
tell  them  the  British  government  won't 
let  you  buy  Id,  the  Americans  won't 
let  you  buy  General  Motors." 

For  now,  the  Arab  money  men, 
whether  in  government  or  private  citi- 
zens, are  nervous,  especially  about 
Egypt,  which  only  recently  had  a  lead- 
er, Gamal  Abdel  Nasser,  who  nation- 
alized nearly  everything  in  sight  and 
made  frequent  war  on  the  Arab  oil 
princes,  whom  he  regarded  as  feudal 
anachronisms.  To  support  Egypt  in 
war  with  money  is  one  thing,  to  in- 
vest in  it  is  another. 

As  one  American  banker  in  London 
puts  it:  "The  Arabs  have  been  burned 
so  many  times.  Bernie  Cornfeld  took 
them,  and  Wall  Street  is  a  disaster. 
They  switched  into  currencies  that 
became  very  unsettled.  They  are  very 
worried  people  as  to  how  to  protect 
that  money."  The  upshot  is  that  the 
Arabs  put  their  money  either  short 
term— one  year,  maybe  two— with  the 
big  dollar-based  banks,  or  they  pul 
it  into  property. 

Now  property  investments,  even 
in  tourist  hotels  in  Cairo  and  Alex- 
andria, do  little  to  train  the  Egyptian 
young  and  bring  about  the  new  indus- 
trialized Egypt.  So  while  the  Egyptian 
Technocrats  welcome  the  tourist  hotel 
investment,  their  refrain  is:  "We  must 
create  viable,  businesslike  projects  for 
the  Arab  money  to  invest  in. " 

What  the  Egyptians  have  done, 
lacking  money,  is  to  pass  an  invest- 
ment law.  The  new  law,  on  which  (he 
ink  is  barely  dry,  sets  up  fairly  liberal 
conditions  under  which  multinational 
companies  can  come  to  Egypt— eitlut 
to  produce  something  the  Egyptiani 
do  not  make  themselves  or,  in  one  of 
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the  entrepot  zones,  to  produce  any- 
thing they  like,  so  long  as  it  is  for 
export. 

The  companies  must  bring  in  their 
own  financing,  their  own  machinery 
and  raw  materials,  if  such  are  not 
available  in  Egypt.  They  must  cover 
further  imports  of  raw  materials  and 
industrial  components  by  exports,  and 
the  profit  they  wish  to  make  must  in 
all  cases  be  covered  by  exports.  But 
there  is  no  limit  on  how  much  profit 
they  can  make  nor  on  the  repatriation 
of  those  profits.  Capital  to  set  up  the 
business  can  be  recaptured  and  re- 
patriated within  five  years. 

Egypt's  new  law  gives  guarantees 
as  good  as  a  company  will  find  any- 
where against  expropriation.  How 
solid  are  these  guarantees?  As  U.S. 
businessman  John  McMullen,  who  is 
active  in  projects  with  Egypt,  says: 
"It's  safer  than  any  place  in  South 
America  except  Brazil." 

Egypt's  only  stipulation  is  that  the 
industry  employ  and  train  Egyptian 
labor— labor  from  a  country  where 
the  new  minimum  wage  has  been  set 
at  $2.04  a  day. 

So,  what  has  happened?  The  Egyp- 
tians will  tell  you  they  are  besieged 
with  offers  and  applications.  However, 
the  head  of  the  Arab  and  foreign  cap- 
ital investment  authority,  Taher  Amin, 
admits:  "I'm  still  waiting  for  the  big 
American  companies." 

Stirrings 

But  if  there  has  been  little  action, 
there  is  plenty  stirring.  Chase  Man- 
hattan, First  National  City  and  Bank 
of  America  have  only  just  received  the 
O.K.  to  open  offices  in  Cairo,  joining 
American  Express,  which  was  already 
there.  A  line  of  some  dozen  U.S.  banks 
awaits  the  O.K.;  President  Nixon's 
visit  was  only  in  mid-June,  Treasury 
Secretary  Simon's  in  mid-July.  One  ap- 
parent obstacle  is  Egypt's  huge  foreign 
debt.  William  J.  Casey,  head  of  the 
Export-Import  Bank,  says:  "Frankly, 
we  don't  see  much  opportunity  for 
business  there  right  now.  It's  a  matter 
of  credit- worthiness." 

The  obstacle  may  not  be  too  serious. 
Casey  wasdooking  at  Egypt's  govern- 
ment-to-government debt— $2  billion 
owed  to  the  Russians,  plus  its  debt  for 
past  Russian  armaments,  plus  about 
$1  billion  owed  to  Western  nations, 
including  $70  million  owed  the  U.S. 
for  some  eight  years  that  keeps  get- 
ting refinanced. 

But  what* the  government  people 
weren't  looking  at— and  the  commer- 
cial bankers  are— is  that  while  Egypt's 
credit  rating  among  governments 
might  be  lousy,  its  commercial  credit 
rating  is  very  good  indeed.  Since 
1966— even  under  Nasser— Egypt  has 
made  certain  to  pay  back  its  every 


commercial      obligation      on      time. 

The  Suez  Mediterranean  pipeline 
project  (Sumed)  is  the  first  evidence 
of  the  banks'  new  willingness  to  lend. 
It  is  also  the  first  concrete  example  of 
Egypt's  great  equation  in  action:  U.S. 
managers  channeling  Arab  money  and 
Western  technology  into  Egypt.  The 
$400-million  Sumed  pipeline  is  being 
financed  half  by  Egypt-with  the  help 
of  the  Chase-arranged  $80  million, 
nine-year  financing— half  by  Arab  oil 
states.  The  oil-shipping  customers  of 
the  pipeline  are  already  committed. 
In  other  words,  it  is  a  deal  that  some 
bankers  think  Egypt  could  have  fi- 
nanced all  by  itself.  Instead,  it  pre- 
ferred to  get  the  Arab  states  in  for 
50%  equity— a  way  to  give  the  Arabs 
confidence,  a  riskless  way  to  get  their 
feet  wet. 

The  reason  Chase  got  the  business 
is  interesting,  too.  French  and  Swiss 
banks  were  bidding  for  it  first.  But 
Chase's  financing  package  was,  in  the 
words  of  Chase's  David  Sambar,  "in- 
novative." Instead  of  Egypt  paying  a 
flat  rate  of  interest  for  nine  years,  it 
pays  increasingly  high  rates  as  the 
principal  decreases.  This  means  that 
most  of  the  cost  is  deferred  until  the 
pipeline  is  earning  hard  currency  and 
Egypt  has  its  canal  open  and  is  earn- 
ing more  dollars.  That  is  what  a  very 
knowledgeable  man  in  Cairo,  Foreign 
Affairs  spokesman  Tahsin  Bashir, 
means  when  he  says:  "The  Americans 
are  more  imaginative.  They  can  see 
the  big  projects.  The  Europeans  are 
poorer,  want  to  see  the  buck  right 
there.  For  the  small  projects,  they  are 
more  agile,  but  the  Americans  are  good 
for  the  big  projects." 
-  Originally,  Bechtel  Corp.,  of  Cali- 
fornia, was  to  be  prime  contractor  on 
Sumed.  But  between  negotiation  of 
the  job  and  contract-signing,  the  Oc- 
tober war  and  wild  inflation  inter- 
vened. Bechtel  wanted  to  renegotiate 
to  allow  for  that  inflation,  and  when 
the  Kuwaitis  balked,  Bechtel  backed 
off.  The  Italian  firm,  Snam-Progetti,  is 
now  the  contractor.  However,  Bechtel 
is  still  very  much  in  the  picture.  It  has 
been  retained  as  construction  manager 
—according  to  one  Egyptian  opinion— 
in  order  to  retain  the  U.S.  presence. 
As  an  example  of  how  anxious  the 
Egyptians  are  to  sow  U.S.  deals,  in 
June  American  National  Underwriters 
flew  in  their  Beirut  man,  John  Turn- 
er, and  he  tied  up  the  insurance  on 
Sumed  in  three  days  in  Cairo. 

More  than  the  Arabs,  more  than  the 
Americans,  more  than  the  Europeans, 
the  Shah  of  Iran  has  been  moving  into 
Egypt.  His  government  has  concluded 
agreements  for  $500  million  toward 
joint  ventures  with  Egypt.  These  ven- 
tures will  build  two  fertilizer  plants 
using  Egyptian  natural  gas  and  phos- 


Egypt's  Peasants  wring  almost 
two  crops  a  year  from  the  soil, 
using  all  that  4,000  years  of 
tending  an  overflowing  river  have 
taught  them.  But  the  arable  land 
is  not  readily  expandable,  and 
Egypt's  industrialization,  aborted 
when  begun  100  years  ago,  is  now 
the  ambition  of  the  day. 
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The  World's  oldest  university  (970  A.D.)  is  Cairo's  Al 
divinity  school  that  once  ruled  Egypt.  But  today  modern 
air  conditioner  and  refrigerator  repair  below,  reaches  many 
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phate,  with  the  two  countries  sharing 
in  the  output.  They  will  also  build  a 
yarn-spinning  plant  using  Egyptian 
cotton.  Iran  has  committed  itself  also 
to  financing  another  pipeline,  from 
Suez  to  Port  Said,  and  to  $250  million 
toward  rebuilding  the  three  Suez 
Canal  cities,  Port  Said,  Ismailia  and 
Suez.  In  all,  Iran's  commitments  total 
somewhere  over  $1  billion. 

One  of  the  earliest  U.S.  business- 
men on  the  current  scene  was  John 
McMullen,  once  head  of  U.S.  Lines. 
He  approached  the  Egyptians  in 
April  1973,  saw  President  Sadat  and 
discussed  two  things:  the  reconstruc- 
tion of  Port  Said  and  an  Egyptian 
bulk-carrier  fleet.  "It  was  clear  to  me 
long  before  October,"  says  McMullen, 
"that  the  Egyptians'  attitudes  toward 
themselves  are  changing.  And  it  was 
clear  from  1972,  even  before  the  oil 
price  increase,  that  the  funds  avail- 
able in  that  part  of  the  world  were 
enormous."  McMullen  is  today  40% 
partner  with  Egypt  in  a  maritime  com- 
pany that  hopes  to  take  advantage 
of  burgeoning  Middle  East  trade  and 
oil  money's  fondness  for  ship  financ- 
ing by  building  ten  to  15  ships  worth 
some  $500  million. 

California's  FMC  Corp.  is  talking 
an  interesting  deal.  FMC  would  raise 
vegetables,  animal  fodder  and  dairy 
herds   on   land    100   kilometers   from 


Alexandria  in  the  Nile  Delta.  FMC 
will  then  export  the  vegetable  and 
dairy  products.  In  San  Jose,  Calif., 
FMC  agricultural  machinery  head- 
quarters, the  word  is  that  nothing 
has  been  signed,  that  discussions  have 
been  going  on  a  mere  few  weeks,  or 
since  Nixon's  mid-June  visit  to  Egypt. 
But  the  deal  shows  the  possibilities. 

Exxon  and  Mobil  are  exploring  for 
oil,  and  the  hopes  are  reasonably  high 
that  Egypt  might  even  become  an  oil- 
exporting  nation  within  a  few  years. 
But  oil  would  not  deflect  Egypt  from 
its  primary  goal:  becoming  the  man- 
ufacturers, the  industrial  nation,  of 
the  new  Arab  Middle  East. 

Now  a  common  thread  through  all 
of  Egypt's  proposals  to  foreign  indus- 
try is  that  if  it  comes  in,  it  must  ex- 
port to  earn  the  profits  it  wants  to 
take  out.  Export  to  whom?  Forbes 
asked,  when  Europe  is  looking  to  a 
lower  standard  of  living.  Most  of  the 
answers  reflected  growing  confidence 
in  the  Middle  East  (see  box,  p.  20). 
"Exports  will  go  to  countries  with  sur- 
pluses, to  Middle  Eastern  countries," 
said  one  official.  "The  pattern  of  trade 
and  production  will  never  again  be 
what  it  was  before  the  October  1973 
war."  And,  in  time,  the  hope  is  that 
the  market  potential  of  Egypt's  rela- 
tively big  population  will  be  realized; 
that  Egypt  will  become  what  it  has 


been  many  times  before,  the  premier 
country  of  a  Middle  Eastern  civiliza- 
tion. Are  these  pipe  dreams? 

Cairo  is  alive  at  this  time  of  year. 
It  is  high  season,  as  the  Arabs  come 
up  from  the  even  hotter  Gulf  to  wine 
and  dine  and  break  the  stricter  pre- 
cepts of  Islam.  You  see  elegant  wom- 
en dancing  with  affluent  men  at  the 
Cairo  Sheraton  nightclub.  The  streets 
of  Cairo  throb.  By  the  mosque  of  Ho- 
sein  in  Old  Cairo,  the  square  is 
thronged  with  people  at  11  o'clock 
at  night.  The  Muezzin  intones  the  last 
call  to  prayer,  but  the  bazaar  goes  on 
in  clicking  Arabic  while  boys  play 
soccer  in  the  square  using  a  patched- 
up  imitation  football. 

In  fact,  the  streets  of  Cairo  are  too 
alive.  They  are  crowded  with  Egyp- 
tian refugees,  because  1.5  million  peo- 
ple have  been  driven  from  the  war- 
ruined  cities  of  the  Canal.  Egyptian 
refugees  in  Egypt  are  a  social  prob- 
lem; the  rebuilding  of  the  Canal  cities 
is  the  government's  No.  One  priority. 

Bebuilding  of  the  cities  along  the 
Suez  Canal  is  also  testimony  to  the 
Egyptians'  belief  that  there  will  be  no 
more  war  with  Israel.  Many  of  the  il- 
lusions are  fading  from  the  Middle 
East— on  both  sides.  The  Egyptians, 
for  one,  are  content  to  call  a  stale- 
mated (in  truth,  a  nearly  disastrous) 
war  a  victory  and  let  it  go  at  that.  In 
Egypt  the  prevailing  emotion  is  not 
for  glory  but  for  a  better  life. 

Return  Of  The  Native? 

Wagdy  Sharkas  is  an  Egyptian  who 
lives  in  Chicago,  where  he  is  a  profes- 
sor of  accounting  and  business  man- 
agement at  the  University  of  Illinois. 
He  represents  a  society  of  360  Egyp- 
tian scholars  in  the  U.S.  He  was  back 
in  Egypt  for  a  visit  in  July  after  a 
swing  around  the  Middle  East.  He  is 
coming  back  again  to  help  reorganize 
the  Egyptair  Co.  Will  he  stay?  "No," 
he  said.  "We  will  come,  but  not  for 
good,  not  yet.  If  we  leave  America 
now,  we  will  lose  touch  with  the  de- 
velopments in  business  management 
that  come  so  fast  over  there.  But  in 
ten  years,  maybe  15,  all  that  flow  of 
information  will  be  available  here,  in 
Cairo.  Then  we  will  come  for  good." 

That's  a  dream,  of  course,  and  busi- 
nessmen can't  invest  billions  on  dreams 
—nor  on  enticing  analogies  with  Brazil. 
That  is  what  Secretary  Simon  told  his 
Egyptians:  Don't  be  afraid  to  open  up 
your  economy,  invest  more  of  youi 
own  Egyptian  capital  along  with  the 
foreigner  and  don't  be  afraid  to  lei 
people  make  profits.  But  if  the  equi 
tion  can  be  made  to  work— Arabian 
money,  U.S.  technology,  Egyptian 
manpower  and  market  potential  tin- 
dreams  and  analogies  could  \ei\  well 
come  true.  ■ 
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They're  the  secret 

ingredient  of  your 

Wife's  Sunday  roast 


As  you  sit  down  to  an  oven-fresh  roast, 
thoughts  of  compressors  are  doubtless 
far  from  your  mind.  Yet  the 
Ingersoll-Rand  4000  horsepower  jet 
:urbine  driven  compressors  give  it  that 
jone-to-a-tum,  mouth-watering  goodness. 
For  the  gas  that  fired  the  oven  may  have 
Dome  to  you  from  underground  gas  fields 
nany  thousands  of  miles  away.  And 


moving  natural  gas  from  where  it  is  found 
to  where  it  is  needed  is  one  of 
Ingersoll-Rand's  many  energy-handling 
responsibilities. 

These  GT-40  gas  turbine  driven 
centrifugal  compressors  are  part  of 
nineteen  packaged  units  that  are  putting 
a  76,000  horsepower  push  on  a  major  gas 


□ 


pipeline — keeping  the  gas  flowing 
through  hundreds  of  miles  of  large 
diameter  underground  pipe. 
For  the  complete  story  of 
Ingersoll-Rand's  contribution  to  energy 
production,  send  for  Bulletin  374, 
Ingersoll-Rand,  Dept.  F-31, 
Woodcliff  Lake,  N.J.  07675. 

Ingersoll-Rand 

•  The  power  that  makes  energy  move 
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Maybe  the  best 

time  to  lease  a  fleet 

of  trucks  is  when 

you  already  own  a 

fleet  of  trucks. 


Why?  Because  we'll  buy  your  trucks  at  a 
fair  price,  then  lease  them  back  to  you. 

This  will  release  the  capital  you've 
invested  in  them.  It  will  also  free  yoa  from  the 
possibility  of  further  capital  outlays.  (It  costs 
around  two  thousand  dollars  to  overhaul  a  diesel 
engine.)  And  think  of  what  it  costs  to  run  an 
efficient  trucking  operation.  The  mechanics, 
the  clerical  help,  the  supervisory  personnel,  your 
top  management's  time,  plus  your  own.  In 
addition,  you  won't  invest  another  cent  in  spare 
parts  inventories,  tools,  and  maintenance  facilities. 

Why  tie  up  all  that  money  and  manpower? 

With  a  Hertz  full  service  truck  lease 


comes  the  entire  fleet  of  Hertz  Truck  people  who 
take  care  of  your  maintenance,  fuel  tax  reports, 
road  service,  repairs  and  replacement  trucks,  etc. 
And  a  network  of  over  850  fuel  and  maintenance 
centers  across  the  country. 

What  this  all  means  is  that  besides  the 
right  people  taking  care  of  your  trucking  operation 
for  you,  you'll  also  have  the  right  trucks  for  the 
job.  Because,  if  necessary,  we'll  recondition  your 
present  fleet  or  replace  it  with  a  brand  new  fleet 
specially  designed  for  your  particular  needs. 

And,  most  important,  it  means  your 
capital  will  be  out  of  your  trucks  and  back  in  your 
business.  Where  it  belongs. 


•  MEUT!  STSTEM  INC    I9M 


Hertz  leases  Fords  and  other  sturdy  trucks.  For  further  information  on  Hertz  big  truck  leasing,  write 
Edward H  Blickstein,  Vice  President,  Sales,  Hertz  Trucks,  660  Madison  Avenue,  New  York,  N.  Y  10021. 

We  lease  more  than  just  trucks.  We  lease  peace  of  mind. 

Hertz  is  tig 
in  tig  Trucks 


What's  The  Story,  Mr.  Riklis? 


Meshulam  Riklis  agreed  to  talk  with  Forbes 
about  his  problems.  And  he  talked  and  talked. 
What  did  he  say?  Just  listen. 


h  Mi  sin  iwi  Riklis  ever  goes  broke 
and  loses  his  $6  1 2,()()()-a-year  job,  be 
can  always  make  a  comeback  as  a 
nightclub  comedian.  Forbes  called 
on  him  last  month  to  check  rumors 
about  serious  trouble  in  Riklis'  empire. 
Is  Riklis  himself  spread  thin?  What's 
going  on  at  Rapid-American  Corp., 
Riklis'  $2.7-billion  (sales)  consumer 
products-and-apparel  conglomerate? 
The  write-offs  in  his  62%-owned  Mc- 
Crory  Corp.  due  to  operating  losses 
at  S.  Klein?  The  1%  overall  profit  mar- 
gin? The  fantastic  leverage— debt  to 
equity  of  7  to  1?  Rapid- American  sell- 
ing at  barely  two  times  earnings? 

Looking  tanned  and  trim  from  his 
latest  safari  to  Africa,  Riklis  received 
Forbes'  Celia  Currin  in  his  expen- 
sive-looking, modern-art-hung  office 
on  New  York's  Fifth  Avenue.  It  was 
a  virtuoso  performance.  In  talking 
about  his  company,  he  was  alternated 
brusque  and  friendly,  hard-voiced  and 
soft-voiced,  arrogant  and  solicitous. 
He  is  a  born  actor.  There  follow  some 
highlights  of  our  session  with  him, 
rearranged  somewhat  as  to  chro- 
nology, but  clearly  reflecting  the  Rik- 
lis manner. 

What  happened  to  earnings,  down 
95%  in  the  first  quarter? 

Riklis  :  We  stunk  in  the  first  quar- 
ter. Is  that  the  end  of  the  world? 

If  you  don't  like  it,  don't  buy  my 
stock.  You  don't  like  me,  don't  go  on 
a  date  with  me.  But  you  can't  go  in 
the  street  and  say  I  am  a  lousy  lov- 
er, because  you  don't  know.  Somebody 
says,  "Riklis  is  no  good,  he  is  in  trou- 
ble." Ask  him  how  he  knows.  Ask  him 
how  many  times  he  said  that. 

You  can't  say  we  are  in  trouble. 
We  make  more  money  than  ever  be- 
fore. What  is  trouble?  Okay,  last  year 
S.  Klein  [discount  department  stores] 
was  a  disaster.  Big  trouble.  What  did 
Rapid  come  up  with  after  big  trouble 
and  a  $7.4-million  write-off?  Thirty 
million  dollars  after  tax.  It  is  not  the 
end  of  the  trouble.  But  you  have  to 
look  at  performance. 

What  about  all  that  leverage? 

Riklis:  We  have  a  company  that  per- 
forms and  performs  well  and  performs 
better  all  the  time.  It  has  leverage. 
But  all  the  bond  is  outstanding;  we 
are   not   issuing   new   ones.    Whether 
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they  sell  at  50  or  60,  it  is  not  our 
function  to  worry  about  it.  This  com- 
pany is  not  an  orchestra  with  sand-lot 
musicians.  They  know  their  business. 
My  work  load  is  like  the  engineer 
in  the  train.  If  all  works  smoothly, 
the  engineer  sits  and  eats  his  sand- 
wich and  watches  the  road  and  waves 
to  all  the  beautiful  girls.  When  the 
engine  huffs  and  puffs  and  sputters 
he  has  to  give  it  more  attention. 

How  are  your  divisions  doing? 

Riklis:  You  go  to  International  Play- 
tex  [consumer  packaged  goods]  and 
you  will  find  it  a  gorgeous  company. 
Its  record  is  impeccable.  Its  people 
are  young  and  dedicated,  properly 
educated  in  the  field  of  management. 
It  is  one  of  the  best-managed  com- 
panies in  the  country. 

You  go  to  BVD  Co.  [clothing  man- 
ufacturers] and  you  find  a  woman 
who  has  been  laid,  relaid  and  par- 
layed. And  a  new  lover  comes  in  and 
is  trying  to  get  her  to  put  some  clothes 
on,  some  lipstick  on,  to  do  a  little 
exercise  so  the  muscles  reshape,  so 
she  can  go  back  into  society. 

Schenley  is  a  different  type,  where 
you  find  the  guys  wheeling  and  deal- 
ing and  fighting  and  moving  and  shak- 
ing, and  the  booze  is  flowing.  The) 
are  the  ruffian  types. 

You  go  to  Lerner  and  you  find  good 
old  Jewish  pluggers.  They  plug  every 
day,  and  every  day  is  a  new  day.  You 
have  to  find  the  blouse  that  the  girls 
are  buying  today.  All  your  troops  are 
out  in  the  field  to  find  the  people 
who  can  get  the  blouse  to  the  stores 
in  time  at  the  right  price  and— if  it 
is  late— sell  it! 

Then  you  come  to  McCrory's  variety 
division.  You  find  a  woman  past  her 
menstruation.  She  can't  walk  in  the 
street  and  have  eyes  follow  .  .  .  but 
she  performs,  even  in  bed.  But  she 
can't  have  any  children  any  more— 
which  means  she  can't  make  great 
bargains  or  great  profits.  But  she  still 
performs  enough  to  satisfy  an  older 
man.  What  does  that  mean?  McCrory 
will  not  make  $50  million,  but  it  will 
make  $15  million  or  $20  million,  and 
it  will  keep  on  making  $15  million  or 
$20  million.  If  you  are  comfortable 
with  it,  you  stay— and  sometimes  you 
can't  get  rid  of  it.  You  are  stuck. 

You  go  to  Joseph  H.  Cohen  [makers 
of  men's  clothing]   and  you  find  the 


Riklis  of  Rapid-American 

younger  generation  moving  out  the 
older  generation.  Now  everyone  has  a 
bachelor's  degree.  The)  are  plugging. 
They  know  the)  are  in  a  lousy  busi- 
ness, hut  in  that  loilS)  business  the) 
are  going  to  he  the  diamonds. 

We   are    not    a    smorgasbord.    We 
didn't    stand    in    the    sheet    and    s-i\ 
"Anybody  for  sale,  come  ovei  here;  we 
pay  best  prices  tor  old  gold  and  old 
jewelry."  I   went   to   Harold   Lane  to 

buy  Lerner.  I  went  to  the  boys  at 
Stanley  Wainei  to  l>u\  it.  I  went  to 
Lew     Rosenstiel     to     l)ii\      Sehenle\  .     I 

went  to  H.L.  Green  to  bu)   McCrory. 

We  are  not  building  am  new  em 
pire;  we  have  not  made  an\  acqul 
silions    for    five    or    SIX    \e,ns      We    are 

trying  to  gel  this  compan)  to  achieve 
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Not  Up  profits  but  down  profits  led  to  a  big  write-off  at  S.  Klein,  a  subsidiary  of  McCrory,  controlled  by  Rapid-American. 


the  utmost  in  what  it  has.  In  1968-69 
I  announced  the  next  five  years  were 
to  bring  it  all  under  one  roof,  and 
the  last  thing  is  to  merge  McCrory 
and  Rapid. 

We  are  a  company  that  grew  up 
in  a  poor  man's  way.  We  didn't  have 
the  kind  of  ability  to  go  into  the  mar- 
ket to  buy  capital.  We  had  to  do  it 
from  within  and  with  credit. 

I  am  the  conductor.  I  give  them 
the  inspiration.  I  stand  and  cheer 
when  they  do  well.  When  they  get 
their  degree,  I  am  proud  and  my  face 
beams.  I  comfort  them  when  they  are 
a  little  hurt;  I  give  them  the  enthu- 
siasm to  get  up  in  the  morning  and 
go  back  to  school. 

To.  the  outside  I  will  remain  Riklis, 
who  gets  the  glory  and  the  crap. 
Within,  I  try  to  give  each  person  in 
his  responsibility  not  only  the  leeway 
with  which  to  do  what  he  wants,  but 
also  give  him  the  glory. 

What  happened  with  Samuel  Nea- 
man,  ex-chairman  and  chief  executive 
of  McCrory? 

Riklis:  Sam  Neaman's  ambition  grew 
as  he  grew.  It  is  like  Moloch,  the 
god  with  the  great  belly  to  whom  you 
threw  children  to  appease  the  gods. 
It  is  feeding  the  ego  of  a  person. 
He  was  already  president  of  McCrory, 
and  the  next  step  was  chairman  and 
CEO,  so  I  relinquished  the  title.  Don't 
think  I  don't  eat  crap  for  that  now. 
McCrory  had  done  very  well  until  I 
relinquished. 

Yes,  the'extent  of  the  loss  at  Klein's 
was  a  big"surprise.  There  was  no  rea- 
son. That  it  was  going  downhill,  I 
knew.  There  is  no  division  now  that 
isn't  under  our  supervision. 

Neaman  did  a  fabulous  job  with  the 
variety  stores.  He  tried  to  run  Klein's 
in  a  similar  vein,  and  it  just  did  not 
respond.  He.  kept  on  trying  to  auto- 
mate and  automate  and  automate  the 
variety  until  I  think  he  reached  the 
dangerous  point  where  man  was  los- 
ing to  a  machine. 

I  think  the  most  brilliant  idea  I 
have  ever  come  up  with  is  Sammy- 
taking  over  Interstate  with  Klein  and 
McCrory.   Unfortunately   it  didn't  go 
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through.  It  answered  every  need  of 
everyone  involved.  We  wanted  to  get 
rid  of  variety  and  Klein.  Interstate 
wanted  a  $20-million  earner;  the 
banks  wanted  earnings  in  a  subordi- 
nated way  to  their  loans  so  they 
would  be  more  secure.  Interstate 
shareholders  were  on  their  way  to 
demise  with  a  Chapter  X  or  XI;  Mc- 
Crory shareholders  were  disposing  of 
two  units  to  which  there  is  no  great 
future.  Maybe  steady  earnings,  but 
not  the  earnings  prospects  like  in 
Otasco  and  Lerner.  Neaman  was  be- 
coming the  head  man;  Interstate 
Chairman  Sol  Cantor  could  walk 
away  with  his  head  high. 

Why  did  the  deal  fall  through? 


Riklis  :  I  don't  think  some  of  the 
banks  involved  really  understood  the 
seriousness  of  the  Interstate  situation 
and  held  off  on  this  line  or  that  line. 
The  insurance  companies,  in  for  $6 
million  of  the  $70  million,  were  try- 
ing to  use  this  as  a  little  blackmail 
to  get  the  banks  to  buy  them  out  or 
get  out  before  the  banks.  Two  of  the 
banks  did  not  agree  to  give  the  in- 
surance companies  any  leeway,  and 
on  that  point  the  deal  fell.  We  went 
through  the  shock  of  changing  cap- 
tains in  midstream.  Ry  the  time  you 
stretched  and  stretched,  a  deal  that 
should  have  been  done  in  January  took 
until  May. 

This  isn't  the  only  deal  that  fell 
through  for  you  this  year.  There  was 
also  the  delay  of  the  merger  of  Mc- 
Crory into  Rapid.  Some  people  are 
wondering  about  your  credibility. 

Riklis :  That  same  guy  who  thinks  I 
lost  my  credibility— if  I  had  it  with 
him  before,  I  will  have  it  again.  Credi- 
bility, I  would  like  to  have  and  not 
lose.  It  is  good  for  morale  to  see  the 
price  go  up.  What  comes  up  some- 
times goes  down,  and  what  goes  down 
eventually  goes  up  and  the  stock  mar- 
ket proves  it. 

Riklis  concluded  by  repeating  "the 
only  dirty  story  my  father  ever  told 
me."  A  shortened  version  goes  thusly: 

"Through  a  marriage  broker,  a 
family  tried  to  interest  the  town's 
eligible  bachelor  in  their  daughter. 
The  boy  said  he  would  consider  the 
proposition  only  if  he  could  see  the 
girl  naked. 

"It  was  arranged.  After  two  hours, 
the  boy  stepped  out  and  said  that  he 
wasn't  interested. 

'  'Why  not?'  the  parents  wanted  to 
know.  'Recause,'  the  boy  replied,  T 
don't  like  her  nose.'  " 

Yes,  Mr.  Riklis,  we  get  the  point. 
You're  saying  we  wouldn't  like  the 
way  you  run  the  business  no  matter 
what  you  said  to  us.  You  are  probably 
right.  Who  wants  to  marry  a  girl  who 
is  heavily  in  debt,  seems  increasingly 
susceptible  to  sudden  attacks  of  write- 
off-itis  and  isn't  all  that  good-looking 
to  start  with?  ■ 
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CRANE  CO 

PLANNED  GROWTH  CONTINUES 


O MONTHS  ENDED  JUNE  30* 

NET  SALES  (Millions) 

NET  INCOME  (Millions) 

PRIMARY  EARNINGS 
PER  SHARE 


1974        1973 


$306.2 
15.7 


$240.0 
5.3 


$3.10       $1.01 
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MONTHS  ENDED  JUNE  30; 


1974 


NET  SALES  (Millions)  $1,056.3 

NET  INCOME  (Millions)  35-5 
PRIMARY  EARNINGS 

PER  SHARE  $6.92 


1973 

$889.8 

15.6 


$2.92 


Unaudited. 


1  Adjusted  for  2%  stock 
dividend  paid  February,  1974. 


Annual  Report 

available  upon  request.  Write 

Crane  Co., 

300  Park  Avenue 

New  York,  NY  10022 


CRANE 


FLUID  AND  POLLUTION  CONTROL  /  STEEL  /  BUILDING  PRODUCTS  /  AIRCRAFT  AND  AEROSPACE 


A  Good  Fight 

How  Metropolitan  Life 
struggles  against  inflation. 

Inflation  has  been  running  at  more 
than  twice  the  6.01%  net  yield  Metro- 
politan Life  earned  last  year  on  its 
$30.2-billion  portfolio.  Put  bluntly, 
the  Met  is  earning  minus  7%  on 
policyholders'  money.  The  Met  saw 
this  coming  "at  least  ten  years  ago" 
and  changed  its  investment  approach 
accordingly,  says  Metropolitan  Chair- 
man and  Chief  Financial  Officer 
George  P.  Jenkins. 

But  in  this  business,  forewarned  is 
not  necessarily  forearmed.  Jenkins  and 
President  and  Chief  Executive  Officer 
Richard  R.  Shinn  must  carry  billions 
of  dollars  in  low-yielding  investments 
made  in  happier  and  less  inflationary 
times.  Says  Jenkins:  "Of  course,  the 
biggest  determinant  of  how  much  we 
can  increase  that  net  yield  in  any  one 
year  is  how  many  old  loans  at  low 
yields  we  can  get  off  the  books.  We 
try  to  talk  borrowers  into  refunding. 
We've  also  been  shortening  our  ma- 
turities and  getting  larger  and  faster 
sinking  funds  on  the  new  private- 
placement  business  we  do." 

The  Met  also  has  looked  to  real 
estate.  Says  Jenkins:  "If  you  get  into  a 
risky  bond,  all  you  get  is  another  point 
in  interest,  which  to  me  doesn't  reflect 
the  true  risk.  I'd  rather  take  an  equity 
in  real  estate.  The  risk  is  greater,  but 
your  reward  is  much  greater. 

"For  example,"  he  goes  on,  "we've 
been  verj  active  in  the  past  ten  years 
in  joint  ventures  with  developers, 
where  well  take  anywhere  from  a 
quarter  to  a  half  interest  in  the  project 
—and  more  often  than  not  the  mort- 
gage as  well.  Now  there's  an  inflation 
hedge  here.  II  the  rental  income  of 
that  property  subsequently  increases, 
we  ijet  .1  percentage  of  that  increase 
iii  the  form  of  'contingent  interest.' 

Then  why  is  the  Met  waj  below 
its  legal  limit  in  owned  real  estate? 
"There  simply  haven't  been  the  prpj 

(  CtS,"  Jenkins  replies,  "inainK  because 
ol  overbuilding.  Hut  I  would  hope 
that  by  the  end  ol  the  year  or  earl) 
next,  there  w  ill  he  more  projects, 

For  all  this  trying,  it  has  taken  the 
Met  five  years  to  raise  its  net  yield 
just  1%.  At  this  rate,  it  would  he 
decades  before  yields  catch  up  with 
today's  sky  high  inflation.  In  his  own 
defense,    Jenkins   says:    "We're   able    lo 

deliver  a  product  toda\  at  no  more 
cost  than  we  did  20  years  ago.  It's 
the  buying  power  of  the  benefit  paid 
to  polic) holders  that's  being  eroded 

Thai's  hue  but  <>l  scanl  comfort 
to  the  policj  holders.  ■ 
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OUR  STATE  IS  NUMBER 

ONE  IN  INDUSTRY.  SO  WE'D 
BETTER  BE  NUMBER  ONE 


PSE&G  supplies  vital  electric  and  gas  energy  to  80%  of  the 
population  of  New  Jersey,  America's  most  industrialized 
state.  That's  a  big  responsibility.  So  at  PSE&G  we're  pioneer- 
ing new  energy  concepts  to  help  meet  the  challenge. 

PSE&G  pioneered  the  concept  of  building  a  nuclear  gen- 
erating station  nearly  three  miles  off  New  Jersey's  shore  in 
the  Atlantic  Ocean. 

PSE&G  was  the  first  in  the  nation  to  build  a  synthetic 
natural  gas  plant  and  another  larger  one  is  nearing  completion. 

We  were  the  first  to  utilize  fuel  cells,  a  space-age  process, 
to  produce  actual  on-line  energy. 

Not  content  with  dwindling  natural  gas  supplies  from  con- 
ventional pipeline  suppliers,  we  have  already  successfully 
drilled  for  our  own  supplies  in  the  southwest. 

We're  building  New  Jersey's  largest  nuclear  station  which 
is  scheduled  to  go  into  operation  in  1975.  Its  two  units  will 
generate  more  than  2,200,000  kilowatts  -  about  one-sixth 
of  all  the  electric  energy  produced  in  New  Jersey. 

As  a  utility,  we  intend  to  keep  on  being  number 
one  in  new  energy  ideas  to  serve  this  dynamic  state 
that  values  both  its  quality  of  life  and  its  pre- 
cious natural  environment.  Although  it  leads 
the  nation  in  industrialization,  more  than  60% 
is  still  forests,  woodlands,  and  farms. 
A  new  68-page  booklet,  THE  NEW     %? 
JERSEY  FACT  BOOK,  shows  you  what  we 
mean.  For  a  free  copy  that  answers  all 
the  what's,  where's  and  why's  about  New 
Jersey,  simply  return  the  coupon  above. 


Return  this  coupon  for 
a  complimentary  copy  of 
The  New  Jersey  Fact  Book." 

Describes  just  about  every- 
thing there  is  to  know  about 
New  Jersey.  Facts,  figures, 
life  styles.  Sixty-eight  pro- 
fusely illustrated  pages. 


PSE&G,  Room  4133 

80  Park  Place,  Newark,  New  Jersey  07101 

Please  send  a  copy  of  the  New  Jersey  Fact  Book. 


Name. 
Firm_ 


Address. 
City 


.State. 


.Zip. 


FB 


PSEG 

Public  Service 
Electric  and  Gas 
Company 

Newark,  New  Jersey 


PSE&G  provides  electric 
and  gas  energy  to 
New  Jersey's  dynamic 
industrial  cotfidor  which 
contains  nearly  80% 
of  the  state's  population 


PSE&G's  Salem  nuclear  generating  station  is  scheduled  for  ODeration  in  1975-76.  It  will  Droduce  more  than  2  million  kilowatts. 


The  Money  Men 


Young  Fogy 


Remember  the  old  fogies  who  were 
preaching  caution  when  the  young 
money  managers  were  promising  25% 
appreciation  a  year  a  la  go-go?  Maybe 
they  weren't  so  dumb  after  all. 

Just  the  other  day  we  met  some- 
thing new  in  money  managers,  a  sign 
of  the  times,  perhaps:  A  young  fogy. 
Just  27,  Randall  Fields  is  already  man- 
aging $80  million  and  getting  his 
picture  in  Time  magazine. 

Fields  is  a  thoroughly  modern 
young  man.  He  was  a  conscientious 
objector  during  the  Vietnam  war, 
wears  what  might  be  called  mod-con- 
sei  \  ative  clothes  and  longish  hair,  and 
runs  his  office  in  a  relaxed  way.  But 
he  has  some  distinctively  old-fashioned 
\  iews  on  money  management.  Fields 
promises  his  clients  not  capital  ap- 
preciation but  capital  preservation. 

Says  Fields,  matter-of-faetly:  "The 
good  old  days  are  gone,  and  they 
aren't  coming  back." 

Fields  left  Stanford  University  in 
1969  with  a  Danforth  Fellowship,  a 
Phi  Beta  Kappa  key,  a  Master's  in 
decision  theory  and  considerable  ex- 
perience in  investing  for  family  and 
friends.  In  1970,  with  the  stock  mar- 
ket crashing  around  everyone's  ears, 
he  founded  Fields,  Grant  &  Co.  From 
nothing  to  $80  million  in  four  bearish 
years  is  not  a  bad  start.  His  clients,  he 
says,  include  Texas  entrepreneurs,  la- 
bor unions,  some  Wall  Street  money 
and  a  number  of  foundations. 

Randy  Fields  says  that  we  could 
be  heading  for  a  crash  that  would 
make  1929  look  mild  by  comparison. 
He  has  been  touring  the  U.S.  speak- 
ing to  groups  like  the  Young  Presi- 
dents Organization  and  the  Credit 
Union  Executives  Society  repeating 
his  message.  Such  a  depression,  he 
adds,  is  not  inevitable.  But  it  can 
be  avoided  only  if  the  U.S.  comes 
to  grips  with  such  basic  problems  as 
controlling  deficit  spending  and  easy 
credit,  and  improving  corporate  liquid- 
ity and  the  rate  of  capital  formation. 
Will  the  country  come  to  grips?  Fields 
says  frankly  he  doesn't  know,  but 
hopes  to  play  a  small  part  in  making 
people  aware  of  what  is  at  stake. 

As  a  consequence  of  his  pessimism, 
Fields  runs  his  portfolios  in  a  way  that 
wouldn't  have  been  believable  a  few 
years  back.  The  firm's  typical  ac- 
count is  never  more  than  60%  invested 
in  equities;  the  balance  is  spread  over 
medium-term  debt  instruments,  leas- 
ing and  direct  agricultural  purchases 


of  permanent  crops  like  oranges,  grape 
and  peaches.  "If  Forbes  rated  us  as  a 
fund,"  he  says,  "we'd  be  A-f-  in  down 
markets  and  C  in  up  markets.  That's 
the  kind  of  rating  I  want  because  I 
think  there  are  going  to  be  more 
downs  than  ups  in  the  future."  It's 
also  the  kind  of  rating  that  no  go-go 
manager  would  even  admit  to. 

Real  estate?  Fields  shuns  it  like 
the  plague.  "I  think  real  estate  today 
is  where  the  stock  market  was  in 
1968.  In  real  estate,  remember,  you 
are  buying  an  income  stream,  and 
price  follows  return.  With  today's 
high  cost  of  debt  service,  returns  tend 
to  decline  when  property  changes 
hands,  because  the  new  buyer  must 
often  refinance.  Therefore,  the  multi- 
ples contract,  and  leverage  works 
against  you,  rather  than  for  you." 

Why  is  Fields  so  bearish?  Because 
of  what  he  sees  happening  in  society. 
Fields  is  a  social  scientist;  he  is  not 
an  economist.  He  came  out  of  Stan- 
ford's political  science  program,  not 
out  of  its  highly  regarded  business 
school.  Fields,  therefore,  is  less  inter- 
ested in  sheer  numbers  than  in  how 
people  act  and  think.  He  sees  the 
work  ethic  declining,  and  that  will 
hurt  productivity  and  profits— as  will 
people's  increasing  insistence  on  qual- 
ity, rather  than  quantity  purchasing. 
"That,"  Fields  says,  "is  what  Ralph 
Nader  is  all  about." 

Add  to  the  slowing  birthrate  (which 
has  already  hit  some  businesses  very 
hard)  his  belief  that  rising  energy 
costs  will  make  it  less  profitable  to  re- 
place labor  with  capital,  and  Fields 
sees  the  growth  in  demand  in  the 
U.S.  grinding  toward  a  halt. 

Nightmare  Ahead? 

Fields  sketches  a  scary  scenario. 
Because  of  unrestrained  inflation,  peo- 
ple will  have  to  spend  so  much  on 
groceries  and  gasoline  and  housing 
that  they  will  have  to  pass  up  the 
color  TV  set.  But  slower  demand 
won't  bring  prices  down.  Why?  "Be- 
cause increasing  difficulties  in  obtain- 
ing raw  materials  and  cheap  food- 
stuffs will  keep  prices  rising  and  thus 
fuel  cost-push  inflation." 

While  all  this  is  going  on,  cor- 
porate liquidity  will  continue  to  de- 
teriorate. Even  now,  Fields  feels,  prof- 
its and  cash  flow  are  not  as  good  as 
they  look,  because  depreciation  is  un- 
derstated in  terms  of  replacement 
costs:  What  looks  like  a  profit  is  often 
just  a  return  of  capital. 

Fields  is  too  bright  a  man  to  flatly 
predict  that  these  dire  things  will  def- 
initely happen.  But  he  thinks  they  are 


Fields  of  Fields,  Grant 


likely  enough  that  a  sound  invest- 
ment strategy  should  lean  into  the 
ill  wind.  "You  either  must  have  a 
continuing  answer— which  we  don't— 
or  a  continuing  posture.  Our  posture, 
until  we  have  better  answers,  is  to 
be  extremely  conservative." 

Having  said  all  this,  Fields  proceed- 
ed to  surprise  us.  He  said  he  was 
pushing  his  accounts  somewhat  more 
into  stocks  right  now  and  away  from 
cash.  This  is  because  he  sees  a  nice 
rally  coming,  but  a  fairly  narrow  and 
short-lived  one.  Why  a  rally?  Because 
he  thinks  the  market  has  already  dis- 
counted the  shock  of  two-digit  infla- 
tion, and  will  rally  as  inflation  eases. 
He  doesn't  see  huge  profits  to  be 
made  in  the  turnabout  however.  "Un- 
fortunately, the  only  stocks  that  look 
interesting  are  the  ones  everybody 
knows  about,"  he  says,  citing  steel 
and  ethical  drug  stocks  and  the  hand- 
ful of  still  inviolate  vestal  virgins. 

Not  an  exciting  sales  pitch,  is  it? 
No,  but  Randy  Felds  conveys  a  solid 
sense  of  being  grounded  in  today's 
realities,  and  there  are  plenty  of  peo- 
ple around  who  are  ready  for  this 
kind  of  pessimism.  People  too  smart 
to  buy  the  blather  of  Gold  and  Silver. 
Bugs  and  other  charlatans,  but  wor- 
ried all  the  same  about  the  future 
of  their  capital.  To  these  customers, 
Fields  promises  no  miracles.  "There  is 
no  total  shelter  either  from  inflation 
or  the  coming  crunch,"  he  says. 

That  is  what  our  favorite  young 
fogy  is  saying  these  days.  Frankly, 
he  would  scare  the  hell  out  of  us,  but 
for  the  one  shred  of  comfort  that  re- 
mains. It  is  that  Fields's  brand  of  pes- 
simism is  fast  becoming  the  convert 
tional  wisdom.  And  isn't  the  conven 
tional  wisdom  almost  always  wrong? 

We  hope.   ■ 
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The  Numbers  Game 


The  Right  To  Know  -  Or  The  Right  To  Nose? 


If  you  want  a  tough  assignment,  try 
and  find  out  exactly  where  a  cor- 
poration makes  its  money,  where  the 
company  has  struck  it  rich  and  where 
it  is  just  spinning  its  wheels. 

It  isn't  easy.  Most  financial  reports 
deliberately  disguise  such  information 
under  silly  catchall  titles  like  "our 
leisure-time  group"  or  "consumer 
products."  Consumer  products  can  be 
soap.  Or  refrigerators.  Leisure  can 
mean— the  way  some  of  our  corpora- 
tions treat  it— money-lending  or  movie- 
making, TV  sets  or  tennis  rackets.  In 
short,  it  is  hard,  if  not  impossible,  to 
figure  out  where  and  how  most  com- 
panies really  make  their  money. 

Right    now,    corporations    are    sup- 
posed to  report  product  group  earn- 
ings   to    the    Securities    &    Exchange 
Commission,  but  the  detail 
this  produces  is  meager  in- 
deed.   The    SEC    only    re- 
quires   that    the    company 
must     disclose     sales     and 
profits  for  any  line  of  busi- 
ness that  yields   10%  of  its 
total  sales  or  earnings.  But 
what  is  a  line  of  business? 

"Our  rule,"  says  a  Com- 
mission staffer,  "is  so  vague 
that  it  pretty  much  comes 
down  to  management's  de- 
cision about  what  to  call  a 
line  of  business."  And  the 
bigger  a  company  is,  the 
broader  its  categories  tend 
to  become. 

For  example,  last  year 
White  Consolidated  divided 
its  $826  million  of  sales  in- 
to "products  for  the  home" 
and  "machinery  and  equip- 
ment for  industry."  The 
former  ranged  from  sewing 
machines  to  refrigerators,  the  latter 
from  air  compressors  to  printing 
presses.  At  U.S.  Industries,  "services 
and  leisure"  takes  in  everything  from 
consumer  .  money-lending  to  Webcor 
tape  recorders  and  health  spas.  Hard- 
ly an  illuminating  breakdown. 

Nor  are  conglomerates  the  only 
businesses  to  go  for  such  catchall 
classifications.  Du  Pont  and  Procter 
&  Gamble,  Ralston  Purina  and  Union 
Carbide,  separate  their  multibillion- 
dollar  activities  into  four  or  fewer 
product  groups.  Until  recently,  Min- 
nesota Mining  reported  to  the  SEC 
that  it  had  just  one  line  of  business. 
Back  in  1970,  when  RCA's  losses 
from  computer  operations  were  signif- 
icant, their  extent  wasn't  discernable 


because  "home  products,  computers 
and  other  commercial  products"  were 
lumped  into  one  profit  category. 

Of  course,  a  few  companies  report 
much  more  fully.  Martin  Marietta  uses 
six  distinct  line-of-business  categories, 
and,  in  a  commendably  voluntary  dis- 
closure, tells  how  its  assets  are  allo- 
cated among  them.  International  Tele- 
phone &  Telegraph  gives  revenue  and 
profit  data  for  ten  operating  groups. 
Gulf  &  Western  breaks  down  its  prof- 
its into  eight  lines  of  business  and 
gives  revenue  information  for  an  ad- 
ditional 30  categories. 
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So,  you  can  say  that  some  compa- 
nies are  better  than  others  in  letting 
stockholders  know  what  is  going  on. 
You  can  say  that  U.S.  Industries  and 
White  Consolidated  ought  to  get  on 
the  ball  and  be  more  open  with  their 
stockholders.  However,  the  fine  must 
be  drawn  somewhere.  Businessmen  do 
have  some  need  for  privacy  as  well  as 
the  right  to  it. 

Tell  Us  All 

Enter  the  Federal  Trade  Commis- 
sion. The  FTC  wants  to  know  more. 
No,  the  FTC's  heart  is  not  bleeding 
for  investors,  not  really.  The  FTC  staff 
has  its  own  fish  to  fry.  It  is  looking 
for  information  that  will  help  it 
go  after  companies  that  may  be  get- 


ting their  gains  from  monopoly  power. 
The  FTC  is  demanding  that  the 
500  biggest  U.S.  manufacturers  fur- 
nish cost  and  profit  data  for  a  wide 
range  of  specific  product  categories. 
Not  vague  things  like  "leisure"  or 
"consumer"  or  "machinery,"  but  con- 
crete things  like  chewing  gum,  explo- 
sives and  power  hand  tools.  In  all,  it 
names  219  such  lines  of  business. 

Businessmen,  not  surprisingly,  are 
fighting  back.  Last  year,  they  per- 
suaded the  White  House's  Office  of 
Management  &  Budget  under  Roy 
Ash  to  delay  approval  of  the  FTC 
questionnaire.  The  FTC,  however, 
made  an  end  run  with  the  help  of 
Senator  Philip  Hart.  The  Michigan 
Democrat  tacked  an  amendment  onto 
the  Alaska  pipeline  bill,  switching  ap- 
proval of  the  questionnaire 
from  the  White  House  to 
the  General  Accounting 
Office,  an  arm  of  Congress. 
Now— after  a  last-minute 
attempt  by  businessmen  to 
have  Congress  deny  appro- 
priations for  the  project— 
the  Commission  has  full  au- 
thority to  carry  out  its  plan. 
It  is  only  fair  to  point  out 
that,  in  resisting  the  ques- 
tionnaire, businessmen  were 
not  just  being  secretive. 
There  are  some  real  prob- 
lems in  the  kind  of  disclo- 
sure the  FTC  wants.  It 
wouldn't  have  been  much 
of  a  problem  in  the  old 
days  when  one  company 
built  mostly  refrigerators 
and  another  concentrated 
on  lending  money.  But  to- 
day most  big  companies, 
even  the  nonconglomerates, 
are  incredibly  complex.  And  this 
causes  real  problems  in  pricing. 

As  an  example,  suppose  U.S.  Steel 
operates  a  coal  mire  and  sells  some 
of  its  output  on  the  open  market,  but 
uses  the  rest  in  its  own  mills.  The 
coal  it  uses  itself  can  be  transferred 
at  cost,  or  market  price,  or  some  oth- 
er figure.  It  all  depends  on  internal 
bookkeeping.  But  such  decisions  con- 
trol whether  the  mining  division 
shows  a  big  profit,  a  small  profit  or 
no  profit. 

Or  take  a  company  with  an  over- 
seas plant  where  tax  rates  are  low.  It 
may  keep  the  transfer  price  to  a  do- 
mestic facility  high  to  retain  profits 
abroad.  A  company  with  warehouses 
in  a  state  with  an  inventory  tax  may 
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The  Numbers  Game 

keep  transfer  prices  low  on  goods 
brought  into  the  state,  in  order  to  re- 
duce its  tax  bill.  Decisions  like  these 
will  make  a  big  difference  in  profits 
on  product  lines  for  companies  with 
much  vertical  integration. 

Cost  allocation  is  harder  yet— and 
not  just  in  dealing  with  items  like  ad- 
ministrative expense,  interest  or  mar- 
ket research.  Even  companies  them- 
selves are  far  from  happy  about  their 
allocation  decisions.  "When  we  make 
just  one  product  in  a  plant,"  says  Ar- 
thur Wibbenmeyer,  controller  of  Pet 
Inc.,  "it  works  pretty  well.  But  when 
we  start  turning  out  several  products, 
the  whole  system  starts  to  become 
pretty  meaningless." 

Of  course,  there  are  accepted  ways 
of  divvying  up  common  costs— for  ex- 
ample, by  sales,  or  profit,  or  invest- 
ment. But  it  makes  a  difference  which 
is  chosen:  A  recent  accounting  study 
shows  that  a  company  could  increase 
its  profitability  for  a  particular  prod- 
uct line  tenfold  by  changing  ways  of 
allocating  common  costs.  Since  internal 
costs  are  not  audited,  accountants 
haven't  yet  developed  standard  ways 
of  tackling  the  problem. 

Good  Guys  &  Bad  Guys? 

The  real  trouble  is  that  what  the 
investor  needs  to  know  is  something 
that  neither  accountants  nor  break- 
downs of  figures  can  ever  give  him. 
And  that  is:  How  good  is  manage- 
ment? How  sound  is  its  perception  of 
what  is  going  on  in  the  world?  How 
dedicated  is  it  to  the  long-range  wel- 
fare of  shareholders? 

What  all  this  means  is  that— be- 
cause of  all  the  accounting  inconsis- 
tencies—really detailed  disclosure 
might  even  be  misleading  in  many  in- 
stances. Which,  of  course,  raises  a  big 
question:  Does  business  deserve  the 
extra  bureaucratic  nosing  about  that 
this  questionnaire  will  bring?  Aren't 
things  bureaucratic  enough  already?    . 

Sure,  we  all  want  the  FTC  and  the 
Justice  Department  to  protect  us 
against  big,  bad  monopoly.  Bui  the 
FTC  is  already  in  a  position  to  get 
such  information  when  it  needs  it.  Il 
lias  the  power  to  subpoena  cost  and 
profit  data  where  il  suspects  wroi 
doing.  The  questionnaire  will  simpl) 
make  it  easier  lor  the  FTC  to  pick  out 
targets  lor  action. 

being  against  disclosure  is  kind  ol 
like  being  against  motherhood,  hut 
this  issue  is  more  complicated  than 
that.    It   becomei  simple  onlj    il   one 

automatic. ill\  assumes  lh;il  business  is 
bad  and  hurcaucrac\   is  good.    ■ 
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Howard 
Wouldn't  Approve 

An  old  Howard  Hughes  employee 
is  running  the  boss's  old  company 
in  a  very  un-Hughes-like  way. 


Until  1972,  when  Howard  R.  Hughes 
sold  the  Hughes  Tool  Co.  to  the  pub- 
lic for  $150  million,  Toolco  was  the 
keystone  of  the  eccentric  billionaire's 
empire.  But  even  though  Hughes  took 
out  nearly  half  a  billion  dollars  in 
profits  over  48  years,  he  put  very 
little  back  in  and  reportedly  resented 
Toolco  because  it  was  his  father's 
creation,  not  his  own.  Now  Hughes 
must  resent  the  Houston-based  mak- 
er of  oil-  and  gas-well  drilling  bits 
even  more. 

The  chairman  of  the  new  Hughes 
Tool  is  Raymond  M.  Holliday,  59,  a 
self-effacing  accountant  and  former 
grammar  school  principal.  Holliday 
was  Howard  Hughes's  silent  banker 
and  No.  One  lieutenant  for  over  15 
years.  All  those  years,  Holliday  did 
things  Hughes's  way.  Now  he  is  do- 
ing things  very  much  his  own  way. 

"Building  with  cash  and  love  of 
country  always  came  first  with  Mr. 
Hughes,"  Holliday  recalls.  "And  after 
that,  not  having  any  partners,  because 
partners  can  drag  you  down."  But 
to  Holliday,  corporate  cash  is  for 
spending,  and  he  already  has  taken 
in  a  major  partner,  Chicago's  giant 
Borg-Warner  Corp. 

Hughes  never  wanted  Hughes  Tool 
to  make  any  acquisitions.  Until  1957 
the  oil  drilling  bits  developed  by 
Hughes  Tool  monopolized  the  indus- 
try and  brought  profit  margins  of 
more  than  50%  on  sales.  Hughes  fig- 
ured, why  diversify? 

Hughes  also  ruled  out  the  use  of 
equity  for  acquisitions  of  any  kind. 
That,  Hughes  felt,  diluted  the  money 
pot  he  needed  to  finance  his  own  fun 
at  RKO  Pictures,  Trans  World  Air- 
lines, the-  Hughes  Aircraft  Co.,  Las 
Vegas  and  Hughes  Air  West. 

Today  the  bit  business  is  booming 
again.  Toolco's  earnings  were  up  30% 
last  year  and  could  rise  another  30% 
this  year.  So  why  tamper  with  suc- 
cess? For  one  thing,  Holliday  remem- 
bers the  bleak  period  of  1957-72, 
when  U.S.  drilling  declined  and  lend- 
ers forced  Hughes  to  put  his  jewel, 
TWA,  into  a  voting  trust. 

So  Holliday  is  joint-venturing  in  or- 
der to  diversify  fast,  especially  into 
the  oil  services  business  dominated 
by  Halliburton.  His  first  partner  is 
Borg-Warner  Corp.  For  500,000  new 
Hughes  convertible  preferred  shares, 


Holliday  of  Hughes  Tool 


Borg-Warner  turned 
over  to  Hughes  its 
Byron  Jackson  oil 
field  services  opera- 
tion, which  is  No. 
Three  in  the  indus- 
try (Dow  Chemical 
is  No.  Two).  The 
deal,  expected  to  be 
completed  in  early  September,  makes 
Borg-Warner  Hughes's  biggest  stock- 
holder. The  stock  issue  provides  Borg- 
Warner  with  a  10%  voting  position 
in  Hughes  right  away,  and  20%  on 
conversion  of  the  preferred. 

From  B-W's  point  of  view,  the  ven- 
ture represents  a  new  partnership,  not 
a  full-scale  sale.  Says  James  J.  Gavin 
Jr.,  B-W's  vice  president  for  finance, 
"The  spin-out  will  give  us  a  broader 
based  stake  in  the  oil  well  services 
market,  which  we  think  has  a  superb 
future.  B-W  as  a  partner  with  Hughes 
should  now  grow  faster  in  this  area." 

Holliday's  secondary  priority  is  to 
expand  in  industrial  mining.  Hughes 
never  pursued  the  mining  business. 
Under  Holliday,  Toolco  now  stresses 
the  production  of  coal  mining  bits. 

In  addition,  Holliday  wants  to  mod- 
ernize Toolco's  aging  plant.  Hughes 
never  allowed  the  updating  of  pro- 
duction-line methods  set  up  by  his 
father.  He  created  Toolco's  headquar- 
ters from  an  old  railroad  repair  shop. 
Holliday  already  has  automated  tool 
joint  production,  about  16%  of  sales, 
and  hopes  to  modernize  the  aging  fac- 
tory sheds  in  the  Houston  plant.  Debt- 
free  and  rich  in  working  capital,  Tool- 
co will  have  no  trouble  financing  it. 

Comeback 

The  old  ways  apparently  kept  Tool- 
co from  taking  full  advantage  of  the 
present  turnaround  in  the  bit  busi- 
ness. While  Hughes  Tool  once  could 
claim  80%  of  the  bit  market,  it  must 
now  fight  for  its  share  with  growing 
competitors  like  Dresser  Industries, 
Reed  Tool  and  Smith  Industries.  Smith 
now  has  22%  of  the  drilling  bit  mar- 
ket. One  bright  note:  Toolco  with  its 
new  journal-bearing  bit  again  com- 
mands half  the  market,  up  from  46% 
when  Hughes  sold  out. 

In  some  ways,  the  spirit  of  Howard 
Hughes  still  stalks  the  corridors  of 
Toolco's  musty  offices  in  the  low-rent 
area   of   Houston.    When   he   speaks, 


Holliday  steals  a  glance  from  time  to 
time  at  a  picture  in  his  office  of 
Hughes  in  flying  clothes.  Holliday  first 
met  Howard  Hughes  in  1938  during 
Hughes's  last  visit  to  the  Toolco  plant. 
Hughes  had  just  flown  around  the 
world  in  record  time.  Holliday  had 
just  been  hired  as  an  accountant. 

"I  thought  how  lucky  I  was  to  be 
able  to  work  for  such  an  interesting 
man,"  says  Holliday.  "I  still  think  so." 
But  he  enjoys  his  new  independence. 

Holliday  has  resigned  from  all  of 
his  other  posts,  including  the  job  of 
secretary-treasurer  of  the  Howard 
Hughes  Medical  Institute,  which  con- 
trols the  Hughes  Aircraft  Co.  Even 
after  Hughes  Tool  went  public,  Holli- 
day still  talked  with  "Mr.  Hughes" 
by  telephone  in  order  to  transfer  con- 
trol of  the  billionaire's  personal  af- 
fairs. He  believes  Howard  Hughes  re- 
mains "quite  liquid,"  but  if  the  re- 
mainder of  the  empire  falters,  he 
knows  there  is  a  plan  for  dissolving 
the  foundation  and  selling  the  air- 
craft company  to  the  public. 

Holliday  remembers  how  Hughes 
used  to  reward  Toolco's  managers— 
from  a  bonus  pool  amounting  to  15% 
of  pretax  profits.  But  bonuses  under 
Hughes  were  never  a  sure  thing,  and 
Holliday  says  he  never  made  the 
$520,000  annual  fee  paid  Robert 
Maheu,  who  headed  Nevada  opera- 
tions until  a  falling-out  with  Hughes 
in  1970.  The  bonus  pool  is  now  set 
at  6%  of  pretax  profits.  Holliday  re- 
ceived $143,000  from  the  pool  last 
year,  bringing  his  total  compensation 
to  $266,000.  "The  way  we're  going,  I 
hope  to  get  up  to  that  $500,000  lev- 
el," says  Holliday.  He  also  has  stock 
options,  which  he  never  had  before. 

Rare,  in  today's  sick  stock  market, 
is  the  apparent  faith  investors  have 
in  Holliday's  chances  of  making  his 
ambitious  goals.  Toolco  stock  recently 
sold  at  22  times  last  year's  earnings 
—a  high  multiple  indeed  in  1974— and 
at  more  than  double  book  value.  ■ 
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ZIP  74115 

MR.  ERIC  HEIDELBERGER 
AJAX  TOYS 
8  DUMOND  PLACE 
TULSA.  OKLA.  74115 


TO  ALL  OUR  CUSTOMERS 

OUR  COMPETITOR.  THE  CUT  RATE  CHEMICAL  CO..  HAS  RECENTLY 
ADVERTISED  A  LOW  PRICED  SUBSTITUTE  FOR  OUR  TRIPLE  XXX"  ADHESIVE. 

WE  JUST  COMPLETED  A  HEAT  TEST  ON  THIS  PRODUCT,  AND  FOUND  THAT 
THE  CUT  RATE  ADHESIVE  DEVELOPED  AN  ODOR  THAT  NOT  ONLY  FORCED  OUR 
PEOPLE  OUT  OF  THE  LAB.  BUT  OUT  OF  TOWN  AS  WELL. 

WE  SUGGEST  YOU  EXPLORE  THIS  PROBLEM  BEFORE  PURCHASE. 

R  COLWELL 

QUALITY  CHEMICALS,  INC. 

NEW  YORK.  NEW  YORK 


There  comes  a  time  when  you  have  to 
take  off  your  gloves  and  put  your  competitors 
in  their  proper  place. 

But  do  it  in  a  way  that  can't  be  missed. 

Send  Western  Union  Mailgrams. 

Mailgrams  can  put  your  message  in  the 
hands  of  your  customers  the  next  business 
day.  They  have  the  impact  of  a  Telegram  at 
a  small  fraction  of  the  cost. 

To  send  a  Mailgram,  just  call  Western 
Union  toll-free  and  give  the  operator  your 
message.  In  seconds,  it's  flashed  electronically 
to  a  U.S.  Post  Office  near  your  addressee  for 
delivery  with  the  next  business  day's  mail. 
And  it  arrives  in  a  distinctive  blue  and  white 


envelope  that  demands  attention. 

Mailgrams  can  spread  the  word  to  50, 
or  500  or  50,000  customers  quickly  and 
simultaneously.  Just  give  us  your  message 
and  the  list  you  want  to  reach. 

To  learn  more  about  Mailgrams,  call 
Operator  25  toll-free  at  800-325-6400  (in 
Missouri,  800-342-6600)  and  ask  for 
Jack  Cochran.  Or  write  to  him  at  One  Lake 
Street,  Upper  Saddle  River,  NJ.  07458. 

Anyone  can  send  a  Mailgram  right  now. 
Call  Western  Union  at  the  toll-free  number  for 
your  area  listed  alongside  this  page.  And 
charge  it.  (Telex  and  TWX  subscribers  can 
send  Mailgrams  from  their  terminals.) 


They  won't  ignore  a  Mailgram. 


To  send 
a  Mailgram 


Western  Union 
toll-free. 


When  calling  Toll-free 

from:  numbers: 

Alabama 800  325  5300 

Arizona 800  648  4100 

Arkansas 800  325  5100 

California 800  648  4100 

Colorado 800  325  5400 

Connecticut 800  257  2211 

Delaware 800  257  221 1 

District  of  Columbia 800  257  2211 

Florida   800  325  5500 

Georgia 800  257  2231 

Idaho 800  648  4100 

Illinois 800  325  5100 

Indiana 800  325  5200 

Iowa 800  325  5100 

Kansas 800  325  5100 

Kentucky 800  325  5100 

Louisiana 800  325  5300 

Maine 800  257  2231 

Maryland 800  257  2211 

Massachusetts 800  257  2221 

Michigan 800  325  5300 

Minnesota 800  325  5300 

Mississippi 800  325  5200 

Missouri 800  342  5700 

Montana 800  325  5500 

Nebraska 800  325  5100 

Nevada 800  992  5700 

New  Hampshire 800  257  2221 

New  Jersey 800  632  2271 

New  Mexico 800  325  5400 

New  York 
Areas  315,  518,  607  &  716.  .  .  .  800  257  2221 

Areas  212,  516  &  914 800  257  221 1 

Except  Manhattan  &  Bronx 962  7111 

Brooklyn  &  Queens 459  8100 

North  Carolina   800  257  2231 

North  Dakota 800  325  5400 

Ohio 800  325  5300 

Oklahoma 800  325  5100 

Oregon 800  648  4100 

Pennsylvania 
East  Pa.  from  aVea  215  &  717.  .  800  257  2211 
West  Pa.  frorrnarea  412  &  814  .  800  257  2221 

Rhode  Island 800  257  2221 

South  Carolina 800  257  2231 

South  Dakota 800  325  5300 

Tennessee 800  325  5100 

Texas 800  325  5300 

Utah 800  648  4100 

Vermont 800  257  2221 

Virginia 800  257  2221 

Washington 800  648  4500 

West  Virginia  .....* 800  257  2221 

Wisconsin 800  325  5200 

Wyoming 800  648  4500 

If  this  listing  isn't  handy,  ask  Information 
for  Western  Union's  number. 


western  union 


The  Model  Railroad 

You  can't  run  a  railroad  well  and  do  other  things 
too,  the  critics  insisted,  pointing  to  the  wreck  of 
the  Penn  Central.  UP  has  proved  the  critics  wrong. 


"The  little  bookkeeper"  they  sneer- 
ingly  called  him,  because  he  was  small 
and  frail  and  peered  at  the  world 
through  thick,  rimless  spectacles.  But 
the  late  Edward  H.  Harriman  success- 
fully defied  the  great  J. P.  Morgan  and 
took  a  streak  of  rust  and  turned  it 
into  the  mighty  Union  Pacific  Rail- 
road. Harriman's  formula  was  quite 
simple:  Husband  money  when  it  is 
easy,  spend  it  freely  when  it  is  tight. 
His  successors  have  not  strayed  far 
from  Harriman's  path.  In  the  past 
five  years,  a  period  when  even  the 
best  of  railroads  have  been  hard 
pressed  for  cash,  Union  Pacific  Corp. 
under  Chairman  Frank  E.  Barnett  has 
poured  nearly  $1  billion  into  plant  and 
equipment.  At  the  end  of  1969,  in  the 
midst  of  a  credit  crunch,  it  reached 
deep  into  its  cash  hoard  and  bought 
for  what  now  appears  to  be  a  bargain 
price  ($240  million)  Celanese  Corp.'s 
Champlin  Petroleum  Co. 


And  so  the  rich  got  richer.  The 
investments,  spread  over  the  railroad 
arid  UP's  burgeoning  natural  re- 
sources empire,  have  paid  off  in 
spades.  In  1969,  a  good  railroad  year, 
UP  earned  $3.76  a  share;  last  year, 
$5.61.  This  year  it  could  earn  as 
much  as  $7— $6  of  which  is  as  good 
as  in  the  bank.  In  a  sick  stock  market, 
UP  is  selling  comfortably  above  its 
1960s  highs,  although  well  down  from 
its  peak  of  $97  earlier  this  year. 

Chairman  Barnett,  a  lawyer  by  train- 
ing and  a  longtime  UP  man,  has  seen 
to  it  that  the  spending  neglected  nei- 
ther the  railroad  nor  the  natural  re- 
sources. The  latter,  27%  of  earnings  in 
1971,  were  up  to  40%  in  the  first  quar- 
ter of  1974,  and  Barnett  has  promised 
to  raise  them  to  50%. 

But  the  railroad  did  not  play  sec- 
ond fiddle.  The  9,500-mile  UP  runs 
through  13  growing  western  states, 
from  Omaha  to  Los  Angeles.  Its  route 


UP's  1,342  miles  of  heavy-duty  welded  track,  lower  to  maintain,  adds  an  edge. 


A  Royal  Treat 
Awaits  You 


At  long  last,  the  definitive  catalog 
of  the  Forbes  Magazine  Collection 
of  Faberge. 

Called  a  "feast  for  the  eye"  by 
Newsweek  Magazine  when  review- 
ingthe  recently  held-over exhibition 
at  the  New  York  Cultural  Center, 
Forbes'  collection  of  the  bejewelled 
masterpieces  by  Peter  Carl  Faberge 
are  stunningly  presented  in  this 
exquisite  catalog. 

Richly  illustrated  with  32  full-color 
and  10  black  and  white  photo- 
graphs, the  116-page  meticulously 
compiled  catalog  has  its  foreword 
by  Malcolm  Forbes  and  text  by  Her- 
mione  Waterfield,  a  director  of  the 
distinguished  international  firm  of 
Christie,  Manson  and  Woods.  Ms. 
Waterfield  provides  complete  de- 
scription and  history  of  all  these 
famous  art  treasures,  including 
each  of  the  fabulous  imperial  Eas- 
ter Eggs  in  the  Forbes  Magazine 
Collection. 

The  catalog  is  sure  to  be  a  gift  ap- 
preciated by  friends  or  family  as 
well  as  an  important  addition  to 
your  own  library  of  art. 

Checks  or  money  orders  should  ac- 
company all  orders.  A  coupon  is 
provided  below  for  your  conven- 
ience in  ordering: 


FORBES  Faberge  Collection 

60  Fifth  Avenue 

New  York,  N.Y.  10011 

Please  ship  postpaid  the  following  catalog(s) 
for  which  payment  in  full  (check  or  money 
order)   is  enclosed: 

soft-cover  catalog   @   $6.00  each 


Name. 


Total  amount  enclosed. 


(Please  print  clearly) 


Address. 
City. 


.State. 


.Zip. 


(N.Y.  residents  add  appropriate  tax) 


is  tailor-made  for  the  kind  of  long- 
haul  freight  that  makes  the  best  mon- 
ey for  railroads;  UP's  average  haul  is 
655  miles,  more  than  double  the 
Class  I  average.  When  some  other 
roads  were  short  of  cars  and  hopeless- 
ly behind  on  schedules,  the  superbly 
equipped  UP  stepped  in  and  picked 
up  traffic;  freight  car  loadings  jumped 
13%  last  year  alone.  All  this  was  done 
with  remarkable  efficiency.  Says  Presi- 
dent James  H.  Evans:  "We  managed 
a  7.5-billion  increase  in  ton-miles  last 
year  without  taking  on  any  additional 
help.  This  year,  with  traffic  still  grow- 
ing, we  have  had  to  add  only  200  or 
so  operating  people."  In  a  business 
where  wages  usually  eat  up  over  half 
of  revenues  (65%  for  the  Penn  Cen- 
tral ) ,  UP's  wage  ratio  is  only  48%. 

Make  no  mistake;  the  railroad's 
gains  did  not  come  easily.  Inflation 
is  tough  on  the  railroads,  with  their 
high  fixed  costs.  "Our  diesel  fuel  bill 
alone  was  up  32%  last  year,"  says 
Evans.  Costs  for  railroad  cross  ties, 
a  big  item  in  maintenance,  are  al- 
ready up  32%  this  year  over  1973. 

But  in  June  the  Interstate  Commerce 
Commission  granted  the  railroad  in- 
dustry a  10%  across-the-board  freight 
hike  to  compensate  for  inflation.  This 
was  a  lifesaver  for  some  railroads;  for 
UP  it  is  simply  icing  on  the  cake.  Some 
railroads  will  have  trouble  passing  the 
higher  rate  on  to  customers.  Not  the 
UP.  "In  items  where  the  competition 
is  keen,"  says  Frank  Barnett,  "we  won't 
raise  rates  much,  if  at  all.  But  I  figure 
on  an  annual  basis  we  will  increase 
revenues  about  7%."  This  contrasts 
with  railroads  like  the  Illinois  Cen- 
tral, which,  because  of  substantial 
barge  competition,  will  find  it  much 
more  difficult  to  raise  rates  that  much. 

The  ICC  has  insisted  that  the  rail- 
roads channel  the  added  revenues 
gain  into  capital  spending;  what  the 
shippers  pay  in  higher  rates  they  are 
supposed  to  get  back  in  better  service. 
"The  UP,"  says  a  railroad  analyst,  "is 
meeting  the  requirements  by  spend- 
ing like  crazy  on  yards  and  mainte- 
nance." He  points  out  that  this  can 
provide  a  cushion  for  earnings  in  fu- 
ture years  if  business  slacks  off;  mainte- 
nance can  be  postponed  or  it  can  be 
done  in  advance  of  needs.  This  almost 
guarantees  UP  another  profitable  year 
in  1975  even  if  the  economy  should 
be  down  substantially. 

The  first  half  of  1975,  of  course, 
will  benefit  from  the  10%  rate  in- 
crease, which  did  not  go  into  effect 
until  this  past  June.  If  there  is  a  siz- 
able wage  increase  at  the  end  of  1974 
—which  is  almost  certain— the  railroad 
industry  probably  will  apply  for,  and 
probably  get,  another  increase  next 
year  to  cover  the  wage  increase. 
Moreover,   the   UP  should  benefit  in 


1975  from  some  $23  million  in  new- 
business  that  its  industrial  and  com- 
mercial development  division  expects 
to  bring  to  the  line. 

Things  look  good  in  two  other  UP 
divisions— oil  and  minerals  and  real  es- 
tate. There  are  the  growing  amounts 
of  oil  from  the  Brady  Field  in  Wyo- 
ming. There  are  coal  (4  million  tons  a 
year  in  1973  and  8  million  by  1978) 
fand  trona  (natural  soda  ash)  being 
mined  and/  or  shipped  by  the  UP.  It 
also  gets  freight  revenues  and  royal- 
ties from  trona  mined  on  its  lands  by 
FMC  Corp.  and  Allied  Chemical,  and 
earnings  from  49%-owned  Stauffer 
Chemical  Co.  of  Wyoming. 

Real  estate  operations  have  re- 
mained a  mixed  bag,  but  UP  avoided 
the  disaster  that  hit  other  big  corpora- 
tions that  ventured  into  realty.  In- 
dustrial property  sales  were  strong 
last  year,  but  residential  sales  were 
off  sharply  in  Southern  California.  So 
UP  sold  most  of  its  residential  prop- 
erties and  set  up  a  $5.4-million  pretax 
charge  (12M  cents  a  share  after  taxes) 
to  offset  possible  losses. 

Harriman  vs.  Inflation 

In  the  early  stages  of  Barnett's  big 
capital-spending  program,  the  UP 
began  running  down  its  cash  hoard 
and  increasing  its  traditional  low  debt 
ratio— right  out  of  the  Harriman  book. 
As  the  money  has  poured  in,  how- 
ever, the  UP  has  reverted  to  form  and 
has  been  paying  down  debt,  which 
now  stands  at  around  $495  million, 
down  $143  million  from  1972.  At 
present,  the  UP's  debt,  both  long-  and 
short-term,  is  only  22%  of  total  capital; 
the  typical  railroad  stands  at  40%  in 
ratio  of  debt  to  total  capital. 

However,  capital  spending  will  be 
running  ahead  of  cash  flow  again. 
UP  spending  is  slated  at  $381  million 
this  year  as  against  a  projected  cash 
flow  of  $300  million.  Among  other 
things,  UP  is  planning  to  double  tin- 
capacity  of  its  smallish,  60,000-bar- 
rel-a-day  Corpus  Christi  refinery.  But 
financing  the  shortfall  will  be  no  prob- 
lem, even  if— as  is  probable— the  UP 
buys  some  crude  reserves  next  year. 

In  1971,  aware  that  the  railroads 
were  heading  into  stormy  times,  Frank 
Barnett  reorganized  Union  Pacific- 
Corp.  into  four  separate  operating 
subsidiaries,  one  for  the  railroad,  one 
for  land  and  industrial  development, 
one  for  coal  and  minerals  and  one  for 
oil  and  gas.  If  the  railroad  industry 
should  ever  go  completely  to  pot, 
dragging  even  successful  roads  like 
the  UP  with  it,  UP  stockholders  still 
would  be  left  with  ownership  of  high 
ly  valuable  land,  oil  and  minerals. 

The  Little  Bookkeeper  would  be 
immensely  pleased  it  lie  could  see  his 
company  today.  ■ 
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Knitting  needles  of  polished  ebony  crowned  with  bun-shaped  blue  chalcedony  finials  and  centered  with  opaque-white  enamelled  gold  quatrefoils  set  with 
rubies.  Upper  shafts  are  spiralled  in  opaque-white  enamel  over  green-gold  with  husk  borders.  By  Carl  Faberge,  Jeweler  to  the  Czars  of  all  the  Russias. 
From  the  Forbes  Magazine  Collection  of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


Is  this  anyway ^ 
to  sell  insurance? 


Can  you  sell  insurance  like 
you  sell  packaged  goods? 

Continental  Insurance 
believes  you  can... and 
should. 

They  believe  the  Conti- 
nental Soldier  is,  above  all, 
a  great  packaged  goods 
salesman. 

The  Continental  Insur- 
ance Companies  have 
known  for  a  long  time  that 
such  consumer  marketing 
concepts  as  brand  image, 
packaging,  labeling  and 
product  sell  can  be  as  effec- 
tive in  moving  insurance  as 
they  are  in  moving  food  or 
soap. 

They  know  a  strong  qual- 
ity image  and  strong  brand 
awareness  can  help  sell 
services  as  well  as  goods. 
To  business  and  industry 
as  well  as  to  consumers. 

That,  in  some  respects, 
all  business  is  "self  service" 
and  that  pre-selling  a  busi- 
ness decision  maker  can  be 
as  important  as  pre-selling 
a  housewife. 

Working  thru  independ- 
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ent  agents,  Continental 
knows  their  products  are, 
in  a  sense,  distributed  by 
retailers  who  can  promote 
and  push  a  number  of  dif- 
ferent brands. 

And  they  know  such  pre- 
selling  and  brand  image- 
building  require  steady 
advertising  pressure  in  the 
right  advertising  media. 

That's  why. . .  thru  eco- 
nomic highs  and  economic 
lows... thru  sales  jumps  and 
sales  slumps... Continental 
has  kept  a  steady,  even  flow 
of  product-selling,  brand- 
promoting    advertising    in 


our  four  business  maga 
zines. 

They  know  our  fou 
magazines  deliver  their  ke; 
prospects  and  customers., 
the  specifiers,  brand  decid 
ers  and  top  managemen 
people  all  along  the  line 
From  the  corner  office  t< 
the  office  on  the  corner. 

There  are  still  a  fev 
skeptics  around  who  thinl 
that  the  connection  be 
tween  business  success  anc 
business  advertising  is  jus 
...an  accident. 

The  people  at  Continen 
tal  Insurance  know  a  lo 
about  accidents. 

They  know  their  adver 
tising  program  isn't  one  o 
them. 
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Four  great 
business  locations. 


From  Stengel 
To  Lawrence 
To  James 

Lawrence  put  it  together. 
James  got  it  pulling. 
The  two  of  them  did  a  job 
at  Dresser  that  Stengel 
would  have  admired. 

In  1949  the  New  York  Yankees  gave 
Casey  Stengel  the  job  of  restruc- 
turing its  baseball  team  around  some 
highly  promising  material— young  play- 
ers like  Mickey  Mantle  and  Yogi  Ber- 
ra.  For  those  too  young  to  remember, 
Stengel  set  a  record  of  five  world 
championships  in  his  first  five  years 
-before  he'd  finished  reorganizing. 

Obviously,  the  material  had  been 
there.  All  Stengel  had  to  do  was  to 
structure  it.  Jack  James  should  know 
the  feeling.  In  1970,  when  he  took 
over  the  presidency  of  Dallas-based 
Dresser  Industries,  the  company  was 
much  like  the  old  Yankees:  first-rate 
material,  but  not  really  pulling  all 
together.  It  was  James's  assignment  to 
mesh  the  pieces. 

The  pieces— most  of  them  acquired 
for  Dresser  by  John  Lawrence,  James's 
able  predecessor  who  now  is  chair- 
man—are still  being  fitted.  The  latest 
is  Jeffrey  Galion  Inc.,  a  $224-million- 
a-year  maker  of  mining  and  road- 
maintenance  equipment,  acquired  only 
in  May.  But,  like  Stengel's  Yankees, 
Dresser  is  already  winning  pennants. 

After  sitting  on  a  profit-per-share 
plateau  from  1966  on,  Dresser  took 
off  in  the  fiscal  year  ended  last  Oc- 
tober, with  record  net  of  $3.38  a  share 
—better  than  20%  on  stockholders' 
equity.  But  it  was  nothing  compared 
with  what  Dresser  could  do  this  year. 
In  the  first  half,  earnings  were  up  a 
further  25%  and  the  second  half  ought 
to  showc  continuing  improvement- 
thanks  partly  to  the  removal  of  price 
controls  in  April. 

Right  now  Dresser's  order  backlog 
exceeds  $800  million,  more  than  dou- 
ble that  of  the  same  time  last  year. 

The  Combo 

Of  course,  the  capital  goods  boom 
has  a  good  deal  to  do  with  these  prof- 
its. But  it  was  John  Lawrence's  acquir- 
ing and  Jack  James's  structuring  that 
have  positioned  Dresser  to  take  maxi- 
mum advantage  of  the  boom.  Togeth- 
er they  have  converted  a  group  of 
industrial  specialty  shops  into  a  vir- 
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tual  department  store  for  capital  goods. 
A  decade  ago  Dresser  was  one- 
fourth  its  present  size  and  primarily 
involved  in  oilfield  servicing,  a  good 
business,  but  limited  and  subject  to 
horrendous  ups  and  downs.  In  fairly 
rapid  succession  Lawrence  acquired: 

•  Manning,  Maxwell  &  Moore,  valve 
and  instrument  maker;  Lawrence  was 
looking  for  a  boom  in  industries  like 
power,  refining  and  chemicals,  where 
those  valves  are  largely  used. 

•  Harbison- Walker,  refractory  mak- 
er; here  Lawrence  was  counting  on  the 
steel  industry's  eventual  revival. 

•  Symington-Wayne,  manufacturer 
of  gasoline  service  station  pumps,  cal- 
culating that  its  leadership  in  self- 
service  pumps  would  some  day  pay 
off  as  oil  companies,  their  crude  oil 
profits  pinched,  would  have  to  earn 
more  at  the  gasoline  pump. 

•  Nearly  a  million  acres  of  land 
leased  or  owned  (worldwide)  to 
guarantee  a  supply  of  materials  for 
his  oilfield  mud  business;  in  the  proc- 
ess Dresser  found  lead  and  zinc. 

Today,  Lawrence-added  businesses 
account  for  a  third  of  Dresser's  sales. 
Long-lived  capital  goods,  50%  of 
Dresser's  make-up  back  in  1964,  to- 
day kick  in  37%,  the  balance  being 
expendables  like  valves  and  refrac- 
tories. Energy-related  industries  like 
power,  oil  and  gas,  and  chemicals  ac- 
count for  two-thirds  of  sales. 

Lawrence  expanded  the  foreign 
business  from  less  than  25%  of  sales 
to  last  year's  33%,  double  the  volume 
of  1968.  Becently  Edward  Luter,  fi- 
nancial vice  president,  told  Forbes: 
"We  don't  care  where  in  the  world 
they  build  refineries  and  chemical 
plants.  We'll  supply  the  equipment." 

Finally,  Jack  Lawrence  turned  the 
whole  thing  over  to  Jack  James,  the 
planner.  James  restructured  Dresser 
into  seven  groups— there  will  be  eight 
when  Galion  is  assimilated.  His  idea 
was   to   create   a   series   of  relatively 
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self-sufficient  companies  in  the  $100- 
million  range,  rather  than  an  inflexible 
$l-billion  monolith.  "We  can  reach  a 
decision  anywhere  in  the  world  in  half 
an  hour,"  James  boasts. 

The  basic  business  has  not  been 
neglected.  Dresser  is  capturing  mar- 
ket share  yearly  in  the  booming  oil- 
field servicing  business,  where  it  is 
second  to  Schlumberger.  But  oilfield 
servicing  is  now  only  35%  of  the  com- 
pany's total.  Dresser  is  the  world's 
largest  manufacturer  of  big  compres- 
sors, valves  and  refractories.  The  com- 
pressors in  particular  are  in  great  de- 
mand for  things  like  fertilizers,  chem- 
icals, pipelines  and,  in  the  future,  nu- 
clear fuel  plants  and  coal  gasification. 
It  would  be  hard  to  dream  up  a  list 
of  more  promising  customers! 

One  James  contribution  to  this  mix 
was  the  notion  of  the  multiproduct 
plant.  These  are  plants  designed  so 
they  can  switch  easily  from  one  prod- 
uct to  another.  Example:  The  Ontario 
plant,  which  produces  valves,  meters, 
gauges,  hoists  and  cranes.  Another  ex- 
ample: With  gasoline  pump  sales 
slumping  in  Europe,  Dresser  has 
switched  its  Einbeck,  Germany  plant 
to  making  pneumatic  tools. 

Jack  James  is  looking  way  down 
the  road.  He  doesn't  expect  the  oil- 
drilling  boom  to  la-;t  forever.  He  be- 
lieves the  promising  oilfields  will  be 
well  worked  over  by  the  Eighties.  He 
thinks  the  development  emphasis  will 
switch  to  coal  and  other  nonpetrole- 
um  fuels— either  as  fuels  or  feedstocks 
for  gasification. 

That's  where  the  latest  acquisition, 
Jeffrey  Galion,  comes  in.  Galion  is  big 
in  mining  equipment.  Galion's  back- 
log this  year  is  30%  of  that  of  the 
rest  of  the  company. 

The  thing  about  Casey  Stengel  was 
that  he  never  stopped  running  hard, 
even  when  he  was  winning.  Jack 
James  shows  every  sign  of  being  ex- 
actly the  same  kind  of  guy.  ■ 
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Americans  Still 

Invent  Their  Way  To  Wealth 


The  independent  inventor  is  an  endangered  species.  But  here  are  six  live  ones. 


Remember  that  traditional  American 
type,  the  ruggedly  individualistic  in- 
ventor-tinkerer?  The  basement  scien- 
tist who  helped  propel  the  U.S.  into 
world  industrial  leadership?  Men  like 
Edison,  Westinghouse  and  Bell? 

The  day  of  the  truly  important 
basement  breakthrough  is  largely 
past.  But  the  tradition  lingers.  On 
the  following  pages,  Forbes  talks 
with  half  a  dozen  men  who  refused 
to  quit  and  finally  made  big  money 
through  their  own  inventions. 

The  odds  are  stacked  against  one 
man  working  alone.  It  takes  big  money 
to  produce  something  worthy  of  pat- 
enting; the  rough  average  is  $500,000. 
No  wonder  that  80%  of  the  nation's 
115,047  patent  applications  last  year 
were  assigned  to  corporations  and  the 


Government. 

Assuming  the  loner  gets  his  patent, 
he  now  faces  the  do-or-die  step.  He 
must  convince  someone,  usually  a  dis- 
interested corporation,  to  make  and 
market  his  brainstorm.  The  road- 
blocks are  formidable— legal  expenses, 
corporate  resistance  to  NIH  ideas 
(not-invented-here)  and  a  shortage  of 
venture  capital.  Plus  the  250  inven- 
tion-marketing firms,  often  staffed  by 
con  artists  who  merely  make  big  prom- 
ises and  collect  big  fees  (around  $100 
million  a  year). 

Those  who  survive  are  the  few  who 
prove  to  be  inventor-entrepreneurs. 
For  the  key  to  success,  as  our  six 
case  studies  illustrate,  is  not  how  good 
is  the  invention,  but  how  good  a  busi- 
nessman is  the  inventor.  The  inventor 


must  show  a  corporation  how  his  in- 
vention would  work  in  the  market- 
place as  well  as  the  laboratory.  Or 
he  must  start  his  own  company,  where 
there  is  more  risk,  but  also  a  chance 
for  more  reward.  As  four  of  our  six 
can  testify,  a  big  capital  gain  is  bet- 
ter than  a  little  royalty  any  day. 

Disturbing  thought:  Three  of  the 
six  inventors  Forbes  found  worth 
highlighting  are  not  Yankee  tinkerers; 
they  were  born  abroad  and  immi- 
grated. Why  so?  Nobody  really 
knows,  but  can  it  be  that  more  and 
more  of  us  prefer  a  secure  career  to 
the  risks  of  doing  our  own  thing?  Is 
that  old  spirit  of  rugged  individualism 
getting  ragged?  Or  does  it  take  a 
foreigner  to  realize  the  unique  op- 
portunities in  America?  ■ 


Brain  Drainee 


Inventor  Kapany 

"Call  me  anything  you  want,"  says 
Dr.  Narinder  Kapany:  scientist,  en- 
trepreneur, executive,  rancher,  artist. 
But  if  you  pin  him  down,  he  prefers 
to  answer  to  his  first  love,  inventor. 
Kapany,  a  46-year-old  Sikh  from 
India,  now  toils  in  one  of  the  tech- 
nology companies  in  "silicon  gulch," 
south  of  San  Francisco.  Among  other 
things,  Kapany  is  the  father  of  fiber 
optics  technology.  This  involves  the 
passing  of  light  over  flexible  fibers  for 
image  transmission.  He  spawned  the 
concept  as  a  graduate  student  at  Lon- 
don's Imperial  College  of  Science  & 


Technology  in  the  early  Fifties.  Fiber 
optics  has  since  yielded  a  multitude  of 
applications  like  medical  devices  for 
peering  into  body  organs,  and  prom- 
ises many  more  in  the  future. 

Kapany  had  left  New  Delhi  in 
1951  to  learn  advanced  optics,  plan- 
ning to  return  home  to  make  optical 
instruments.  But  once  abroad,  one 
thing  led  to  another. 

During  five  years  of  research  at 
the  Illinois  Institute  of  Technology  in 
the  mid-Fifties,  Kapany  found  that 
many  of  his  ideas  were  being  shelved 
outside  his  laboratory.  So  he  decided 
to  become  a  doer  as  well  as  a  thinker. 
He  went  west  in  1958  to  raise  money, 
founded  Optics  Technology  Inc.  and 
took  it  public  in  1967. 

Optics  Technology  marketed  a  wide 
range  of  products:  the  first  flexible 
tubes  for  seeing  around  corners,  laser 
devices  for  eye  surgery,  optical  filters 
and  other  gadgets  that  Kapany  brain- 
stormed  and  often  patented.  In  1972 
he  resigned  as  chairman. 

Now  that  he  has  gone  on  to  other 
projects  like  teaching  at  Stanford, 
tending  his  ranch  and  sculpting,  Ka- 
pany recalls  the  Sixties  as  the  ideal 
era  for  the  inventor-entrepreneur. 
"Venture  capital  was  really  venture- 
some, and  in  the  high-technology  field 
you  were  walking  on  water."  Alas, 
he  says,  the  days  are  now  gone  when 
you  could  put  out  a  press  release 
and  then  watch  the  money  pour  in. 

Today  the  road  for  the  independ- 
ent inventor  is  rough.  Kapany  doesn't 
blame  the  bankers  for  spurning  start- 


ups while  stocks  sell  below  book  value. 
He  can  understand  why  corporate 
chiefs  are  reluctant  to  embark  on  the 
risks  of  investing  in,  tooling  and  inven- 
torying an  innovation  in  these  uncer- 
tain times.  "But,"  says  the  Sikh,  who 
wears  a  turban  as  well  as  paisley 
shirts,  "it's  a  terrible  loss  to  the  country 
not  to  create  a  climate  where  inven- 
tions can  be  helped  to  grow." 

Kapany  has  recently  set  up  a  small 
organization  to  help  cultivate  a  cli- 
mate for  successful  invention.  He  pre- 
sides over  privately  owned,  Palo  Alto- 
based  Kaptron,  which  turns  out  inven- 
tion prototypes  for  corporate  clients  in 
areas  of  social  need  such  as  solar  en- 
ergy and  pollution  control.  Kapany 
owns  80%  of  Kaptron. 

Kapany's  humanism  shows  in  his 
sculpture.  One  evening  in  his  lab,  he 
saw  the  potential  for  art  in  the  inner 
workings  of  the  little  black  boxes  of 
fiber  optics  instruments.  Now  an  <  \ 
hibition  of  his  lighted  glass  and  pi. is 
tic  constructions  is  on  world  tour. 

Kapany  considers  inventing  serious 
business.  He  calls  it  juggling  mental 
inventories  to  produce  an  answer  to 
technical  problems.  Inventors,  he  says, 
work  in  jigsaw-puzzle  fashion. 

Kapany  didn't  think  much  of   the 
self-made  businessman  back  when  he 
was   a   technician   in   the   laboratory. 
But   now   he   respects    the   entrepre 
neur— and  the  American  way  ol   Ufa 
When  he  visits  India  today  he  oan 
a  U.S.  passport  and  is  living  prooi  to 
his  countrymen  that  wearing  I  turban 
is  no  barrier  to  success  here.  ■ 
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Playing  Around 

Ask  your  kids  about  Chatty  Kathy, 
the  talking  doll,  or  Hot  Wheels,  the 
dinky  racing  car,  and  tell  them  about 
Jack  Ryan,  the  inventor.  He  made  a 
fortune  from  this  child's  play. 

During  the  Sixties,  while  consult- 
ing for  toymaker  Mattel  Inc.,  Ryan 
and  his  engineers  were  turning  out 
new  product  ideas  that  produced  $100 
million  in  toy  sales  annually.  Royalties 
that  he  still  collects  on  95%  of  Mattel's 
line  have  made  Ryan  many  times  a 
millionaire. 

At  Raytheon  Corp.  in  1955  Jack 
Ryan  was  just  another  bright  aero- 
space engineer  out  of  Yale  trying  to 
get  the  Sparrow  Missile  off  the  draw- 
ing boards.  While  a  project  officer 
there,  he  invented  a  high-powered 
antenna,  installed  it  in  a  crystal  radio 
set  and  sold  it  by  chance  at  a  New 
York  toy  fair  to  Mattel's  founders, 
Ruth  and  Elliot  Handler.  The  Han- 
dlers lured  him  West  to  advise  on 
product  development.  It  was  good- 
bye missiles,  hello  Barbie  Doll. 

Today  Ryan,  a  mischievous  Peter 
Lorre  look-alike,  lives  with  some 
friendly  college  students  in  a  huge 
Bel  Air,  Calif,  estate  once  owned  by 
silent  screen  star  Warner  Baxter.  Gad- 
gets abound.  Dial  the  right  phone— of 
the  150— and  the  lights  go  on,  the  gar- 
age doors  open  or  the  pool  fills. 
There's  even  a  chandelier-rigged  tree 
house  for  entertaining  "special  guests." 

Now  that  Mattel  has  fallen  on  hard 

Inventor  Ryan 


times  (Forbes,  Sept.  15,  1972),  Ryan 
and  his  15-man  staff  have  turned  to 
experimenting  in  optics,  chemicals  and 
electronics.  Invention  now  comes  easi- 
ly because  he  says  it's  an  intuitive 
skill  you  develop  like  playing  a  smart 
game  of  tennis.  To  invent  a  cheap 
telephone-answering  device,  Ryan  did 
Edison's  work  over  again  with  modern 
tools.  Says  he:  "If  old  Tom  had  had 
teflon,  cellophane  tape  and  an  oscillo- 
scope, his  recorder  would  have  been 
a  hell  of  a  lot  better." 

Ryan  invents  to  order  for  corporate 
clients.  His  simple  rule:  Make  a  sale 
before  you  invent.  "If  somebody  tells 
you  they  want  a  black  box  that  plays 
Yankee  Doodle,  blows  smoke  and  shows 
movies,  give  them  a  mock-up  and 
they'll  change  their  minds  when  they 
see  what  they  asked  for." 

Once  past  the  model  stage,  invent- 
ing for  commercial  success  requires 
making  a  profit  projection  for  every 
budding  idea.  Says  Ryan:  "Most  idea 
men  avoid  financial  people  like  a  trip 
to  the  dentist,  but  invention  starts 
with  economics."  One  of  the  best  types 
of  invention,  he  says,  is  finding  a  way 
to  make  something  better  and  cheaper. 

Now  that  he  has  stopped  working 
on  toy  projects,  Ryan  has  a  closet 
full  of  consumer  products  he  wants 
to  take  to  market:  a  talking  movie 
cassette,  a  new  bicycle  brake,  a  home 
spot  welder,  a  cheap  instant  photog- 
raphy kit,  a  redesigned  typewriter. 

To  save  fruitless  knocking  on  com- 
pany doors,  he  has  devised  a  new 
marketing  wrinkle:  Go  to  the  retailer 
first.  He  has  found  out  the  hard  way 
that  tooling  and  development  costs 
discourage  manufacturers  from  nur- 
turing an  invention.  Reasons  Ryan: 
"You  erase  all  those  fears  if  you  get 
Sears  behind  your  idea  and  let  them 
sell  it  to  industry." 

Sound  easy?  Just  try  making  a  rub- 
ber baby  doll  stand  on  its  head  without 
wetting  its  pants.  And  then  call  Ryan 
at  home  in  his  castle.  He's  always  look- 
ing for  a  new  idea.   ■ 


It  Has  To  Be  Useful 

Dr.  Myron  A.  Coler  practices  what 
he  teaches.  As  director  of  New  York 
University's  Creative  Science  Program, 
Coler  lectures  from  experience.  Some 
years  ago  he  turned  his  knowledge 
of  chemical  engineering  into  practi- 
cal inventions  and  ran  a  successful 
business  based  on  them. 

Professor  Coler  harbors  no  roman- 
tic nonsense  about  inventing.  "One 
of  the  world's  most  brilliant  inven- 
tions," he  says,  "are  the  luggage  lock- 
ers in  Grand  Central  Station.  They 
work  day  and  night  collecting  coins, 
where    once    there    was    only    empty 
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space.  You  can't  patent  an  idea  like 
this  any  more  than  you  can  patent  the 
design  for  the  Sistine  Chapel,  but 
both  are  extremely  useful  to  mankind." 

Coler's  useful  products  stemmed 
from  consulting  on  the  chemistry  of 
materials.  He  earned  his  engineering 
Ph.D  at  Columbia  in  1937,  worked 
on  the  Manhattan  Project  and  did 
wartime  studies  on  using  plastics  to 
conserve  metals.  But  it  wasn't  until 
the  Fifties  that  he  showed  that  treated 
plastic  had  uses  in  electronics. 

"Even  if  you  invent,  you  have  to 
innovate  to  make  money,"  he  says.  To 
prove  the  point,  he  turned  consulting 
into  production  and  founded  Markite 
Corp.  in  1953  to  turn  out  his  precision 
potentiometers  using  a  new  conduc- 
tive plastic  covered  by  Coler  patents. 

A  simple  potentiometer  controls  the 
volume  on  a  radio.  Markite  developed 
precision  types  that  are  used  to  con- 
vert the  movements  of  aircraft  con- 
trols into  instrument  signals.  Mar- 
kite went  public  on  the  strength  of 
this  product,  and  was  later  bought 
out  by  Geophysical  Corp.  of  America 
for  some  $2.8  million.  When  GCA 
proved  unable  to  develop  commer- 
cial markets,  Litton  Industries  bought 
the  company.  Coler  figures  about  $100 
million  worth  of  the  potentiometers 
have  been  sold  on  projects  like  the 
B-58  and  the  Apollo  modules. 

Good  timing  is  crucial  to  selling  in- 
ventions, says  Coler.  "Launching  an 
idea  the  market  isn't  ready  for  is  like 
putting  out  an  employment  ad  for  a 
jet  pilot  in  ancient  Babylon." 

Dr.  Coler  is  now  back  to  his  first 
love,  inventing.  "I  have  to  think  about 
it  differently  because  the  marketplace 
has  changed,"  he  notes.  A  current  in- 
terest is   in   ways   to  harness   energy 
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more  efficiently  with  coated  heat  ex- 
changers. But  he  thinks  nowadays 
you've  got  to  be  as  inventive  about 
marketing  your  idea  as  you  are  in 
dreaming  it  up.  "Having  a  lump  of 
something  different,"  he  says,  explain- 
ing why  most  inventors  go  wrong, 
"isn't  worth  much.  You  really  don't 
own  anything  until  you  can  shape  it 
into  a  useful  form."  ■ 


Prolific  Bureaucrat 

Unless  you  know  better,  Jacob  Ra- 
binow,  64,  might  strike  you  as  an  un- 
spectacular civil  servant  in  just  an- 
other government  agency.  At  the  Na- 
tional Bureau  of  Standards  in  Wash- 
ington, D.C.,  he  is  chief  of  the  Office 
of  Invention  &  Innovation.  But  Rabi- 
now  is  no  mere  paper-pusher.  He  has 
206  patents  to  his  credit  and  a  slew 
of  products  in  the  marketplace. 

Rabinow  toils  for  the  Government 
because  he  wants  to,  not  because  he 
has  to.  "Successful  invention,"  he 
says,  "made  me  independent."  He  re- 
turned to  the  Bureau  of  Standards  in 
1972  to  become  head  of  invention 
and  engineering  research  and  promote 
the  cause  of  the  independent  inventor. 

Electrical  engineering  was  his  stu- 
dent passion  at  New  York's  City  Col- 
lege in  the  Thirties,  but  Rabinows' 
inventions  run  the  gamut:  weapons 
devices,  sorting  machines,  watch  regu- 
lators, a  high-fidelity  phonograph,  a 
computer  disc  file,  reading  machines 
and  home-improvement  gadgets.  What 
encouraged  his  far-flung  inventive- 
ness? Two  things,  says  Rabinow:  cu- 
riosity and  necessity. 

He  spent  his  childhood  in  the 
Ukraine,  Siberia  and  China,  a  refugee 
from  the  Bolsheviks.  Rabinow  and  his 
immigrant  mother  landed  in  New 
York  in  1921.  He  put  himself  through 
school  selling  hot  dogs  at  Coney  Island 
and  building  radios  for  friends.  But 
as  for  making  a  living,  who  during  the 
Depression  needed  future  inventors? 
Young  Jack  got  a  job  at  the  Bureau  of 

Inventor  Rabinow 


Standards  calibrating  meters. 

Then  came  World  War  II.  Ra- 
binow's  first  group  of  patented  de- 
vices were  safety  catches  for  bombs. 
After  the  war,  he  recalls,  "I  had  a 
boss  who  let  me  play,"  so  he  produced 
a  spate  of  inventions.  In  the  Fifties 
he  left  the  Government  to  form  an 
engineering  service  firm  that  even- 
tually manufactured  Rabinow-de- 
signed  reading  machines.  The  compa- 
ny prospered.  In  1962  Control  Data 
bought  him  out  for  stock  which  he 
later  sold  for  close  to  $1  million. 

Numerous  Rabinow  inventions 
have  been  moneymakers.  His  magnetic 
particle  clutches  are  used  in  com- 
puters, cars  and  aircraft.  General 
Time  pays  him  $30,000  a  year  for  his 
automatic  watch  regulator.  Burroughs 
Corp.  sold  some  $70  million  worth  of 
his  letter-sorting  machines,  used  by 
every  major  U.S.  post  office.  Harman 
Kardon  makes  his  phonograph  arms. 

Despite  his  own  success,  Rabinow 
worries  about  the  survival  of  the  in- 
dependent inventor.  He  figures  that 
in  1950,  when  he  first  started  turning 
out  inventions,  half  of  the  nation's  in- 
ventors were  independent.  Today  it's 
less  than  20%,  and  the  ranks  are  thin- 
ning. He  blames  tight  money  and 
businessmen's  reluctance  to  take  long 
shots.  He  says  his  own  productivity 
rose  when  he  went  into  business  for 
himelf. 

As  spokesman  for  the  National  In- 
ventors Council,  Rabinow  says  he  gets 
many  sad  letters  from  people  who 
have  spent  their  last  buck  and  can't 
raise  money  on  Wall  Street.  "Why 
should  someone  invest  in  crazy  Ra- 
binow's  ideas  when  he  can  put  his 
money  in  tax-free  bonds?"  Is  there  no 
hope,  then?  Yes,  says  Rabinow:  "If 
you  know  someone  rich  and  can  put 
stars  in  his  eyes." 

Now  that  he's  a  civil  servant  again, 
Jack  Rabinow  is  putting  his  energy 
into  inventing  for  the  public  good. 
His  latest  project  is  the  nonexploding 
bottle.  Then  there's  the  reading  ma- 
chine for  the  blind,  a  pressurized  self- 
cleaning  home,  and.  ..." 


Inventor  Zeppel 

Learning  By  Starving 

Nathan  Zeppel  spends  his  days 
thinking  about  pens:  push-button  clip 
pens,  retractable  fountain  pens,  dry- 
resistant  marker  pens,  long-life  ball- 
point pens.  "Wherever  I  go,"  he  says, 
tapping  his  head,  "I  take  my  work 
with  me." 

Zeppel  spent  nine  years  in  the  Fif- 
ties pounding  the  pavements  of  New 
York  before  making  his  first  sale.  At 
first,  all  he  could  say  in  English  was, 
"all  right."  He  literally  starved.  His 
friends  called  his  inventing  an  obses- 
sion. Even  the  patent  lawyer  who 
helped  support  him  lost  faith  and 
called  him  a  screwball. 

Born  Nathan  Zeppelovich  in  Latvia 
59  years  ago,  Zeppel  was  hardened 
by  adversity.  During  World  War  II, 
the  Germans  confiscated  his  furniture 
factory,  killed  his  family  and  19-year- 
old  fiancee,  and  imprisoned  him  at 
Buchenwald  for  four  years.  "Hitler," 
he  muses,  "taught  me  how  to  starve." 
As  with  inventing,  he  says  he  was 
sustained  by  belief  in  survival.  When 
liberated,  he  weighed  87  pounds. 

Zeppel  was  inventing  weapons  Eoi 
the  Israeli  army  in  Palestine  when 
a  visiting  lawyer,  impressed  with  his 
pen  ideas,  persuaded  him  to  come  to 
"the  laml  of  opportunity"  in  1950. 
Only  by  then,  there  were  alreaiK 
about    l(), ()()()  pen  patents  registered 

in  Washington,  including,  from  1888, 
one  for  the  original  ball-point. 

Ten  technology  is  simple,"  sa\s 
Zeppel,  "but  Buckminster  Fuller  once 

told    me    thai    designing    a    new     pen 

sounded  harder  than  perfecting  a  new 

missile.    It    has    got    to    be    a    certain 

length  and  diameter.  It  has  to  work 
150,000  limes   in  different    positions, 

ami   be   so   simple  a   child   can   handle 
it.    Il    lias  to  he  suitable  lor  mass   pro 
duCtion,   and   the  costs  aie  Critical   he 
cause  <>l  (lie  small  profit  margins." 
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Zeppel  finally  sold  a  simple  retract- 
able clip  ball-point  to  Columbia  Pen 
&  Pencil  Co.  and  it  was  an  immediate 
success.  Major  manufacturers  had  re- 
jected it  because  it  didn't  fit  their  line, 
but  little  Columbia  was  eager  to  take 
a  chance.  The  company  still  sells 
around  5  million  of  his  pens  a  year. 

After  his  first  sale,  Zeppel  says  he 
felt  reborn.  Schaeffer,  now  a  division 
of  Textron,  hired  him  to  set  up  shop 
in  Ft.  Madison,  Iowa  to  dream  up  new 
product  ideas,  which  he  did  for  three 
years.  Schaeffer  still  manufactures  his 
"Reminder  Clip"  pen  that  prevents 
inky  pockets  because  you  can't  clip  it 
in  without  retracting  the  point. 

Living  comfortably  on  royalties,  he 
and  his  wife  have  settled  in  Santa 
Barbara,  Calif.,  after  scouting  the 
Riveria,  Florida  and  Hawaii.  The 
house  has  everything  he  wants— an 
ocean  view  and  a  basement  workshop. 

Zeppel  says  that  success  for  the  in- 
ventor comes  when  he  sees  things  from 
the  manufacturer's  viewpoint.  With 
his  first  sale,  one  producer  told  Zep- 
pel that  he  had  proved  one  man  can 
be  right  and  a  whole  industry  wrong. 

He  says  an  inventor  must  never  fall 
in  love  with  his  idea.  "The  first  thing 
I  try  to  learn,"  says  Zeppel,  "is  what's 
wrong  with  it."  He's  applying  that 
yardstick  to  such  new  ideas  as  a  flat 
pen  that  doubles  as  a  bookmark  and 
a  retractable  fountain  pen. 

He  is  also  contemplating  another 
project— writing  his  autobiography. 
His  motive?  "After  what  I've  gone 
through,  I  feel  like  a  man  who  has 
lived  700  years."  He  credits  the  fact 
that  he's  an  immigrant— "not  spoiled 
by  abundance  and  comforts"— for  some 
of  his  success.  He  says  in  clear,  but 
accented,  English:  "We  are  becoming 
a  nation  of  spectators,  and  the  only 
muscle  we  use  is  the  one  we  sit  on." 
That  and  the  ones  we  use  to  push 
those  100-million  Zeppel  pens.  ■ 

You  Can't  Be 
Only  An  Inventor 

"Mine  is  a  happy  story,"  says  How- 
ard Arneson^  "where  none  of  the  perils 
inventors  worry  about  went  wrong." 

Turning  solemn,  Arneson  says,  "In- 
ventors know  I'm  successful,  so  they 
bring  their  ideas  to  me.  I  feel  so  sorry 
for  them.  You  can  see  in  their  faces 
that  they  are  already  spending  their 
dreams.  They,  are  filled  with  dread 
that  someone  will  steal  their  ideas. 

"Then  their  faces  drop  when  you 
ask  if  they've  sold  a  device.  They 
don't  realize  that  the  truth  comes  out 
when  you  try  to  sell  a  stranger." 

Howard  Arneson,  53,  grew  up  in 
suburban  San  Francisco  so  poor  he 
didn't  even  think  of  college.  But  win- 


Inventor  Arneson 

ning  the  California  skeet-shooting 
championship  also  won  him  an  ap- 
pointment as  a  naval  gunnery  instruc- 
tor. After  the  Navy,  he  worked  on  de- 
veloping an  emergency-vehicle  light. 
"It  wasn't  very  successful,"  says  Arne- 
son, "but  it  hooked  me  on  inventing." 

His  big  break  came  when  he  went 
to  work  on  a  solution  to  the  bane  of 
every  swimming  pool  owner,  the 
leaves  and  other  debris  that  constant- 
ly foul  the  water.  He  joined  another 
inventor  whose  patents  Arneson  later 
licensed.  Finally  Arneson  came  up  with 
a  gadget  consisting  of  a  motor,  some 
plastic  and  two  hoses  to  blow  the  re- 
fuse into  a  spot  where  it  could  be  re- 
moved without  laborious  sweeping. 
Their  original  backer,  a  swimming 
pool  manufacturer,  dropped  the  inven- 
tion because  of  production  problems. 
Then  Arneson  got  a  new  backer.  In 
1970  Castle  &  Cooke  (Forbes,  Nov. 
15,  2973),  the  big  Hawaiian  conglom- 
erate, came  along  and  bought  them 
out  for  $7.3  million  in  stock— half  of 
which  went  to  Arneson. 

One  hundred  twenty  thousand  Pool- 
Sweeps  have  been  sold,  and  Arneson 
still  runs  the  company  for  Castle  & 
Cooke;  it  grosses  $6.5  million  a  year 
and  nets  a  fabulous  $2  million  a  year. 

Why  did  Arneson  succeed  where  so 
many  inventors  fail?  In  a  word:  mar- 
keting. The  necessity  of  selling  and 
financing  his  invention  kept  him  in 
touch  with  economically  productive 
work  rather  than  mere  gadgeteering. 

Arneson's  favorite  invention  is  a  dry- 
dock  system  that  lifts  his  36-foot 
racing  boat  completely  out  of  the 
marina  water.  But  Arneson  is  making 
no  effort  to  sell  the  device.  It  is  too 
expensive  and  too  bulky  and  conflicts 
with  California  laws  that  forbid  clean- 
ing boats  over  water.  In  short,  it  is  an 
invention  without  a  market.  ■ 
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Can  old  King  Coal  get  us  out  of  a  crisis? 

America  is  faced  with  the  possibility  of 
making  big  environmental  compromises 
in  solving  the  energy  problem.  Coal  is 
fast  emerging  as  the  great  black  hope. 
There's  enough  of  it  for  the  next  200 
years  at  projected  rates  of  use.  And  that 
doesn't  mean  strip-mining  the  great 
American  West  to  get  it.  However,  much 
of  America's  coal  is  dirty  high  sulfur,  soft 
coal.  Unless  precautions  are  taken  in 
using  soft  coal,  the  next  step  forward  in 
the  energy  crisis  could  be  a  big  step 
backward  for  the  environment. 


, 


results 


At  UOP,  it's  more  than  blue  sky  talk. 

There  are  several  ways  to  clean  up  coal's  act.  Soft  coal  can 
be  burned,  with  the  installation  of  sulfur  and  fly  ash  removal 
equipment.  Like  UOP's  wet  scrubber,  the  TCA!  It's  already 
working  imnany  installations  across  the  country.  Soft 
coal  can  also  be  made  into  something  else:  Clean  energy, 
from  conversion.  Coal  can  be  converted  into  high-grade 
crude  oil  and  on  into  gasoline;  or  coal  can  become  pipeline 
quality  gas.  Pilot  plants  are  already  doing  it.  The  next  step 
is  to  make  coal  conversion  economically  attractive.  And 
it  will  be.  For  60  years,  UOP  customers  have  been  making 
a  profit  from  making  energy  meet  America's  standards. 

Write  for  the  latest  earnings  report:  UOP,  Ten  UOP  Plaza, 
Des  Raines,  111.60016. 


Where  action 
results  in  a 
better  life. 
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Faces  Behind  the  Figures 


The  Prince  Regent 

Charles  Haskell  Revson,  the  cos- 
metics king,  has  a  terrible  reputation 
For  chewing  up  executives  and  ad- 
vertising  agencies.  But  for  all  this, 
Revson  last  month  got  himself  a  new 
No.  Two  man,  and  a  top-notch  one 
at  that.  The  new  president:  42-year- 
old  Michel  C.  Bergerac,  an  ambitious 
and  immensely  capable  protege  of 
Harold  Geneen.  Bergerac  quit  as 
president  of  ITT  Europe,  a  multibil- 
lion-dollar  outfit,  to  go  to  $509-mil- 
lion-sales  Revlon. 

Why  did  Bergerac  jump  into  the 
fire?  Apparently  because  he  received 
an  offer  few  men  could  resist:  The 
terms  reportedly  included  a  five-year 
contract  at  $300,000  with  a  guarantee 
that  if  he  were  not  made  chief  execu- 
tive within  one  year,  he  could  take 
the  remaining  $1.2  million  and  walk 
away;    an    additional   bonus    of   $1.5 


million  in  cash  upon  signing;  and  very- 
attractive  stock  options. 

When  the  time  comes,  will  Revson 
really  step  aside  for  Bergerac?  On  the 
past  record,  that  would  seem  unlikely. 
However,  Revson  is  67  and  ailing.  He 
shows  every  sign  of  wanting  to  put 
his  affairs  in  order.  Bergerac's  hiring 
is  only  one  sign.  Another:  Revsc-n 
recently  divorced  his  second  wife, 
Lynn  Sheresky,  with  a  multimillion- 
dollar  settlement. 

In  fact,  after  having  been  subject 
to  one-man  rule  since  its  founding  by 
Revson  in  1933,  Revlon  now  has  a 
clear  line  of  succession:  Bergerac,  at 
42,  is  the  obvious  prince-regent.  Com- 
ing up  comfortably  behind  him  is  the 
heir-apparent,  John  Revson,  Charles' 
31-year-old  son.  With  Bergerac  to 
support  him,  John  Revson  will  have 
plenty  of  time  to  learn  the  ropes.  The 
suspense  is  over,  and  Revson  can  be 
content  that  the  company  he  founded 
will  remain  in  strong  hands.  ■ 


Bergerac  of  Revlon 


Rich  Is  Retter 

Mikhail  Baryshmkov  was  a  pop 
star— Soviet  style.  Now  he's  on  his  way 
to  becoming  a  celebrity— Western 
style.  There's  a  difference.  It's  money. 

Baryshnikov,  26,  lead  solo  dancer 
with  the  prestigious  Kirov  Ballet,  de- 
fected to  the  West  during  a  Kirov- 
Canadian  tour  last  month. 

In  Russia,  pop  stars  run  to  culture: 
solo  musicians,  conductors,  dancers. 
Not  only  must  they  perform,  they  also 
must  teach.  They  are  nicely  reward- 
ed: a  better-than-average  apartment, 
a  weekend  cottage,  the  chance  to  get 


out  of  Russia  on  global  tours.  But 
money?  "Maybe  $10,000  a  year,  tops," 
says  an  American  who  brings  Soviet 
artists  to  the  U.S. 

Soviet  performers  are  well  aware 
how  much  they  can  earn  in  the  West. 
When  they  return  from  global  tours, 
they  get  to  carry  back  their  foreign 
earnings  paycheck.  But  they  don't 
get  to  keep  it.  As  one  U.S.  impresario 


explained  to  Forbes:  "That  check  goes 
to  the  Soviet  government.  The  Soviet 
government  tells  the  U.S.  impresario 
how  much  of  the  total  fee  goes  to  the 
performer.  The  Russian  star  might  get 
20%  or  30%  of  the  fee-the  Soviet  gov- 
ernment gets  the  rest." 

Russia's  most  famous  ballet  de- 
fector thus  far,  36-year-old  ex-Kirov 
star  Rudolf  Nureyev,  who  fled  west 
in  1961,  can  earn  $5,000  a  night  for 
guest  performances— six  months'  earn- 
ings in  Russia.  He  doesn't  always  hold 
out   for  that   much,   so  he   could   be 


Dancer 
Baryshnikov 


grossing  anywhere  between   $500,000 

and  $900,000  a  yen 

Should  Baryshnikov  develop  only 
half  the  Nnrcycv  star  magnetism,  he 
could  well  be  a  millionaire  hiinsell 
within  five  years.  Neither  Baryshnikov 

nor  Nureyev  delected  for  the  money; 

they  defected  lor  the  sake  of  art.  The 
money  simply  goes  with   the  territory. 

lint   as  Sophie  Tucker  used   to  say, 

"I've   been    rich    and    I've    been    poor. 

And  rich  is  better." 

Judging    from    the    ticket     lines    al 
read)     forming    outside    the    American 

Ballet  Theatre  lor  Baryshnikov's  firs! 

expatriate      guest      appearances.      Ba- 

ryshnikov,  too,  is  going  to  find  there 
is  a  difference.  ■ 


52 


FORBES.   AUGUST    1,    1974 


Move  Over,  J. P. 

A  number  of  bankers  and  business- 
men shudder  at  the  thought  of  that 
Wisconsin  iconoclast,  Senator  William 
Proxmire,  becoming  chairman  of  the 
Senate  Banking  &  Currency  Commit- 
tee, and  Proxmire  knows  it.  So  guess 
who  suddenly  sounds  like  the  greatest 
champion  of  free  enterprise  since  J. P. 
Morgan?  We'll  give  you  a  hint.  His 
initials  are  W.P. 

On  the  fear  of  capital  shortages: 
"The  name  of  the  game  in  economics," 
Proxmire  told  Forbes  in  a  recent  in- 
terview, "is  that  there  are  always 
shortages.  Scarcity  is  the  way  the 
pricing  mechanism  works.  Everybody 
wants  money  now  because  they  antic- 
ipate inflation.  We  have  to  be  a  little 
patient  and  recognize  that  we  can 
overdo  anything,  including  a  capital 
goods  boom."  So  much  for  worries 
that  Proxmire  favors  some  kind  of 
bureaucratic  capital-rationing. 

On  government  intervention  to 
save,  say,  Pan  American  airlines: 
"We're  not  in  a  depression.  To  turn 
in  the  direction  of  Government  bail- 


ing out  corporations  would  be  a  very 
serious  mistake.  If  they  go  under,  they 
go  under.  That's  the  discipline  that 
makes  the  system  ,work." 

Utilities?  "They  should  be  able  to 
charge  whatever  the  hell  it  takes  to 
run  the  damn  operation." 

Inflation?  "Cut  the  budget.  What- 
ever has  been  legislated  into  the  bud- 
get can  be  unlegislated." 

Proxmire  had  more  words  to  soothe 
worried  bankers.  He  says  he  isn't  con- 
cerned about  bank  trust  departments: 
"1  haven't  seen  much  record  of  con- 
flict of  interest";  or  foreign-exchange 
trading:  "It's  not  on  the  top  of  my 
mind  at  all." 

What  does  worry  him  about  the 
banking  system?  There  ought  to  be 
more  competition.  But  then  he  added 
a  surprising  twist:  "The  idea  of  en- 
abling commercial  banks  to  get  into 
housing  to  a  greater  degree  through 
tax  incentives  has  considerable  merit." 

Then,  speaking  more  like  a  banker 
than  a  politician,  he  got  around  to  his 
current  overriding  concern:  "What 
happens  to  my  bond  portfolio  when 
interest    rates    rise    sharply    and    the 


Senator  Proxmire 


value  of  those  bonds  goes  right 
through  the  floor?  That's  a  problem 
that  really  does  worry  me." 

Is   this   the   new   Proxmire?   Is   the 
conversion  for  real?  ■ 


Economist  Sommers 


Pessimistic  Prophet 

For  years,  few  fellow  economists 
took  seriously  Albert  Sommers'  con- 
tention that  the  traditional  fiscal  and 
monetary  tools  for  fighting  inflation, 
like  tight  money,  would  not  work. 
"We  can  live  with  it,"  was  the  con- 
ventional wisdom.  But  that  was  in  the 
days  of  single-digit  inflation. 

"The  real  roots  of  today's  inflation," 
wrote  Sommers  three  years  ago,  "lie 
not  in  temporary  excesses  of  demand, 
or  in  budget  deficits,  or  in  creation  of 
funds  by  the  Federal  Beserve  or  in  the 
excessive  devotion  of  labor  leaders  to 
their  memberships.  These  are  the  in- 
struments of  inflation,  not  the  causes. 
The  causes  are  traceable  back  four 
decades." 

Sommers  is  chief  economist  for  the 
Conference  Board,  a  prestigious  fact- 
finding institution.  While  most  econo- 
mists were  toying  with  monetary  and 
fiscal  policy,  Sommers  went  deeper. 
Full  employment  and  freedom  from 
depressions  were  commendable  goals, 
he  said,  but  nobody  had  bothered  to 
think  about  the  changes  and  trade- 
offs that  welfare  economics  demanded. 
Instead,  the  governments  simply  pa- 
pered over  the  cracks  with  printing- 
press  money. 

Convinced  that  the  problem  was 
weightier  than  most  of  the  proposed 


solutions,  Sommers  was  not  impressed 
when  inflation  dropped  to  3%  in  the 
U.S.  in  1972  and  almost  everyone  was 
predicting  that  good— and  price-stable 
—times  were  here  again.  He  thought 
inflation  would  explode  in  1973, 
which  it  did. 

What  about  today?  Sommers,  55, 
warns  not  to  expect  much  from  the 
Fed's  tight  money  policy.  "Oh,  we 
might  get  a  little  success,  but  it  will 
be  expensively  purchased.  A  deep 
wounding  of  the  system  would  be 
needed  to  achieve  anything  substan- 
tial against  inflation  with  just  price 
rationing  of  money." 

Solutions?  Sommers  has  sugges- 
tions, but  he  acknowledges  that  many 
are  politically  unfeasible,  at  least  for 
now.  He  would,  for  instance,  like  the 
Federal  Reserve  to  have  more  say 
about  where  available  credit  goes.  He 
wants  more  investment  incentives,  like 
lower  depreciation  schedules.  He  is 
intrigued  by  the  value-added  tax 
("Regressive?  That's  the  point!").  And 
he  thinks  that  a  public  works  program 
is  a  cheaper  way  of  insuring  full  em- 
ployment than  "massively  inflating  the 
economy." 

Will  the  Government  take  the  po- 
litically unpopular  steps? 

Sommers  sighs  and  repeats  the  old 
saw,  "People  get  the  government  they 
deserve."  ■ 
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How  far 
does  $2.45  go 

when  you 

dial  direct  on 

weekdays ? 


New  York  to  San  Francisco. 
Seattle  to  Boston. 
Cleveland  to  Los  Angeles. 
Pittsburgh  to  San  Diego. 

Any  weekday,  for  $1.45  plus  tax  (less  for  shorter  distances),  you  can 
dial  your  own  three-minute  out-of-state  call  to  anywhere  in  the  U.S., 
except  Alaska  and  Hawaii.  The  rate  is  good  from  8  a.m.  to  5  p.m., 
Monday  through  Friday.  Rates  are  even  lower  after  5  p.m.,  and  all 
weekend  long.  We're  talking  about  direct-dial  station-to-station  calls 

completed  from  a  home  or  office  phone  without  operator  assistance.  ,         ru****™  ;c  *ho  nov 

ai  it      i        i     -ii  r         ,i  ii  Lonci  Lvistance  is  iriti  iit-x 

Also  calls  placed  with  an  operator  from  those  same  phones  where  best  thina  to  beina  there 

direct-dialing  facilities  are  not  available.  Dial-direct  rates  do  not  apply 
to  person-to-person,  coin,  hotel-guest,  credit-card,  or  collect  calls,  or  to 
calls  charged  to  another  number,  because  an  operator  must  assist  on 
such  calls.  So  Monday,  or  Tuesday,  or  any  day,  dial  it  yourself  and  save. 


The  Funds 


The  Mechanics  Of  Despair 


"Performance"— a  magic  word  with 
portfolio  managers  only  a  few  years 
ago— now  has  all  the  appeal  of  a  con- 
tagious disease.  Growth  and  glamour 
stocks  wither  and  droop.  "Beating  the 
averages"  sounds  like  the  punch  line 
from  a  sick  joke. 

At  first  glance,  the  idea  of  joining 
the  averages  is  very  attractive  under 
the  circumstances.  By  buying  all  500 
of  the  Standard  &  Poor's  composite 
index  stocks,  you  can't  lose.  Over  the 
long  run,  that  is:  Statistics  show  that 
over  time  you  get  an  average  of  9% 
a  year  by  choosing  this  kind  of  buy- 
the-averages  approach  to  the  stock 
market.  A  few  years  ago  this  concept 
would  have  been  laughed  out  of 
town.  But  15  months  ago  Boston's 
Batterymarch  Financial  Management 
Corp.  announced  an  index-based  man- 
agement service  charge  called  Pro- 
gram Selected  Portfolios,  and  the  an- 
nouncement got  a  lot  of  publicity. 
However,  PSP  has  not  signed  a  single 
account.  The  $100-million  minimum 
participation  is  admittedly  a  hurdle. 

Last  September  the  Wells  Fargo 
Bank  of  San  Francisco  started  a  simi- 


lar index  fund  for  employee  benefit 
trusts.  This  one  did  a  bit  better.  It 
has  attracted  over  $20  million,  in  $1- 
million-minimum  units.  In  February 
American  Express  Asset  Management 
Co.  filed  for  registration  of  its  Index 
Fund  of  America,  also  aimed  at  pen- 
sion-fund money  and  also  to  be  sold 
in  $l-million  units.  Registration  is  still 
not  effective,  and  American  Express 
refuses  to  talk  about  the  fund. 

Why  have  these  buy-the-averages 
funds  done  so  poorly?  Professor  Irwin 
Friend  of  the  Wharton  School,  who 
co-authored  the  Twentieth  Century 
Fund  study  showing  that  the  ma- 
jority of  portfolio  managers  never  beat 
the  averages,  isn't  at  all  surprised. 
"There's  no  argument  about  whether 
you  can  match  the  index  with  this 
kind  of  fund,"  says  Friend.  "The  only 
question  is,  why  should  you  want  to? 
With  the  kind  of  money  these  funds 
are  talking  about,  you  could  do  as 
well  by  picking  50  stocks  at  random 
from  market- weighted  groups.  Or  you 
could  buy  other  instruments  with  the 
same  yield,  no  greater  risk  and  no 
management  fee." 


Other  critics  of  the  buy-the-aver- 
ages concept  argue  that  while  it  is 
admittedly  tough  to  beat  the  aver- 
ages, that  is  no  reason  for  not  trying. 

"The  basic  objective  of  equity  in- 
vesting is  to  offset  inflation,"  says 
Vice  President  William  Thompson  of 
T.  Rowe  Price,  whose  funds  have 
consistently  outperformed  the  aver- 
ages. "To  outdistance  inflation  we 
have  had  to  respond  to  changes  in 
political,  social  and  economic  areas 
by  shifting  our  portfolio.  Indexes 
don't  change  much  over  time.  An- 
other thing:  The  index  is  heavily  in- 
fluenced by  companies  in  basic  indus- 
try. Is  that  where  you  look  for  most 
productive  investments  in  recent 
years?  We  don't  think  so." 

The  lukewarm  reception  of  index- 
based  money  management  probably 
tells  more  about  psychology  than 
about  money  management.  Who  wants 
to  pay  someone  to  decide  not  to  make 
a  decision?  Who  wants  to  admit  he 
is  less  astute  than  a  statistical  aver- 
age? To  be  beaten  by  the  index  is 
human;  to  better  it,  divine.  Merely  to 
equal  it  by  submitting  to  the  me- 
chanics of  despair  seems  to  be  an  idea 
whose  time  only  comes  in  the  realms 
of  theory. 


Marketing  The  Market 


Spectacular  is  not  the  first  word 
that  leaps  to  mind  in  describing  the 
Oppenheimer  Fund's  recent  record. 
For  two  years  Forres  has  given  the 
fund  a  D  in  down  markets,  and  down 
is  where  the  market  has  been.  The  A 
rating  Oppenheimer  earned  in  up  mar- 
kets seems  as  nostalgic  as  the  25-cent 
gallon  of  gasoline.  Fund  President 
Leon  Levy  is  blunt  about  it:  "Our 
performance  has  been  mediocre." 

All  the  more  surprising,  then,  that 
while  net  redemptions  siphoned  $1.3 
billion  from 'the  mutual  fund  industry 
last  year,  the  $448-million  Oppen- 
heimer Fund's  sales  topped  its  re- 
demptions by  several  million  dollars. 
The  fund  apparently  must  be  doing 
something  right. 

The  something  is  called  marketing. 
"A  mutual  fund  is  a  consumer  prod- 
uct," says  Donald  W.  Spiro,  president 
of  Oppenheirher  Management  Corp. 
That  statement  doesn't  sound  radical, 
but  it  would  make  many  fund  man- 
agers wince. 

They  are  not  alone.  The  Securi- 
ties &  Exchange  Commission  has 
sided  with  those  who  look  down  their 


noses  at  advertising  as  "huckstering." 
It  has  imposed  tight  restrictions  both 
on  what  may  be  said  in  fund  promo- 
tion and  on  the  type  of  illustrations 
that  can  be  used.  No  rainbows,  no 
pots  of  gold,  nothing,  in  fact,  that 
suggests  money— which  is  what  funds 
are  all  about.  If  the  sell  were  any 
softer,  you  could  stuff  pillows  with  it. 

Compared  with  the  dollars  poured 
into  promoting  cigarettes,  detergents 
and  beer,  Oppenheimer's  budget  is 
very  modest.  By  industry  standards, 
it  is  lavish.  "Because  the  industry  has 
been  marginally  profitable,"  says 
Levy,  "it  has  spent  only  a  few  million 
on  advertising.  Banks  and  insurance 
companies  have  budgets  in  the  hun- 
dreds of  millions.  That's  one  reason 
the  industry  is  in  a  bind." 

Oppenheimer  Management  has  a 
simple  solution  to  the  profit  problem: 
It  charges  more  to  run  its  funds.  In- 
stead of  the  usual  50  cents  per  $100 
of  assets,  Oppenheimer  gets  75  cents. 
It  also  has  been  getting  a  bonus  of 
as  much  as  40  cents  per  $100  for  any 
three  years  in  which  the  fund's  per- 
formance is  18  percentage  points  bet- 
ter than  Standard  &  Poor's  500  index. 
That's  $2.1  million  right  there.  In  ad- 
dition,   Oppenheimer    &    Co.,    which 


owns  Oppenheimer  Management,  has 
been  pulling  in  another  $3.3  million 
in  brokerage  and  advisory  fees  on 
fund  transactions. 

So  Oppenheimer  has  the  where- 
withal to  sell  even  in  bad  times.  It 
backs  its  fund  advertising  with  a  17- 
minute  promotional  film.  Shareholders 
receive  a  newsletter  called  Money 
Maxims,  which  offers  advice  on 
checkbook  balancing,  fire  prevention, 
taxes  and  other  common  household 
and  financial  matters.  "We  try  to 
show  we  care,"  says  Don  Spiro. 

Good  promotion  is  not  all  that  Op- 
penheimer has  going  for  it.  The  fund 
gets  about  30%  of  its  money  these 
days  from  contractual  plans  sold  years 
ago.  Such  plans  involve  a  contract 
whereby  an  investor  agrees  to  make 
regular  payments  into  a  fund  over  a 
period  of  time.  This  cushion  helps 
make  the  difference  between  the  Op- 
penheimer Fund's  redemptions  and 
sales.  To  keep  the  cushion  in  place, 
Oppenheimer  pays  broker-dealers  a 
bonus  for  every  year  the  contractual 
money  stays  in  the  fund. 

Remember  the  old  slogan  they 
used  to  throw  against  the  New  Deal? 
Spend  and  elect.  Oppenheimer  has 
changed  it  to  Spend  and  collect.  ■ 
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"Through  sheer  ability  (spelled  i-n-h-e-r-i-t-a-n-c-e) 
I  have  become  Editor-in-Chief  of  Forbes  magazine 
and  President  of  Forbes  Inc...."  the  style  is  unmis- 
takeable  even  in  the  first  two  lines  of  the  book. 

Here  then,  compiled  by  M.  S.  Forbes,  Jr.,  is  a  gen- 
erous selection  from  25  years  of  his  father's  Fact  and 
Comment— the  largest  assembly  of  outspoken  opinion 
and  unasked-for  advice  ever  bound  into  one  book. 

The  familiar  Forbes  formula  of  common  sense  pur- 
sued via  outrage  and  aphorism  is  ever  present.  Poli- 
tics, investments,  consumerism,  energy,  ecology,  peo- 
ple, transportation  are  not  spared.  Solutions  abound. 

Encounters  with,  and  opinions  of  the  prominent— 
Willard  Rockwell,  William  Buckley,  David  Packard, 
Warren  Burger,  Edgar  Bronfman,  David  Lawrence- 
have  their  rightful  place.  B.  C.  Forbes,  the  founder, 
inspires  and  admonishes. 

In  a  few  typically  pithy  paragraphs,  investment 
counsel  is  encapsulated  in  nine  points  for  success 
with  a  tailpiece  of  fourteen  errors  leading  to  losses. 


It  took 
Malcolm  Forbes 

25  years 
to  write 

this  book... 


Any  senior  executive  will  relish  Advice  from  the  Top 
—a  chapter  covering  how  to  deal  with  correspondence 
overload,  the  usefulness  or  uselessness  of  boards  of 
directors,  the  clean  desk  fetish,  the  necessity  of  glam- 
or in  annual  reports,  the  waste  basket  as  a  manage- 
ment tool. 

Fellow  masochists  will  gloat  over  Prophecies  Un- 
fulfilled, a  juicy  and  judicious  culling  in  which  Mal- 
colm Forbes  stuck  his  neck  out  and  ended  up  with  a 
severed  head,  e.g.  the  advice  to  Richard  Nixon  in  1961 
"....if  you  don't  become  Governor  of  California, 
you're  dead." 

Fact  and  Comment  represents  the  thoughts  and 
concerns  of  a  leading  businessman  and  American  who 
is  not  dismayed  by  the  problems  of  the  twentieth  cen- 
tury. If  you  like  the  magazine,  you'll  love  the  book. 
Please  order  from  your  bookseller  or  send  direct  to 
Forbes  by  filling  in  the  coupon.  Send  it  to  friends  and 
associates— it  should  be  one  of  the  hottest  business 
gifts  of  the  year. 


Just  published  by 
ALFRED  -A-  KNOPF  Jr< 


Forbes  Inc.,  Dept.  FC,  60  Fifth  Avenue,  N.Y.,  N.Y.  10011 

Please  send  me copies  of  Malcolm  Forbes'  Fact  and  Comment 

at  the  address  below.  My  payment  of  $ covering  the 

above  copies  at  $7.95  a  copy  is  enclosed.  (No  charge  for  shipping 
and  handling.) 


~l 


Name. 


(please  print) 


Address. 


City. 


.State. 


.Zip. 


N.Y.  State  residents,  please  add  applicable  local  taxes,  as  required  by  law. 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building9  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Stock  Comments 


Midsummer  Concerns 


By  Heinz  H.  Biel 


The  Dow  Jones  industrial  stock  av- 
erage, which  had  held  stubbornly 
above  last  December's  low,  finally 
gave  way  last  month  and  joined  all 
other  stock  averages  in  falling  to  a 
new  bear-market  low.  This  in  itself  is 
no  earthshaking  event  and  it  has  no 
great  significance,  except  that  it  re- 
affirms the  fact  that  we  have  been 
and  still  are  in  a  bear  market. 

This  new  low  could  be  the  final 
bottom,  but  more  probably  it  is  not. 
Don't  be  misled  by  sudden  sharp  ral- 
lies. A  strong  bounce  usually  follows 
a  steep  fall— and  that  goes  for  individ- 
ual stocks  as  well  as  for  the  entire 
market— but  this  does  not  change  the 
basic  trend.  The  bottom  may  be  near, 
but  I  doubt  that  it  is  here. 

When  one  looks  at  second-quarter 
earnings  reports  now  coming  out  in 
profusion,  one  wonders  why  stocks 
are  so  unresponsive  to  good  news.  But 
this  is  typical  of  bear  markets.  Fur- 
thermore, many  of  these  record  prof- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin.  Watson  Inc. 


its  are  inflated  by  inventory  gains, 
which  by  their  very  nature  are  non- 
recurring. Some  of  the  more  spectac- 
ular gains  in  the  second  quarter  re- 
flect the  end  of  price  controls.  While 
it  is  likely  that  the  third  quarter  will 
also  be  good  for  most  companies,  the 
rate  of  increases  is  likely  to  drop 
sharply  from  here  on. 

It  is  also  characteristic  of  bear 
markets  that  the  stock  of  any  com- 
pany which  reports  disappointing  re- 
sults is  receiving  swift  and  severe 
punishment.  Damon  Corp.  and  Po- 
laroid, not  to  mention  Westinghouse 
Electric,  are  typical  examples. 

At  this  stage  it  seems  rather  point- 
less to  make  longer-range  earnings 
projections,  and  even  1975  is  "long 
range."  Some  segments  of  our  econo- 
my already  are  in  a  state  of  recession 
while  others  are  still  booming— for  in- 
stance, the  steel  industry.  But  this  is 
the  way  it  usually  is  in  the  normal 
business  cycle.  As  far  as  I  can  see, 
we  are  now  in  a  recession,  regardless 
of  what  Herb   Stein   and   other  Ad- 


ministration officials  choose  to  call  it. 

The  question  now  is  whether  this 
recession,  like  all  other  recessions  since 
World  War  II,  can  be  contained  be- 
fore it  snowballs  into  a  depression. 
The  present  situation,  unfortunately, 
differs  materially,  because  this  time  it 
would  be  exceedingly  dangerous  to 
make  use  of  the  antirecession  stimu- 
lants which  had  been  quite  effective 
in  the  past,  namely,  deficit  spending 
and  easy  money.  With  inflation  still 
getting  worse  instead  of  better,  eco- 
nomic policies  which  are  inherently 
inflationary  are,  or  should  be,  taboo. 

Another  reason  why  the  future  is  so 
cloudy  is  that  the  entire  world  is  in 
the  same  fix.  The  resentment  of  the 
people  against  two-digit  inflation— 
anything  less  than  that  is  a  rare  ex- 
ception—has become  so  universal  that 
one  may  wonder  whether  everyone 
might  not  prefer  a  brief  deflation- 
ary depression  to  suffering  lingering 
death  by  inflation,  which  impover- 
ishes everyone. 

Stock  vs.  Bonds 

Individual  investors  are  not  the  only 
ones  who  have  taken  a  bath  in  the 
stock  market  and  become  utterly  dis- 
enchanted with  stocks.  Pension  and 
trust  funds,  educational  institutions, 
labor  unions,  churches,  etc.,  share  the 
individual's  sad  and  costly  experience. 
A  little  over  a  year  ago  (Forbes, 
June  15,  1973),  I  commented  in  this 
column  on  the  difficult  problem  that 
banks  have  in  investing  untold  billions 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDihc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Address 

City                                          State 
Zip  Cnrip 

• 

• 

JohnMQ, 
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1460  Park  Ave.,  NYC.  10022  Dept.  C     ■ 
Phone:  (212)  679-2700 
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FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.C.S.  Schoenwald 

122  East  42nd  St..  NY.  10017 

(212)  MO  1-3595 


of  dollars  in  equities,  and  how  their 
predilection  for  stocks  with  "visible 
and  predictable  growth"  had  pushed 
their  price  to  absurd  levels.  I  recall 
a  statement  made  in  early  1973  by  a 
senior  officer  of  one  of  our  largest  cor- 
porations that  the  board  of  directors 
had  vetoed  the  further  purchase  of 
glamour  stocks  for  their  pension  fund. 
How  right  they  were! 

Morgan  Guaranty  Trust,  which 
manages  more  money  than  anyone 
else,  had  a  particular  preference  for 
this  type  of  stock.  Here  is  what  hap- 
pened to  its  favorites  since  the  end 
of  1972:  The  average  price  of  its  15 
largest  stock  positions,  which  ac- 
counted for  over  40%  of  the  total  stock 
portfolio  at  that  time,  declined  38%. 
Results  for  the  seven  largest  holdings 
were  worse.  Taking  recent  prices, 
which  are  not  the  1974  lows,  IBM  is 
down  32.4%;  Eastman  Kodak  36.6%; 
Axon  Products  74.4%;  Sears,  Roebuck 
32.5%;  Xerox  26.8%;  Walt  Disney 
66.9%;  and  Polaroid  77%.  The  un- 
weighted average  for  the  six  stocks  is 
a  decline  of  46%.  Only  one  of  the 
favorite  15  advanced,  Schlumberger, 
by  7.9%,  while  American  Home  Prod- 
ucts remained  just  about  unchanged. 

These  data  are  cited  not  to  cast 
aspersions  on  the  bank's  investment 
policies,  which  were  virtually  imposed 
on  it  by  the  sheer  magnitude  of  the 
money  involved,  but  to  show  why 
common  stocks  have  lost  much  of  their 
luster  for  main  investors,  big  and 
small.  Another  factor  to  keep  in  mind 
is  that  almost  all  the  so-called  institu- 
tional stocks  have  been  paying  only 
minuscule  dividends.  Even  at  present 
prices  the  yields  on  stocks  like  Disney 
and  Polaroid  are  negligible. 

While  bond  investors,  too,  have  not 
been  sleeping  on  a  bed  of  roses  for 
some  time— for  example,  the  American 
Telephone  &  Telegraph  7/'AV  deben- 
tures of  2003  are  down  20%  from  the 
offering  price  two  years  ago— the  losses 
were  not  as  severe  and  they  were 
cushioned  by  a  fairly  good  income. 
At  present  AAA  bonds  yield  about 
9%%;  a  very  good  quality  (AA)  bond, 
Quebec  Hydro-Electric,  with  an  ap- 
pealing ten-year  put,  was  recently  of- 
fered on  a  10.7%  basis;  and  long- 
term  A  bonds  and  even  ten-year  notes 
(ITT)  are  now  paying  11%  and  more. 
Nontax-paying  investors,  like  pension 
funds,  cannot  help  but  find  such  in- 
vestments an  attractive  alternative  to 
common  stocks,  which,  like  bonds, 
failed  as  an  inflation  hedge. 

Individual  investors,  in  my  opinion, 
should  give  preference  to  relatively 
short  maturities,  say,  five  to  ten  years. 
Such  bonds  or  notes  will  probably 
proliferate  in  the  weeks  ahead,  as 
hard-pressed  utilities  are  finding  it  in- 
creasingly  difficult    to   sell   long-term 


bonds.  For  investors  in  high  tax  brack- 
ets the  tax-exempt  sector  otters  ex- 
ceptional values,  medium  term  as  well 
as  very  short  term.  For  example.  New 
York  City  revenue  anticipation  notes, 
maturing  in  only  534  months,  are 
presently  available  (in  amounts  of  not 
less  than  $25,000)  on  about  a  7.85 
yield  basis,  or  roughly  the  same  as 
one  can  get  on  Treasury  bills,  which 
are  subject  to  federal  income  taxes. 
As  a  matter  of  principle,  investors 
should  not  compromise  on  quality; 
A  is  the  lowest  acceptable  rating. 
Speculators  with  a  high  degree  of  so- 
phistication can  find  unusual  values 
in  lower  rated  bonds  where  yields  of 
up  to  20?  are  not  uncommon. 

Gold 

It  looks  as  if  by  the  end  of  this 
year  Americans  will  be  permitted  to 
buy  and  own  gold.  Everyone  wonders 
what  we  will  do  with  this  newly 
gained  freedom  after  a  lag  of  over  40 
years.  Will  we  behave  like  the  French 
and  put  some  gold  bars  or  gold  coins 
into  our  mattresses,  or  will  we  act 
like  the  Japanese,  who  more  or  less 
ignored  the  whole  thing? 

I  don't  know,  but  I  believe  that 
quite  a  number  of  people  who  are 
thoroughly  frightened  by  inflation 
will  want  to  have  physical  possession 
of  the  yellow  stuff,  and  there  could 
well  be  an  uprush  in  the  price  of 
gold  unless  the  Federal  Reserve  and/ 
or  the  International  Monetary  Fund 
decide  to  make  adequate  amounts  of 
gold  available.  This  urge  to  own  gold 
may  be  temporary,  however,  because 
it  isn't  cheap  to  do  SO.  You  lose 
income. 

A  $20  gold  piece  is  the  equivalent 
of  about  an  ounce  of  gold.  Yet  it  sells 
more  than  $100  above  the  present 
gold  price  of  about  $145  an  ounce. 
That  premium  won't  make  sense  in 
the  future,  particularly  as  there  also 
is  a  rather  wide  spread  between  the 
bid    price    and    asked    price    lor    coins. 

New  York  City  residents  have  to  pay 
an  S',  sales  tax  on  top  of  it.  Its  a 
different  story  for  numismatic  coins, 

which     are     \  allied     because    ol     their 

raritj  oi  beauty,  Eventually,  I  believe, 

Americans    who    believe    in    gold    will 

satisfy    their  desires  by   trading  gold 

futures   on   one   ol    the  commodity    e\ 

changes,  just  as  they  are  doing  now  in 
sib  er  and  other  commodities. 

Gold  stocks  will  probably  move 
with  the  price  ol  gold,  and  it  gold 
should  use  steeply,  cither  in  antici- 
pation or  as  ,i  result  oi  American  buy] 

ing,    gold    stocks    are    likely    to   do    the 

same.    Alter    a    while,    however.    lhc\ 

will  probably    settle  down.   Personal 

lv,  I'd  much  rather  trade  in  gold  flfl 
tures  than  own  South  Aim  an  gok| 
mining  shares     ■ 
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Technician's  Perspective 

The  Numbers  Derby 


Last  month,  after  the  Dow  broke  its 
December  low  (783),  the  numbers 
derby  among  stock  market  analysts 
trying  to  predict  the  bear  market's 
final  low  picked  up  fresh  steam.  Most 
of  the  radical  bears  continued  to  pro- 
ject a  final-phase  drop  to  the  range  of 
the  Dow's  1962  and  1970  lows  (re- 
spectively, 524.55  and  627.46,  intra- 
day).  In  the  deepening  gloom,  this 
view  probably  gained  a  new  measure 
of  plausibility  at  the  expense  of  more 
moderate  opinions. 

Among  the  relatively  conservative 
bears,  technical  analysts  noted  that 
the  Dow  had  lost  about  220  points  in 
each  of  last  year's  downswings  (Jan- 
uary-August and  October-December), 
and  that  it  could  make  sense  to  ex- 
pect a  similar  drop  from  the  March 
1974  recovery  high  to  a  presumably 
final  bear-market  low  in  the  680s. 
Anyway,  that  is  where  one  might  ex- 
pect "support"  from  a  slowly  rising 
uptrend  line  that  can  be  projected  on 
the  chart  across  the  Dow's  1962  and 
1970  lows. 

Still  others  thought  it  was  no  less 
sensible  to  expect  a  final  low  near  the 
730-750  range,  where  the  Dow  re- 
peatedly has  run  into  resistance  ever 
since  1961,  most  recently  right  after 
last  month's  downside  breakout.  In  the 
pall  of  despond  overhanging  the  stock 
market,  this  was  a  decidedly  "con- 
trary opinion"  attitude;  you  might 
even  call  it  downright  bullish,  because 
it  could  imply  that  the  bear-market 
low  was  registered  early  last  month. 
But  it  had  at  least  three  technical 
factors  going  for  it.  One  is  the  widely 
acknowledged  fact,  which  no  longer 
should  need  documentation,  that  the 
market  at  that  time  was  severely  over- 
sold, both  long  term  and  short  term. 
The  other,  also  glaringly  obvious,  is 
that  a  record  volume  of  surplus  po- 
tential buying  power  has  been  sitting 
on  the  sidelines,  waiting  for  this  latest 
bear  market  to  end.  Together  these 
factors  are  the  makings  of  the  kind 
of  buying  stampede  that  was  a  prime 
mover  in  ending  and  reversing  past 
bear  markets. 

And  thirdly,  there  is  the  perhaps 
easily  overlooked  fact  that  the  Dow 
has  established  an   impressive  record 

Mr  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 


By  John  W.  Schulz 

of  refusing  to  collapse  into  a  deep 
tailspin  after  breaking  down  late  in  a 
bear  market,  through  the  bottom  of  a 
lengthy  trading  range  (as  it  did  in 
early  July ) .  This  record  includes  the 
bear-market  lows  of  1962,  1957, 
1953,  1949  and  1921.  Presumably, 
these  "false"  downside  breakouts  were 
cut  relatively  short  when  the  great 
latent  technical  strength  implied  by 
an  oversold  condition,  built  up  over 
many  months  of  liquidation,  began  to 
be  mobilized  by  long-term  bargain 
hunters  who  had  been  waiting  for  that 
final  downswing  and  wanted  to  beat 
other  bottom-pickers  to  the  draw. 

I'm  inclined  to  cast  my  vote  for  this 
comparatively  cheerful— albeit  unfash- 
ionable—view, even  though  the  DJI 
numbers  derby  may  be  trickier  than 
ever.  The  problem  is  that  among  the 
Dow's  30  components,  there  are  four 
which  are  relatively  high-priced  and 
sell  at  relatively  high  price /earnings 
ratios— du  Pont,  Eastman  Kodak,  Proc- 
ter &  Gamble  and  Sears,  Roebuck. 
Around  mid-July,  with  the  Dow  near 
785,  the  total  per-share  value  of  these 
four  was  about  $430,  equal  to  269 
Dow  points,  or  34%  of  the  total  av- 
erage, while  the  other  26  components 
together  were  worth  a  total  of  516 
points  in  the  Dow. 

At  the  same  time,  the  "Big  Four" 
currently  have  combined  per-share 
earnings  estimated  around  $25,  which 
works  out  to  about  $15.50,  or  not 
quite  17%,  of  the  Dow's  total  current 
per-share  earnings  of  almost  $90.  Put 
another  way,  the  Big  Four's  average 
earnings  multiple  was  over  17,  against 
an  average  of  just  under  7  for  the 
other  26  DJI  components  (which,  in 
turn,  compared  with  a  median  multi- 
ple of  6  for  all  New  York  Stock  Ex- 
change common  stocks  in  mid-July). 

This  means  two  things:  On  the  one 
hand,  excluding  the  Big  Four,  the 
Dow's  earnings  multiple  last  month 
was  probably  at  an  alltime  low.  On 
the  other  hand,  the  Big  Four's  above- 
average  multiples  could  be  above-av- 
erage vulnerable  to  shrinkage;  and, 
because  they  account  for  more  than 
one-third  of  the  Dow's  total  value, 
any  significant  price  decline  for  them 
could  take  a  disproportionately  big 
bite  out  of  the  Dow.  For  example, 
if  each  of  them  dropped  ten  points  at 


the  same  time  while  the  other  26 
stocks  registered  no  net  change,  the 
Dow  would  lose  25  points.  That's  why 
picking  a  final  DJI  bear-market  low 
successfully  could  this  time  be  more  a 
matter  of  luck  than  of  careful  analysis. 

Under  the  circumstances,  it  could 
be  more  helpful  to  focus  on  the  rec- 
ord-low average  multiple  of  the  oth- 
er 26  Dow  stocks  and  the  even  low- 
er median  multiple  of  the  Big  Board 
common  stock  roster.  By  now,  I'm 
sure,  every  investor  knows  of  thor- 
oughly convincing  explanations  why 
the  market  has  been  refusing  to  place 
more  conventionally  generous  valua- 
tions on  this  year's  extraordinarily 
strong  reported  corporate  earnings: 
grotesquely  high  interest  rates,  infla- 
tion-bloated "phantom"  inventory  prof- 
its, inadequate  depreciation  charges, 
prospects  of  recession  or  even  depres- 
sion and  financial  collapse. 

Realistic  or  not— you  can  find  views 
pro  as  well  as  con— it  is  plain  that  the 
stock  market's  behavior  itself  has  lent 
added  persuasiveness  to  these  prob- 
lems and  threats,  so  much  so  that  they 
now  seem  to  make  perfect  sense  and 
that  anyone  questioning  them  risks 
being  damned  for  a  blind  fool  and/ or 
an  irresponsible  Pollyanna.  The  net 
effect  is  a  climate  of  intimidation,  in 
which  it  becomes  excruciatingly  dif- 
ficult to  believe  that  things  may  not 
be,  or  prove  to  be,  as  horrible  as  the 
market  seems  to  say  they  are  and  will 
be.  In  this  sort  of  atmosphere,  even 
the  lowest  earnings  multiples  in  living 
memory  seem  completely  justified,  and 
the  possibility  of  yet  lower  valuations 
looks  entirely  plausible. 

Do  You  Remember? 

Readers  with  hardy  memories  may 
realize  that  this  is  a  pretty  faithful 
mirror-image  of  how  investors  are  de- 
luded by  a  long  bull  market  into  the 
firm  belief  that  exotically  high  P/E 
ratios  make  total  sense:  Growth  will 
continue  forever,  any  slowdown  will 
be  temporary,  so  you  can  buy  stocks 
at  rising  prices  because  after  every 
reaction  they'll  go  higher  still.  To- 
day's watchword— sell  at  any  price 
because  the  rallies  are  only  tem- 
porary—probably won't  pay  off  any 
better  in  the  long  run. 

As  I  see  it,  last  month's  average 
multiples  discounted  just  about  every 
conceivable  disaster  except  perhaps  to- 
tal financial  collapse.  But  I'm  willing 
to  take  Federal  Reserve  Board  Chair- 
man Arthur  Burns'  "guarantee" 
against  this  risk:  On  July  15,  accord- 
ing to  The  Wall  Street  Journal,  Burns 
told  Congress  that  the  Federal  Re- 
serve stands  ready  to  bail  out  any 
banks  or  other  major  concerns  that 
might  face  serious  liquidity  problems 
—a  sweeping  promise  indeed.   ■ 
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Stock  Trends 


Don't  Give  Up  Hope 


By  Myron  Simons 


Capitalism  has  been  fueled  by  equity 
investment  for  most  of  its  long,  pros- 
perous life.  To  be  a  capitalist,  you  had 
to  scrape  together  some  money  and 
invest  it  either  in  your  own  or  in 
somebody  else's  business.  Sure,  from 
time  to  time  you  could  borrow  mon- 
ey, but  if  it  was  going  to  be  a  short- 
term  loan,  you  made  very  sure  that 
you  could  pay  it  back  in  a  hurry  if 
you  had  to.  Over  the  years  it  was 
the  plowing  back  of  earnings  and 
the  large  percentage  of  our  popula- 
tion that  invested  in  common  stocks 
which  made  the  U.S.  the  world's 
greatest  showplace  of  capitalism. 

However,  this  is  no  time  for  patting 
ourselves  on  the  back.  Right  now,  the 
engine  of  capitalism  seems  to  be  run- 
ning in  reverse.  The  equity  markets 
are  no  help  at  all  to  those  who  want 
to  raise  new  capital  by  issuing  com- 
mon stock,  and  even  the  bond  mar- 
ket is  a  closed  door  for  any  but  the 
very  largest  companies.  All  that's  left 
is  the  banks.  The  result  is  that  we 
are  switching  from  a  system  based  on 
equity  to  one  that  will  be  super- 
heavy in  short-term  debt.  The  out- 
standing example  of  this  process  is 
the  way  in  which  the  Arab  countries 
are  selling  us  their  oil  and  lending 
us  back  the  money  to  pay  for  it.  Let's 
make  no  mistake!  From  now  on  the 
industrialized  economies  have  to  bor- 
row heavily  and  make  the  most  of  it. 

Reaching  for  Cover 

The  anticipation  of  this  economic 
upheaval  has  given  most  of  the  stock 
markets  of  the  world  the  cold  shiv- 
ers. Ours,  in  particular,  is  selling  at  a 
price/ earnings  multiple  that  matches 
the  modern-times  low  of  1947-49.  It 
has  a  good  reason  for  being  in  the 
bomb  shelters.  In  addition  to  the  sub- 
stitution of  debt  for  equity,  it  has 
to  cope  with  a  government  that  in- 
sists on  putting  its  hands  into  the  eco- 
nomic machinery,  even  though  almost 
everything  it  does  shows  that  it  really 
hasn't  the  vaguest  idea  of  what  makes 
the  wheels  turn.  Right  now,  for  in- 
stance, it  has  handed  us  a  first-class 
liquidity  crisis  that  for  the  first  time 
since  the  Great  Depression  threatens 
the  banks  themselves. 


Mr.  Simons,  ■  guest  columnist,  is  director  of  research 
at  the  securities  firm  of  Weeden  &  Co. 


The  Federal  Reserve,  whose  main 
job  is  to  be  the  good  shepherd  of  the 
banking  system,  has  set  out  to  be 
the  main  bulwark  against  inflation.  It 
has  managed  to  get  part  of  the  job 
done:  Consumer  spending  has  slowed 
a  bit,  inventory  speculation  has  just 
about  stopped,  and  the  housing  in- 
dustry has  been  brought  to  its  knees. 
Rut  in  most  credit  crunches  some- 
thing backfires,  and  this  time  is  no 
exception.  The  demand  for  bank 
loans,  which  was  supposed  to  have 
been  put  into  the  freezer  by  the  su- 
perhigh prime  rate,  became  white  hot 
instead.  The  result  has  been  to  stretch 
the  banking  system  like  a  rubber  band 
that  threatens  to  snap  back  at  us. 

That  brings  us  to  the  stock  market, 
which  is  making  a  topsy-turvy  judg- 
ment about  inflation.  The  verdict  is 
that  equity  is  somehow  worth  less 
than  dollars,  instead  of  the  other  way 
around.  What  we've  been  seeing  is  a 
flight  from  stocks,  no  matter  what 
their  earnings.  For  most  medium- 
sized  companies,  it  would  be  better 
to  be  private  than  public.  The  insti- 
tutional investor  isn't  likely  to  buy 
anything  but  the  big  companies,  and 
the  public  investor  is  completely  dis- 
gusted with  the  market. 

It's  no  wonder  that  onetime  stock 
buyers  shy  away  from  new  commit- 
ments. They  have  a  good  triple-play 
reason  to  be  alienated: 

1)  The  Government  keeps  interfer- 
ing. Each  time  it  does,  it's  with  the 
absolute  certainty  that  its  way  is  so 
right  and  so  moral  that  it  doesn't  care 
what  it  hurts  to  accomplish  its  pur- 
pose. The  trouble  is  that  for  years  its 
forecasts  have  been  almost  100%  off 
course,  and  its  planning  has  been  se- 
cretive and  inept.  If  businesses  were 
run  this  badly,  we'd  soon  fire  those 
responsible,  but  with  the  Govern- 
ment, the  mistakes  just  get  buried. 

2)  Companies  haven't  yet  learned 
to  keep  their  stockholders  informed 
in  advance  about  potential  trouble 
spots  and  what  management  expects 
to  do  to  cope  with  them.  Finding 
out  about  the  problems  from  the  press 
instead  of  from  management  has  cost 
stockholders  almost  enough  to  pay  oil 
the  national  debt. 

3)  Nothing  in  the  experience  ol 
most  businessmen  explains  the  seem 
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igly  insane  prices  at  which  stocks 
;11,  which  seem  to  have  little  relation 
i  their  real  value.  The  proper  people 
i  explain  this  are  security  analysts, 
id  we've  done  a  pretty  poor  job. 

In  such  a  gloomy  atmosphere,  the 
ost  sensible  thing  might  seem  to  be 

put  your  money  into  Treasury  bills, 
•  to  hide  it  under  the  mattress.  But 
lere  are  two  reasons  to  be  a  little 
ore  courageous.  The  first  is  that  our 
:onomic  machine  is  so  powerful  that 

can  take  a  lot  of  punishment  and 
ill  survive.  The  second  is  that  when 
e  situation  gets  ridiculously  bad,  a 
imber  of  our  better  brains  begin  to 
cus  on  it,  and  that  generally  means 
at  a  new  approach  will  be  made. 

looks  as  though  the  Administration 
i  finally  about  to  try  to  control  gov- 
;nment  spending,  and  that  might  re- 
ive  the   need   for   credit   crunches, 

ice  controls  and  the  other  nasty  lit- 
j  items  that  have  been  cooked  up 

the  last  few  years.  We  may  be  able 
invest   once   again   without   won- 

ring  what  mess  the  Government  is 

ing  to  put  us  into  next.  Just  give 
a  sensible  economic  policy,  and 
e  stock  market  can  once  again  be- 
n  to  function  as  a  better  place  for 

sh  than  the  mattress. 

ike  a  Look 

Price/ earnings   multiples   are   fore- 
sting a  recession,  or  worse,  and  if 
ere  isn't  going  to  be  one  there  are 
many  stocks  that  are  exciting  that 
e  choice  of  what  to  buy  is  more  a 
itter    of   preference    than    of    deep 
urity  analysis.  Take  a  look  at  some 
the  destroyed  stocks.  Cenco  (5)  is 
e  that  is  simply  experiencing  lower 
rnings,  not  the  near  bankruptcy  that 
stock    price    might    suggest.    The 
me  goes  for  Research-Cottrell   (8) 
d  Combustion  Engineering  (36).  If 
u    like    better    quality,    you    might 
d  your  dish  of  tea  in   U.S.  I  Steel 
6)  or  Bethlehem  (31).  There  seems 
slackening  in  sight  for  the  steel 
mufacturers,    even   in    the   present 
kluster  economy.  Aluminum  Corp. 
America  (47)  should  have  marvel- 
s  earnings,  in. spite  of  its  troubles 
th  the  bauxite;  producers.  Monsan- 
(61)    is  likely  to  have   a   contin- 
d  growth,  and  the  stock  is  selling 
a  multiple  which  is  surprisingly  low 
:  a  major  chemical  company. 
The  trouble  with  stepping  into  the 
market  before  a  solution  to  the 
womic   problem   is   clearly   visible, 
hat  you  can  suffer  through  a  few 
jensive    months.    We've    had    our 
•sses  before,  but,  unlike  many  other 
jntries,   we  haven't  destroyed  our 
ucture.   We've   cleaned  it  up   and 
on    to   better    things.    Chances 
that's  exactly  what  we'll  do  this 
Ve  hope.  ■ 
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WOULD  YOU  LIKE  TO  WRITE  A 
CHECK  TO  REDEEM  SHARES  AND 
EARN  INCOME  UNTIL  THE  CHECK 

f**T  "U  A  "D  G  *?   Then  you  should  have  more  details  about 
V^J_iJ_jx11  LkJ  .     ^g  dai]y  dividend  money  market  vehicle. 

•  Day  to  day  investment    •  No  charge  to  sell 
and  withdrawal  .  You  may  write  special 

•  No  charge  to  buy  checks  to  redeem  shares 

( $1 ,000  minimum  i 
•  $5,000  minimum  investment 

ANNOUNCING: 
FIDELITY  DAILY  INCOME  TRUST 


Telephone  toll-free 

800-225-6190 

Massachusetts  Residents     Name — 

617-726-0650   a<«- 

Citv 


Fidelity  Daily  Income  Trust  DEPT.  F4801 
P.O.  Box  832    Boston.  Mass.  02103 
Please  send  me  my  free  FDIT  prospectus. 


State. 


Zip. 


OR  MAIL  COUPON  FOR  FREE  PROSPECTUS 


_J 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  POBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.WILSON 

P.O.  Box  1317-FO 
Roswell,  New  Mexico  88201 
Area  Code  505-623-0507 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Tens  of  thousands  of  satisfied  customers. 
Full  prepayment  privileges. 

We  lend  fast— get  the  fa^ts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (71 4)  433-2380  | 
Or  mail  coupon: 


Name. 


.State. 


Zip. 


-Phone. 


Capital 

Financial 

Services 


DEPT.  F,    Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 
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A  shot 
against  cancer? 


One  day  the  scariest  thing 
about  cancer  may  be  the 
needle  that  makes  you  im- 
mune to  it. 

The  theory:  build  up  the 
body's  defense  to  fight  off  the 
disease  naturally. 

Already,    scientists    are 

working  on   mechanisms   to 

make  the  body  reject  cancer. 

And  the  promise  for  the 

future  is  staggering. 

Wouldn't  you  feel  good 
knowing  you  contributed  to 
the  research? 

Please  contribute.  Your 
dollars  will  help  further  all 
our  cancer  research. 

We  want  to  wipe  out  can- 
cer in  your  lifetime. 

f  American  Cancer  Society 


1PACC      CONTM 


TED      BV     TMl     »U«llSHCIi 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  July  18,  1974. 
declared  a  regular  quarterly  divi- 
dend of  twenty-eight  cents  (28c» 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  August  30,  1974,  to  stock- 
holders  of   record   July   31,    1974. 

LKROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

central  and  south  west 
Corporation 

Wilmington.  Delaware  19899 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  V2  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Boi  29119,  Dept.  N. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


The  Market  Outlook 


A  New  Look  al 
Traditional  Areas 

By  Sidney  B.  Lurie 


The  best  investment  stock  can  be  a 
poor  speculation— if  the  price  is  too 
high.  Conversely,  a  seemingly  specu- 
lative commitment  can  be  a  good  in- 
vestment—if the  price  is  "right."  In 
turn,  these  truisms  point  up  two  sup- 
plementary considerations:  1)  The 
previous  abnormal  spread  between 
the  valuations  accorded  traditional 
companies  and  the  so-called  high- 
quality  growth  companies  has  nar- 
rowed considerably  in  the  past  year. 
This  points  to  a  healthier  overall  stock 
price  structure  than  a  year  ago.  2)  At 
the  same  time,  however,  the  contin- 
uing emphasis  on  growth  can  make 
for  opportunities  in  more  convention- 
al, lower-multiple  companies. 

In  this  connection,  I've  long  held 
that  a  new  and  stronger  supply/ de- 
mand equation  has  come  into  being  in 
a  number  of  the  nation's  traditional, 
or  backbone,  industries.  And  that 
their  outlook  therefore  is  less  cyclical 
—less  erratic— than  it  was  in  the  past. 
Proof  of  this  new  strength  in  hereto- 
fore vulnerable  sectors  can  be  found 
in  first-half  1974  performance  in  that 
supply  shortages  have  persisted  not- 
withstanding weak  demand  from  cer- 
tain traditionally  important  customers. 

Improvement  for  Steel 

The  steel  industry  illustrates  the 
point  in  that  projections  of  full-year 
shipments  have  been  increased  in  the 
face  of  declining  output  in  such  key 
demand  sectors  as  automobiles  and 
appliances.  In  turn,  this  better  than 
generally  appreciated  current  situa- 
tion points  up  the  facts  that:  1)  Im- 
ported steel,  which  at  one  time  sold  at 
substantial  discounts  from  domestic 
list  prices,  now  commands  healthy 
premiums.  2)  The  domestic  steel  in- 
dustry is  better  able  to  compete  with 
foreign  steel  makers  than  at  any  time 
in  the  past  decade.  3)  It  is  less  vul- 
nerable than  foreign  producers  to  the 
key  problems  of  adequate  raw  ma- 
terial supplies  (i.e.,  coal  and  iron  ore). 

In  the  like  vein  of  thought,  it  seems 
to  me  that  the  paper  industry's  current 
prosperity  is  far  more  than  just  a  short- 
term  phenomenon.  It's  not  just  that 
it  takes  several  years  to  add  new  ca- 
pacity;  that  the  industry's  pulp   and 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


timber  supplies  are  short;  or  that  the 
projected  increases  in  capacity  are  les; 
than  normal  growth.  Rather,  there  an 
effective  barriers  to  any  uneconomic 
increase  in  capacity  as  a  result  of  the 
facts  that:  a)  The  industry  can't  com 
fortably  add  more  debt,  b)  It  ha: 
much  stronger  financial  managemen 
now.  c)  The  last  capacity  buildinj 
binge  was  when  interest  costs  were 
sharply  lower,  and  profit  margin: 
higher.  Meanwhile,  with  prices  mov 
ing  up  faster  than  costs,  and  selling 
practices  also  helping  margins,  197^ 
earnings  will  be  eye-opening. 

Apropos  the  foregoing,  I  believe 
there  is  a  "new  look"  to  Crown  Zeller 
bach  (around  29,  paying  $1.60) 
which  should  be  translated  into  i 
better  multiple  of  the  company's  earn 
ings  and  strong  asset  position.  For  one 
thing,  I  believe  the  fact  that  the  com 
pany  has  become  marketing  rathe: 
than  production  oriented— that  it: 
management  and  financial  control: 
have  been  intensified— eventually  wil 
result  in  a  better  comparative  indus 
try  performance.  Secondly,  the  pape 
industry  (and  paper  and  packaginj 
products  contribute  over  half  of  the 
company's  direct  sales)  has  a  strong 
er  supply/ demand  situation  than  i 
has  had  in  the  past  decade;  thi: 
should  continue  beyond  1975.  De 
spite  the  decline  in  residential  build 
ing,  I  believe  this  year's  earning: 
could  reach  a  new  alltime  peak  o; 
$4.75  per  share  against  $4.26  in  1973 

I've  raised  my  guesstimate  of  In 
ternational  Paper's  1974  earnings  po 
tential  to  $5.50  per  share  and  believe 
the  1975  outlook  is  good,  with  fur 
ther  earnings  progress  likely.  Or 
longer  view,  there  are  four  factor! 
which  make  the  common  stock,  sell 
ing  at  around  4N,  attractive:  1)  The 
company's  high  cash  (low  should  en 
able  it  to  finance  its  rising  capita 
spending  budget  from  within.  2) 
With  domestic  paper  coiisumptioi 
likely  to  parallel  the  GNT,  with  papci 
demand  outside  of  the  U.S.  growirJ 
even  faster,  and  with  timber  ami  pul 
in  short  supply,  this  could  he  ■< 
world"  ill  the  paper  business,  .'it  I  1 1 . 
company's  previous  emphasis  on  pie 
duction    capabilities,    which    has    m 

suited   in   a  very  Strong  asset    position 

now  lias  the  new  plus  ol  a  marketinl 
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onscious  chief  executive.  4)  IP  car- 
ies its  wood  reserves  at  only  $20  an 
ere,  which  is  substantially  less  than  is 
ieing  paid  today  for  timber  reserves. 
I'm  also  intrigued  with  the  capital 
ppreciation  possibilities  in  Kaiser 
teel  (around  18,  paying  80  cents) 
or  a  number  of  reasons.  Kaiser  is  the 
irgest  steel  fabricator  and  erector  in 
be  West.  The  company's  59%  equity 
iterest  in  Kaiser  Resources,  and  its 
8%  interest  in  Hammersley  Iron,  a 
uge  Australian  iron  ore  producer, 
hould  be  increasingly  profitable  in 
975.  I  believe  1974  earnings,  includ- 
ig  the  equity  in  affiliates'  profits,  may 
>e  in  excess  of  $6  per  share  against 
3.67  per  share  before  nonrecurring 
;ains  last  year. 

ime  for  Another  Look 

True,  the  domestic  unknowns  and 
he  worldwide  imponderables  theoret- 
ically focus  attention  on  sophisticated 
ompanies  with  special  technologies, 
'his  on  the  theory  that  corporate  man- 
gement  with  demonstrated  expertise 
an  do  better  than  others  in  meeting 
he  problems  of  the  times.  But  I'm 
ot  talking  about  run-of-the-mill  types 
f  traditional  companies  which  require 
flood  tide  for  interest.  In  other 
/ords,  even  if  allowance  is  made  for 
le  fact  that  there  is  a  fundamental 
ifference  between  stocks  being  sta- 
stically  cheap,  which  most  are,  and 
eing  attractive  for  purchase  now,  it 
3ems  to  me  that  there  are  compelling 
masons  for  a  revised  list  of  "The  Fa- 
orite  Fifty." 

I  Why  single  out  stocks  with  a  story 

J  hen  it's  easy  to  develop  an  econom- 

horror  scenario?  For  one  thing,  se- 

ous   as   are  the  problems   in   Great 

ritain,  Italy  or  Japan,  I  doubt  that 

le  decline  of  Western  civilization  is 

hand.  The  central  bankers  of  the 

orld  are  cognizant  of  the  errors  of 

le  Thirties,  and  forewarned  is  fore- 

med.     The     potential     deflationary 

reats  have  been  given  such  wide- 

3read  publicity  that  they  presumably 

ready  are  reflected  in  the  stock  price 

ructure,  which  has   corrected  most 

not  all  of  the  illusions  of  the  Sixties. 

In  short,  although  there  seemingly 

e  many  reasons  to  maintain  a  low 

ock  market  profile,  I  suspect  they  are 

little  too  obvious  to  have  practical 

iplication  at  this  time.  For  one  thing, 

story  indicates  that  an  easing  of  in- 

rest    rates     and     inflationary     price 

ends    will    be    followed    by    higher 

>ck  price  multiples.  Secondly,  more 

lividual    issue    opportunities    have 

^en  lost  because  of  so-called  general 

arket  uncertainties  than  because  of 

ost  any  other  factor.  I  believe  that 

second-half   stock  price   environ- 

nt  will  make  much  more  pleasant 

ding  than  the  first  half.  ■ 


Receive 
3  months  of 
Value  Line 
for  $29. 


If  no  member  of  your  household 
has  had  a  subscription  to 
Value  Line  in  the  past  two  years, 
you  may. . . 


ILLUSTRATED^ 
ABOVE 


get  this  1800-page 
Investors  Reference  Service  ( 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 


For  only  $29,  exactly  half  the  regular  $58 
quarterly  rate,  you'll  receive  all  the  new 
full-page  reports  to  be  issued  in  the  next 
three  months  on  the  more  than  1550  stocks 
and  67  industries  regularly  monitored 
by  The  Value  Line  Investment  Survey. 

These  new  reports  will  update  and  replace 
the  complete  set  of  reports  on  all  1550 
stocks  in  67  industries  already  filed  and 
indexed  in  the  Investors  Reference  Service 
binders  which  you  will  have  received  as 
a  bonus.  Filing  takes  less  than  a  minute 
^  week. 

In  effect,  you  will  receive  six  months  of 
Value  Line  service  for  only  $29— the  latest 
three  months  and  the  next  three  months. 

This  special  introductory  trial  is  offered 
to  new  subscribers  only  because  a  large 
percentage  of  those  who  once  try  Value 
Line  for  three  months  elect  to  continue 
as  full  term  subscribers  at  standard  rates. 


The  increase  in  circulation  thus  effected 
enables  us  to  provide  a  comprehensive 
investment  survey  to  existing  subscribers 
at  a  much  lower  fee  than  would  be 
required  with  a  smaller  circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and 
figures,  as  well  as  Value  Line's  projected 
performance  ratings,  on  more  than 
1550  widely-held  stocks  in  67  industries. 

You'll  also  get  analyses  and  forecasts  of 
the  national  economy  and  the  stock 
market . . .  guidance  on  current  investment 
policy . . .  plus  Value  Line's  "Especially 
Recommended  Stock  of  the  Week"  and  the 
monthly  "Special  Situation." 

To  take  advantage  of  this  special 
introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus 
in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


A- 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  N.Y.  10017 


"1 


Q  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

Q  Payment  enclosed      □  Bill  me  for  $224 


Signature 


J-16J01 


Name  (please  print) 


Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax.  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent.) 
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Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  September  30,1974. 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors 

has  de- 

dared  the  following  dividends  for 

the  quarter  ending  September  30, 

1974: 

Dividend 

Class  of  Stock  Per  Share 

Common 

$  .43 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

All  dividends  are  payable  on  or 
before  September  30,  1974  to 
stockholders  of  record  August  30, 
1974. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


PSKG 

Newark,  New  Jersey 


DIVIDEND     INCREASED 


1974 

Is  our  28th 

consecutive 

year  of  cash 

dividend  payments 


The  Board  of  Directors  has  increased  the 
annual  dividend  rate  on  the  Common  Stock 
from  $1.44  to  $1.60  per  share  by  declaring  a 
cash  dividend  of  40*  per  share  for  the  third 
quarter,  payable  September  10. 1974  to  stock- 
holders of  record  on  August  16,  1974.  This  is 
the  third  dividend  increase  in  less  than  two 
years.  More  than  230,000  stockholders  will 
share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


Tenneco  Inc. 


JENNECG\ 


HOUSTON.  TEXAS 

"Building  Businesses  Is  Our  Business" 

Natural  Gas  Pipelines  •  Oil  •  Automotive  Parts 

Shipbuilding  •  Construction  &  Farm  Equipment  •  Chemicals 

Packaging  •  Agriculture  &  Land  Development 


the  man  you  want 

to  succeed 

reads 

Forbes 


Readers  Sa> 


(Continued  from  page  10 

(October  1969)  and  attributed  a  mt 
jor  part  of  our  success  to  Turner's  or. 
taining  competitive  bids  for  over  90 
of  the  cost  of  the  job. 

—Howard  S.  Turne 

Chairmai 

Turner  Construction  C< 

New  York,  N/J 

Look  at  These! 

Sir:  Since  you  often  cite  exampW 
of  good  and  bad  advertising  in  Fa< 
&  Comment,  I  thought  this  ad  whic 
appeared  in  a  local  newspaper  in 
livestock  supplement  would  qualify. 

—Dick  Kell 
Sioux  Falls,  S.I 


refit 
rotum. 

Boars  are  like  tractors.  You 

can't  afford  one  that's 

underpowered.  Better  call  your 

Boor  Power  man  today. 

Rich  Peterson,  Swjm  Sates  Sapenrisw 
In  II 

Worthington,  Mn  54187 
PH:  507-376-4324 


Sih:    Perhaps    you    will   understan 
this  Bank  of  Utica  ad.  I  don't. 

—Jack  Alle 
Clinton,  N.I 


Finance  your  next 

Carat 

Bank  of  Utica 


Only  36 

baclcbreaking 

Payments 
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DIAMOND 

INTERNATIONAL 
CORPORATION 


93rd  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  June  27, 
1974  declared  a  quarterly  dividend  of 
500  per  share  on  the  Common  Stock, 
payable  August  1,  1974,  to  share- 
owners  of  record  July  12,  1974. 

GEORGE  PASCALE 
Vice  President-Secretary 

Forest  Products  •  Packaging  &  Printing 

Consumer  Products  •  Building 

Materials  and  Home  Supplies 

•  Machinery  Systems 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 

Increased 
Common  Stock  Dividend  No.  5 

A  regular  quarterly  dividend  of  41  Vi 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources,  Inc.,  payable 
September  13,  1974  to  stockholders 
of  record  at  the  close  of  business 
on  August  30,  1974.  This  represents 
an  increase  of  15  cents  per  share,  on 
an  annual  basis,  over  the  previous 
regular  quarterly  dividend  rate. 


RONALD  L.  KUEHN,  |R. 
Secretary 


Dated:  July  12,  1974 


DIVIDEND 
NOTICE 

Ford  Motor  Company,  on 
July  11,  1974,  declared  a 
third  quarter  dividend  of 
80  cents  a  share  on  the 
Company's  outstanding 
stock,  payable  September 
3,  1974,  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  July  31 ,  1974. 


o/W 


The  American  Road 
Dearborn,  Michigan  48121 
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with  an  asterisk  "will  provide  information  (not  Annual  Reports)  only  to  those  who 
write  directly  on  company  letterhead. 
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ThOUghtS  . . .  Business  of  Life 


Many  receive  advice, 
only  the  wise  profit  by  it. 

IVm.ii.irs  S"*  ins 


Every  man,  however  wise,  Advice;  it's  more  fun  to  give 

needs   the   advice   of   some  sagacious       than  to  receive, 
friend  in  the  affairs  of  life.  Pat  H.  Coil 

Plautus 


By  the  time  a  man  asks  you 

for  advice,  he  has  generally 

made  up  his  mind  what  he  wants  to 

do,  and  is  looking  for  confirmation 

rather  than  counseling. 

Sydney  J.  Harris 


When  we  try  to  avoid  one  fault, 
we  are  led  to  the  opposite, 
unless  we  be  \ ei\  careful. 
Horace 


There  is  a  great  man 

who  makes  every  man  feel  small. 

But  the  really  great  man 

is  the  man  who  makes  every 

man  feel  great. 

Chinese  Proverb 


When  you  try  to  step  into 
someone  else's  shoes,  you'll  find 
they  are  either  too  big  or  too  small. 
Sim  ha  Dixitz 


It  is  much  easier  to  be  critical 
than  to  be  correct. 
Benjamin  Disraeli 


We  are  all  sculptors  and  painters, 

and  our  material  is 

our  own  flesh  and  blood  and  bones. 

Any  nobleness  begins  at  once 

to  refine  a  man's  features,  and 

any  meanness  or  sensuality 

to  imbrute  them. 

Henry  David  Thoreau 


There  is  always  hope 
for  an  individual  who  stops  to  do 
some  serious  thinking  about  life. 
K  \therine  Logan 


The  well-developed,  well-patterned 

individual  human  being  is, 

in  a  strictly  scientific  sense, 

the  highest  phenomenon 

of  which  we  have  any  knowledge; 

and  the  variety  of  individual 

personalities  is 

the  world's  highest  richness. 

Julian  Huxley 


Hide  not  your  talents, 
they  for  use  were  made. 
What's  a  sundial  in  the  shade? 
Ben  iamin  Franklin 


Try  to  he  your  own  severest  hoys. 

There's  genuine  fun  in 

self -discipline .  If  you  haven't 

yet  learned  to  adopt  the 

"Vll-boss-you-old-fclloiv"  attitude 

toward  yourself, 

you  haven't  begun  to  know  the 

full  joy  of  work  and  effort 

and  inspiration.  No  boss  ean 

boss  you  half  so  efficiently  as 

you  can  boss  yourself. 

You  can  begin  where  he  leaves  off— 

and  still  find  much  to  find  fault 

with,  much  to  check  up, 

much  to  eradicate. 

B.C.  Forbes 


One's  strongest  asset 
is  simultaneously  his  point 
of  strongest  vulnerability. 
Harry  I,k\  inson 


When  people  are  made  to  feel  serine 

and  important  and  appreciated, 
it  will  no  longer  be  necessary 
for  them  to  whittle  down  others 
in  order  to  seem 
bigger  by  comparison. 
Yni(a\[  \  Arc  <si  i  e 


If  we  had  no  faults, 

we  should  not  take  so  much  pleasure 

in  noting  those  of  others. 

La  Bochefou<  \i\.d 


Instead  of  being  concerned 

that  you  have  no  office, 

be  concerned  to  think  how 

you  may  fit  yourself  for  office. 

Instead  of  being  concerned 

that  you  are  not  known, 

seek    to   be   worthy   of   being   known. 

Confucius 


You  cant  just  go  on 

being  a  good  egg. 

You  must  either  hatch  or  go  bad! 

C.S.  Lewis 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  57  t-page  hook 
at  $8.50.   Send  check  and  order 

to:  Forbes  Inc.,  60  Fifth  Avenue, 

Xen    York,   N.Y.   10011.  (Salt  J 

ta.x:  New  York  State,  from    /'.   to 

Wew  York  City,  9 


A  Text 


Sent  in  by  Eleanor  Fleischman,  Hacken 
sack,  N..I.  Whal's  your  favorite  text''  The, 
Forbes   Scrapboob   <>t    Thoughts   <>n    the 
Btminoee  of  Life  is  presented  i<>  sendei 

of  texts  used. 


A  man's  pride  shall  bring  him  low: 
but  honour  shall  uphold  the  humble 
in  spirit. 
Proverbs  29 
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America's 

Saturated 

Cosmetics 

Market 


oio*6  vd         akvoNiibna 
en  end  3kvor\iiTdne 


In  spite  of  things  like  building 
material  shortages  and  extended 
delivery  schedules,  we  still  say 
you  can  build  a  quality  building 
quickly. 

Speed  has  always  been  the 
very  essence  of  a  Butler  building. 
The  speed  with  which  it  can  be 
planned,  designed,  delivered, 
and  finished  out  is  far  faster 
than  any  ordinary  building. 

For  example,  you  may  choose 
to  assign  design  and  construction 
responsibilities  to  just  one  source, 
your  Butler  Builder.®  When  you 
build  this  way,  you  consolidate 
all  planning  and  scheduling  and 
don't  waste  time  on  things  like 
finding  out  if  you  can  afford  the 


building  you've  designed.  Because, 
with  your  project  manager, 
you  design  your  building  to  meet 
your  budget  and  your  standards. 

Most,  if  not  all,  of  your  building 
comes  from  a  single  source, 
too.  Which  eliminates  multiple 
points  of  possible  delay.  And 
we  have  maintained  excellent 
material  inventories  and  delivery 
schedules  throughout  recent  times. 

Quality  and  time  savings  are 
also  designed  into  the  actual  con- 
struction of  a  Butler  building.  All 
the  components  are  pre-designed 
and  manufactured  to  work  together 
precisely.  They  arrive  on  the  site 
ready  for  quick,  accurate  erection. 

It's  providing  total,  quality 


How  to  save  building  time 
without  sacrificing  quality. 


building  solutions  like  this  to 
the  specific  problems  of  the  times 
that  takes  the  Butler  approach 
to  building  out  of  the  ordinary. 
And  assures  you  of  the  building 
you  need.  Sooner.  Not  later. 

So,  for  fast  relief,  call  your 
Butler  Builder.  He's  listed  in 
the  Yellow  Pages  under  "Buildings, 
Metal."  Or  write  us  for  this  free 
informative  brochure.  And,  if  you'll 
tell  us  how  you  plan  to  use  your 
building,  we'll  try  to  supply 
color  photos  of  how  others  have 
used  Butler  buildings  in  a 
similar  manner.  Write  Butler 
Manufacturing  Co.,  BMA  Tower, 
Dept.  B-394,  Kansas  City, 
Mo.  64141. 

MB*** 


■|HM 


Build  a  Butler  Building 


BUTLER 


Serving  building  needs  internationally,  with  plants  and  offices  in  the  United  Slates,  (  anada,  Mexico  and  the  United  kingdom 


LEFT  TO  RIGHT:  WILLIAM  J.  DONOHUE.  DALE  R.  TAYLOR.  RUSSELL  E.  BURKE.  JOHN  L.  BURKE,  HUNTER  B.  SPENCER. 
A.  H.  ROBINS  CORPORATION,  RICHMOND.  VA.,  A  MAJOR  WORLDWIDE  MANUFACTURER  OF  PHARMACEUTICAL  PRODUCTS. 


Why  did  this  experienced  executive  team  take 
the  Dale  Carnegie  Management  Seminar? 


"The  Dale  Carnegie  Management  Seminar  brings  major 
objectives  into  focus,"  says  graduate  John  L.  Burke,  Vice 
President  and  Sales  Manager.  "We  enroll  key  executives 
as  well  as  other  management  personnel  because  the  Semi- 
nar tunes  them  in  on  the  same  mental  wavelength.  The 
leminar  gives  each  man  an  objective  viewpoint  of  him- 
self, his  job,  his  relationship  to  others.  It  opens  the  way 
oward  a  better  exchange  of  information,  appreciation  for 
the  other  managers'  problems  and  effective  teamwork. 
The  pay-off  comes  in  performance  and  profit." 

Another  top  Robins  executive  who  completed  the 
Carnegie  -Seminar  was  Dale  R.  Taylor,  Assistant  Vice 
'resident.  "It  is  a  results-oriented  Seminar  geared  to  pro- 
duce immediate  measurable  results  as  well  as  long-range 
esults.  Utilizing  Seminar  principles,  we  lay  out  clear  ob- 
octives,  formulate  ways  of  reaching  them  and  assign  peo- 
le  who  can  best  do  the  job." 

"No  doubt  about  it,"  agrees  Hunter  B.  Spencer,  Di- 

^ctor  of  Sales  Training  and  Development.  "The  basic 

lanagement  principles  provided  by  the  Seminar  help  us 

•t  more  done.  Knowing  when  and  how  to  delegate, 

>rking  out  guidelines  for  achieving  results,  and  focusing 

..r  efforts  on  the  important  problems  add  up  to  more 

productivity." 


William  J.  Donohue,  Director  of  Operations,  Latin 
America,  was  also  a  Seminar  participant:  "It  provided  a 
system  of  management  that  we  put  to  work  identifying, 
defining  and  solving  our  management  problems.  It  gave 
us  an  effective  plan  of  action." 

Russell  E.  Burke,  Director  of  Operations  for  the  Mid- 
dle East  and  Africa,  says:  "By  using  Dale  Carnegie  Man- 
agement Seminar  techniques,  we  chart  our  progress  and 
make  sure  that  our  plans  are  carried  out  more  success- 
fully throughout  every  stage." 

■  The  A.  H.  Robins  Corporation  is  one  of  many  leading 
companies,  large  and  small,  which  enroll  their  managers 
in  the  Dale  Carnegie  Management  Seminar  because  its 
principles  are  goal-directed.  Through  better  understand- 
ing of  company  objectives,  clearer  communication,  and 
increased  leadership,  the  way  is  paved  for  greater  pro- 
ductivity and  profitability.  Write  us  today  for  our  quick- 
reading  brochure  on  how  goal-oriented  management  can 
benefit  your  company. 

DALE  CARNEGIE 
MANAGEMENT  SEMINAR 

SUITE  484FO   •  1475  FRANKLIN  AVENUE  •   GARDEN  CITY,  NEW  YORK  11530 
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The  Fortune  Book  Club 
The  best  reading  for  business  and  pleasure 
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104.  THE  DOLLAR 
BARONS  by 
CHRISTOPHER 
ELIAS.  $8.95 

112.  ALIVE  by 

PIERS  PAUL 
READ.  PhotOS 

&  maps.  $10 

121.  THE  GREAT 
WALL  STREET 
SCANDAL  by 
R.  L.  DIRKS  & 
L.  CROSS.  $8.95 


Any  3  books 
for  only  $1 


124.  TYPE  A 
BEHAVIOR  AND 
YOUR  HEART  by 
DRS.  FRIEDMAN 
&  ROSEN  MAN 
$7.95 


110.  MANAGE- 
MENT by  PETER 
F.DRUCKER.$15 


123.  ALL  THE 
PRESIDENT'S 

MEN  />>■ 
BERNSTEIN  & 
WOODWARD 

$8.95 


119.  GOLF  MY 
WAY  by  jack 
NICKLAUS  With 
KEN  BOWDEN 
Illus.  $9.95 


111.  WORKING/.! 
STUDS  TERKEL 
$10 


107.  THE 
SOVEREIGN 
STATE  OF  in  by 

A.  SAMPSON.  $10 


117.  PLAIN 
SPEAKING  by 

MERLE  MILLER 
$8.95 


109.  PIERP0NT 
MORGAN  AND 
FRIENDS  by  C. 

WHEELER 

Photos.  $10 


126.  THE  INNER 
GAME  OF  TENNIS 

by  W.  TIMOTHY 
CALLWEY.  $6.95 


102.  THE  YOUNG 
MILLIONAIRES 
byL.  A.  ARMOUR 
$7.95 


116.  THE  BANK 
BOOK  Ay  MORGAN 
IRVING/CHARLES 
SOPKIN.  $6.95 


100.  SAY  WHAT 
YOU  MEAN  by 

RUDOLF  FLESCH 

$5.95 


101.  PIONEERS 
OF  AMERICAN 
BUSINESS 
Compiled  by 

S.  G.  SLAPPEY 

Illus.  $7.95 


David 
Hilberstam 

and**1 


115.  THE  BEST 
AND  THE  BRIGHT- 
EST by  David 

HALBERSTAM 
$10.95 
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114.  THE  NEW 
Y0RKTIMESB00K 
OF  MONEY  by 

RICHARD  E. 
BLODGETT.  $7.95 


when  you 

join  the  Club  and 

simply  agree  to  buy  four 

more  books  within  the  next  year 

People  who  perform  best  in  the  complex  business 
community  are  usually  avid  readers.  That's  why  the 
function  of  the  Fortune  Book  Club  is  to  present  the 
finest  books  published  today.  You  can  depend  on  the  Club 
to  seek  out  not  only  valuable  business  books  but 
valuable  current  literature  in  a  variety  of  fields. 
Take  advantage  of  our  introductory  offer:  choose  any 
three  of  the  books  shown  here  for  only  $1,  plus  shipping 
and  handling,  with  membership.  Fifteen  times  a  year 
(about  every  three  and  a  half  weeks)  you  will  receive  the 
Fortune  Book  Club  News,  which  describes  the  upcoming 
Selection  and  many  Alternates.  If  you  want  the  Selection, 
do  nothing;  it  will  be  shipped  to  you  automatically. 
If  you  want  an  Alternate  —  or  no  book  at  all  —  indicate 
your  decision  on  the  reply  form  that  accompanies  the 
News  and  return  the  form  so  it  reaches  us  by  the  date 
specified  on  it.  If,  because  of  late  mail  delivery  of  the 
News,  you  should  receive  a  Selection  without  having 
had  at  least  ten  days  to  decide  whether  you  want  it,  that 
Selection  may  be  returned  at  Club  expense.  As  a  member, 
you  need  buy  only  four  Selections  or  Alternates  out  of  the 
hundred  or  so  that  will  be  offered  to  you  during  the  next 
year,  most  at  prices  averaging  considerably  less  than 
regular  publishers'  prices. 

For  business  and  pleasure,  join  the  Fortune  Book  Club, 
Camp  Hill,  Pennsylvania  17012. 


Fortune  Book  Club 

OPERATED  BY  Book-of -the- Month  Club,  Inc. 
Camp  Hill,  Pennsylvania  17012  4-FB314-8 

Please  enroll  me  as  a  member  of  the  Fortune  Book  Club 
and  send  me  the  three  books  whose  numbers  I  have 
indicated  in  the  boxes  below,  billing  me  $1  for  all  three. 
I  agree  to  purchase  at  least  four  additional  Selections  or 
Alternates  during  the  first  year  I  am  a  member,  paying 
in  most  cases  special  members'  prices.  My  membership 
is  cancelable  any  time  after  I  buy  the  four  additional 
books.  A  shipping  charge  is  added  to  all  shipments. 


120.  NEWS  AND 
THE  MARKET  by 

F.C.KLEIN  &  J. 
A.  PRESTBO.  $10 


106.  STRESS  by 
WALTER 
MC  QUADE  & 
ANN  AIKMAN 
$7.95 


U*#** 


105.  THE 
AMERICAN 
PEOPLE  by  E.J. 
KAHN,  JR.  $8.95 


122.  EG0SPEAK 
Why  No  One 
Listens  to  You 
by  ADDEO  & 
BURGER.  $6.95 


103.  THE  GOSPEL 
ACCORDING  TO 
THE  HARVARD 
BUSINESS 
SCHOOL  by  P. 
COHEN.  $10 


Prices  shown  are  publishers'  U.S.  prices.  Outside  the  U.S.,  prices  are  generally  somewhat  higher 


INDICATE  BY  NUMBER 
THE  THREE  BOOKS 
YOU  WANT 
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(Please  print  plainly) 
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Vfe  told  SEDCO 

we  could  do  it 

Ontime. 


They  decided  to  take  two. 


Kaiser  Steel  is  building  two  of  these  700  series  drilling  platforms 

for  SEDCO,  INC.,  a  major  worldwide  oil  exploration  firm 

with  headquarters  in  Dallas. 


Our  San  Francisco  Bay  assembly 
yards  got  the  go-ahead  for  SEDCO's 
biggest  oil  hunting  rig,  the  706.  And 
before  you  could  say  "semi- 
submersible,  self-propelled  drilling 
platform,"  they  ordered  its  twin. 
SEDCO  708. 

They're  giants.  Rigs  towering  33 
stories  above  the  sea.  Hulls  the  length 
of  football  fields.  Decks  measuring  a 
full  acre.  Each  will  carry  a  crew  of 
102  and  be  able  to  drill  in  2000  feet 
of  water,  even  in  heavy  seas. 


With  a  full  complement  of 
SEDCO's  equipment,  each  multi- 
million-dollar unit  will  use  8000-plus 
tons  of  steel  —  most  of  it  from  our 
mill  in  Fontana,  California. 

Our  marketing  forecast  for  the 
next  ten  years  indicates  that  critical 
energy  requirements  will  call  for  more 
than  a  million  tons  of  steel  for  plat- 
forms on  the  Pacific  Coast  alone. 
Estimated  costs  are  nearly  $2  billion. 

And  there  will  be  other  enormous 
steel  requirements  for  energy-related 


use.  Tanker  docks  and  berths,  refiner; 
structures,  pressure  vessels,  high- 
voltage  towers,  nuclear  power  plants, 
and  line  pipe  to  transport  oil  and  gas. 

At  Kaiser  Steel  we  have  vast  sup- 
plies of  raw  materials  backing  up  the 
West's  largest  steelmaking  and  fabri: 
eating  operations.  That's  why  we  can 
handle  the  big  ones  two  at  a  time. 

America  needs  more  energy,  and 
we're  prepared  to  help  by  building  th< 
offshore  platforms  to  find  oil -and 
deliver  it. 


Wll  find  a  way  and  do  it. 

For  our  latest  quarterly  report,  please  write  Kniser  Steel  Corporation.  1334  KB.  300  Lakeside-  Dl  ive,  Oakland,  CA  94666 


The  1970s  are  creating  a  new  kind  of  corporation. 
Multinational.  Computerized.  Diversified. 

And  underinsured. 


As  inflation  drives  costs  higher  and  higher,  insurance 
coverage  that  fails  to  change . . .  quickly  becomes 
inadequate. 

That's  why  AIU  is  conducting  a  worldwide 
campaign  to  alert  its  present  and  potential  policy- 
holders to  these  vital  facts: 

„- Values  are  skyrocketing  everywhere.  In 
the  USA  and  Canada,  for  example,  building  values 
have  increased  ten  percent  annually  for  the  past 
three  years.  And  every  other  phase  of  business  oper- 
ations has  been  similarly  affected:  Wages,  Building 
Materials,  Equipment,  Machinery,  Raw  Materials. 

Which  means  that  yesterday's  amounts  of 
insurance  can't  possibly  cover  today's  losses. 

Not  even  for  partial  losses.  Because,  if  the 
corporation  is  underinsured,  it  will  be  uninsured  for 
a  portion  of  every  loss  sustained—  partial  or  total. 

So,  AIU  recommends  a  careful  reexamina- 
tion of  all  the  values  reported  under  every  current 
policy. 


And  we  stand  ready  to  help  with  this 
critically  important  task,  at  all  times.  For  more 
information  about  AIU,  just  mail  the  coupon. 

p 

American  International  if$$\ 
Underwriters  Corporation  *fl|(|l/ 

Dept.  FB084, 102  Maiden  Lane,  New  York,  N.Y.  10005 


My  company  operates  in  the 


.field. 


Please  send  me  information  about  your  worldwide 
insurance  capabilities  in  this  area. 

Name 

Company 

Title 


(Please  print) 


Address 
City 


.State 


.Zip. 


Am 


A  Member  Company  of 
American  International  Group 


We  welcome  inquiries  from  any  licensed  agent  or  broker.  You  don't  have  to  be  a  regular  producer  to  place  business  with  AIU. 


Why  the  sensible  Citation 
is  a  jet  instead  of  a  turboprop. 
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Look  before  you  leap.  Thaf  s  our 
motto. 

So— when  we  first  decided  to 
build  a  major  new  business  plane, 
we  naturally  noodled  with  a  lot  of 
different  ideas.  One  was  that  the 
Citation  might  be  a  turboprop. 

High  vs.  low 

Turboprops,  though,  have  to 
strain  to  hit  30,000  feet.  Which  is 
high  enough  to  clear  the  moun- 
tains, but  not  always  the  storms. 

A  jet,  on  the  other  hand,  can 
easily  zoom  seven  miles  high  — 
where  the  sailing's  sunny. 

Score  one  for  a  jet. 

Fast  vs.  slow 

Most  turboprops  begin  panting 
at  around  300  mph.  Even  the 
fastest  can't  reach  400  mph.  Any 
jet  can. 

No  contest.  Two  for  jets. 

Earplugs  or  no 

Propellers  are  functional 
enough.  Trouble  is,  no  matter  how 
many  blades  they  have,  they're 
also  noisy.  And  the  noise  and 
vibration  can  add  up  to  fatigue. 

Jets  don't  have  propellers. 

And  our  jet  would  merely  purr 


—  so  it  would  be  quieter  than  any 
turboprop  or  jet. 


turboprop  or  jet. 
Three  to  nothing. 

Short  fields  below 

The  ability  to  get  in  and  out  of 
short  airstrips  is  an  asset,  and, 
traditionally,  a  big  advantage  of 
turboprops  over  jets. 

But  we  knew  we  could  build  a 
jet  to  compete  with  turboprops  — 
and  even  beat  most  of  them.  It 
would  be  able  to  come  in  about  as 
slow,  but  climb  out  at  least  1,000 
feet  per  minute  faster.  And  it 
would  have  an  accelerate-stop- 
distance  considerably  shorter. 

We'll  be  kind.  Call  it  even. 

Get-up  and  go 

What  about  those  nice  little 
performance  margins?  The  ones 
that  make  life  a  bit  simpler,  and 
calmer,  for  pilots  of  jets? 

A  jet,  with  engines  on  the 
fuselage  instead  of  out  on  the 
wings,  would  have  no  asymmetric 
thrust  problem,  like  a  turboprop, 
in  the  event  of  single-engine 
operations.  And  it  could  still 
climb  800  feet  per  minute. 

Our  jet  would  have  no  "no-go" 
items  to  fuss  about. 


And,  of  course,  our  jet  would 
meet  the  more  stringent  FAR  25, 
like  a  commercial  jet  airliner. 

Yep.  Another  one  for  a  jet. 

Toss-up  on  dough 

OK.  What  about  money? 

Turboprops  are  supposed  to 
cost  less.  But.  We  figured  if  we  de- 
signed simple,  and  standardized 
everything,  we  could  build  a 
first-class  jet  that  would  be  priced 
under  a  turboprop  or  two. 

And,  since  a  faster,  techno- 
logically more-advanced  fanjet 
would  use  fuel  so  efficiently,  be 
simpler  to  maintain,  and  not  de- 
preciate so  rapidly,  its  total 
operating  cost  per  mile  could 
easily  be  less  than  a  turboprop' s. 

A  standoff. 

What  do  you  know! 

Not  even  a  very  tough  decision. 

Which  may  explain  why,  last 
year,  Cessna's  sensible  Citation  jet 
outsold  every  turboprop  model! 

More  details:  James  B.Taylor, 
VP,  Cessna,  Box  1107,  Dept.  J- 17 
Wichita,  Kansas  67201. 
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How  John  Deere 
plows  back 
heating-cooling 

energy  into 
manufacturing. 


•elta  2000  central  control  systems  help  reduce  amounts  of  natural 
as,  fuel  oil  and  electricity  used  by  Deere  &  Company. 


In  the  words  of  Eldon  Hansen,  Manager  of 
Plant  Engineering:  "When  you're  faced  with 
increased  production  quotas  on  a  fixed  supply 
of  energy,  conservation  becomes  even  more 
important.  We  found  we  could  save  heating 
and  cooling  energy  and  redirect  it  to  our 
production  lines!' 
"But  before  we  could  conserve  environmental  energy"  adds  John  Freund, 

lanager  of  Utilities  Engineering,  "we  had  to  find  ways  to  control  it.  Central  contr 

n  effective  way  to  do  this.  It  keeps  operators  informed  about  conditions  all  over 

uilding.  And  simplifies  implementation  of  energy-saving  procedures!' 
"Six  of  our  manufacturing  plants  and  corporate  headquarters 

re  now  operating  with  Honeywell  central  control!'  says  Mr.  Hansen. 

This  adds  to  our  confidence  that  we  can  meet  growth  goals  using  no 

lore  energy  than  we  are  now!' 

Any  future  plans  for  central  control?  "Definitely!'  answers 

lr.  Freund.  "It  will  help  monitor  critical  contaminants  in  factories. 

lelp  assure  that  plant  conditions  are  kept  within  required 

andards.  And  make  sure  we  are  in  contTnuing  compliance 

i'ith  EPA  clean  air  and  water 

'quirements!' 

Faced  with  tough  energy  problems? 

i )  Call  your  Honeywell  representative. 

I)  Write  for  case  histories:  Honeywell 

ommercial  Division,  Dept.  G2246, 

linneapolis,  MN  55408. 


tun  a  fine  tuned  building. 


oneywell 


INDIANA,  the  8th  largest  exporting  state 

...with  central  access  to  over  half  the  people  of  the  U.S.A. 
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Side  Lines 


Euphemisms  For  Euphemisms 


In  New  York  magazine,  author  William  Manchester  described  the  genesis 
of  the  term  "Depression": 

"[President]  Hoover's  first  reaction  to  the  slump  which  followed  the 
[1929]  Crash  had  been  to  treat  it  as  a  psychological  phenomenon.  He 
himself  had  chosen  the  word  'Depression'  because  it  sounded  less  fright- 
ening than  'panic'  or  'crisis.'  "*  Depression,  then,  was  a  euphemism  for 
what  used  to  be  known  as  Hard  Times. 

But  the  Depression  was  such  a  trauma  that  President  Hoover's  euphe- 
mism itself  became  an  unpleasant  word.  So,  we  adopted  "recession"— a 
euphemism  for  a  euphemism.  (In  the  same  American  euphemophile  spirit, 
our  old  people  don't  die;  they  become  senior  citizens  and  pass  on. ) 

Suddenly,  the  word  "Depression"  is  back.  David  T.  Kleinman  is  not  a 
gold  nut;  he  is  a  respected,  responsible  economist.  In  his  interview  with 
Forbes  (p.  26),  Kleinman  says  flatly:  "I  think  there  could  be  a  very 
drastic  depression." 

Suddenly,  everybody  is  mentioning  the  unmentionable,  and  euphemisms 
are  out  the  window.  No  less  cautious  a  man  than  David  Rockefeller  re- 
cently spoke  of  the  danger  of  panic.  Are  we  really  headed  for  an  old- 
fashioned  Panic,  Hard  Times,  Depression,  call  it  what  you  will— rather  than 
just  a  new-economics-limited  recession?  The  stock  market  seems  close  to 
discounting  a  real  depression;  in  constant  dollars,  the  Dow  Jones  indus- 
trials are  down  over  45%  from  their  highs,  and  the  more  representative 
Value  Line  index  is  down  68%.  (If  you  want  an  even  more  startling  com- 
parison, consider  this:  When  stocks  collapsed  in  the  Thirties,  the  cost  of 
living  was  declining,  too.  A  stock  that  dropped  from  $100  to  $15  be- 
tween 1929  and  1933  had  a  purchasing  power  of  close  to  $20.  But  a  stock 
that  dropped,  say,  from  $100  to  $30  between  1966  and  1974  is  now  worth 
only  about  $16.50  in  1966  dollars.) 

Fortunately,  what  the  stock  market  discounts  doesn't  always  come 
to  pass.  Some  of  our  readers  may  be  old  enough  to  remember  1946  and 
1962  when  the  market  pointed  to  depressions  that  failed  to  ensue.  In 
Forbes'  opinion,  the  world  financial  situation  today  is  serious,  darn  seri- 
ous, but  as  we  point  out  in  the  lead  story  (p.  25),  solutions  are  possible. 
Provided,  of  course,  that  the  crisis  isn't  allowed  to  drift  too  far.  Thus  the 
fact  that  we  are  now  calling  a  spade  a  spade  may  very  well  be  a  healthy 
development. 

'The  Glory  and  the  Dream:  A  Narrative  History  of  America,  1932-1972,  to  be  published  late  this  year  by 
Little,  Brown. 


If  the  world  adjusts  successfully  to  the  trebled 
price  of  oil  and  to  inflation,  it  may  well  be  by  spend- 
ing less  on  frills  and  more  on  basics.  This  can  only  be 
bad  news  for  the  once-glamorous  cosmetics  industry 
(p.  30).  Come  to  think  of  it,  that  particular  change 
may  not  involve  much  of  a  sacrifice.  Our  cover  photo- 
graph shows  model  Marsha  Mann  made  up  to  the  hilt; 
here  she  is  wearing  only  a  touch  of  lip  gloss  and  a 
smidgeon  of  eyeliner.  Does  her  beauty  really  suffer 
from  being  practically  bare-faced?  ■ 
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His  cash  management  system 
might  be  better  than  yours. 


Because  Joe,  the  newsstand  operator, 
knows  exactly  where  every  dollar  is  every 
minute.  Both  the  ones  that  are  coming  in, 
as  well  as  the  ones  that  are  going  out. 

Funds  availability  and  information  are 
the  keys  to  successful  cash  management  in 
today's  marketplace. 

That's  why,  at  the  C&S  Bank, 
we've  made  them  the  cornerstone  of 
our  cash  management  services  for  well  over 
twenty  years. 

With  C&S,  your  information  is  as  fast  as 
electronic  data  transmission  can  be.  You  get 


the  whole  story  on  disbursements  on  a  same 
day  basis  via  our  fully  automated  zero-balance 
or  conventional  systems. 

In  addition,  our  services  range  from 
automated  concentration  and  account 
reconciliation  to  electronic  funds  transfer. 

Whether  you're  operating  a  newsstand  or 
a  multi-million  dollar  corporation,  C&S  can 
help  you  keep  your  cash  flows  under  control 
and  working  for  you  every 
minute. 

We'll  help  you  get  to  know 
your  money  better. 


MEMBER  FDIC 


The  Citizens  and  Southern  Banks  in  Georgia 


CgS 
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In  this  capacity-short  economy, 


a  company  that  can  help 
is  really  in  demand. 


capacity 


And  that  includes  a  specialty  steels  and  industrial 
products  company  lite  Colt  Industries. 


Today,  emphasis 
inthell.S. economy 
is  increasingly  on  in- 
dustrial goods. 

And  as  companies  spend 
to  add  capacity,  manufacturers 
like  Colt  Industries  are  respond 
ing  with  what  industry  needs 
most.  ". 

A  familiar  family.  Last 
year  96%  of  our  $862,103,000 
in  sales  came  from 
specialty  steels  and 
industrial  products. 
The  remaining  4% 
came  from  Fire- 
arms and  Sport- 
ing Equipment. 
The  names  in  our 
product  family  are 
both  well-known  and 
respected.  Crucible 
specialty  steels. 


Firearms  & 

Sporting  Equipment 


Trent  welded  stainless  steel  pipe 
and  tubing,  Fairbanks  Morse  diesel 
engines  and  pumps,  Fairbanks 
scales.  Pratt  &  Whitney  and  Elox 
production  equipment. 
Quincy  compressors.  Cen- 
tral Moloney  transformers. 
Chandler  Evans  fuel  con- 
trols. Holley  carburetors. 
Products  that  are  helping 
American  industryincrease 
capacity  and  productivity. 
Power  to  profit.  With  the 
right  products  at  the  right  time  and 
strong  financial  resources,  our 
momentum  is  evident  in  our  first 


half  results.  Sales  up 
29.7%  to  $555,127,000;  net 
up  185%,  and  earnings  per 
share  up  223%  to  $4.88- each 
an  all-time  high.  And  all  this  on  the 
heels  of  1973s 64%  increase  in  net 
income  on  the  highest  sales  in  the 
company's  history. 

Our  growth  and  profitability  are 
being  propelled  by  the  breadth  and 
strength  of  our  earnings  base,  lead- 
ership in  industrial  markets  served, 
and  strong  demand  for  the  industrial 
products  we  make.  For  copies  of  our 
latest  financial  reports,  write  Colt 
Industries  Inc.,  Dept.  F-1, 430  Park 
Avenue,  New  York,  NY  10022. 

Colt  Industries 
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The  personal  benefit  statement. 


Benefits  when 
ill  or  injured 


Benefits  for 
financial  security 


OUR  COMPREHENSIVE  MEDICAL-DENIAL  PLAN  COVERS  YOU  AND  TOUR 
ELIGIBLE  DEPENDENTS  FOR  THESE  BENEFITS: 

Seai-private  Hospital  Rooa  And  Board  Charges 
Hospital  Services.  Including  But  Not  Limited  To: 
Ambulance,  Kursing  Hose  Charges,  Registered  Nurse 
Services,  Doctor's  Fees,  Medicines  L  Diagnosis, 
Abnoraal  Pregnancy  Charges,  And  Dental  Expenses. 

After  The  Payment  Of  *75/Per son/Calendar  Year 
(Haxiaua  Of  »225/Faai ly/Vear I ,  Tour  Plan  Pays 

tOX   Df  The  First.  S      5,000 

And  WO*  Of  Additional  Covered  Medical  Expenses  In  Any 
Calendar  Year    Haxiaua  Lifetiae  Benefit  Payable  Is 
120,000  For  Vou  And  For  Each  Covered  Dependent 

For  Soae  Dental  Work  A  5C*  Rate  Applies-   Dent 
Haxiaua  is  $500/Person/Year 

DISABILITY  INCOME  FOR  YOU: 

SH0RT-T5RM  DISABILITY 

If  You  Are  Unable  To  Work  Vou  will  Receive 
Benefit  Starting  On  The  1st  Day  Of  Hospi 
Or  The  8th  Day  Of  Disability.   Benefits 
Deterained  By  The  State  In  Which  You  Liv 

LONO-TcRH  DISABILITY 

After  6  Months  Of  Continuous  Total  Disability  Hh i ch 
Prevents  You  Froa  Working,  You  Are  Eligible  For  A 
Monthly  Benefit  Equal  To  66-3/3*  Of  Your  Basic 
Monthly  Earnings  -  Up  To  Age  65.   Haxiaua)  Benefit  Is 
S1200/MC.   This  Benefit  Is  Reduced  By  Payments  Froa 
Workaen's  Coapensat ion.  Social  Security,  Or  Other 
Disability  Plans.   Your  Benefit  Would  Be.*     1 ,2C0 

If  You  Are  Totally  Disabled,  Vou  Mill  Alaa  Receive 
Benefit  Payaents  froa  Our  Retirement,  Profit 
Sharing  And  Investment-Savings  Plans. 


nt   Oate,    Your 

■fcjplExcl  ud  inq 

"^L-A^  •  •  •  *             2 

,889 

'  YwaW.  Cat  |  aa  t  e  d 

.    >\, .  $ 

33* 

|*i    Security 

aaaV^K?J>i 
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DEATH  BENEFITS  PAYABLE  TO  YOUR  FAHILT  LAS  OF  l-i-7*»» 

I  Be  Sure  To  Keep  Your  Beneficiary  Designation  Up  To  Date.) 

Group  Life  Insurance *. .»    150,000 

Profit  Sharing  Pla* i    22*,«57 

lnvtafcaramt-Savlngs  Plan .\  13,936 

Ret.  r»iee>.  *   252,**fc 

Social    SeciifHty.  ...»  255 

For    Death  Called   By  An   *  ■aaa?  *        .  ?«»»0 

Business  T 
Per   Oeat 

Your  J=aai 


l: ,31/72  BALANCE  » 
VOUR  197* 
CONTRIBUTION      » 
1973  CAIN/lOSS    V 
12/31/73  BALANCE  f 

Your  12/31/73  Balanced* iT Converted  To  A  Monthly 

Ret  i  reaent  Benef  it.  Woul  d  Provide *        111 


avel ing, . . . 
0ld  Receive  Addit 


100, 
Soda  I  Security 


ly  Mould   Re 

Sucv  i  vor#l,"Wfre,f  It 
f    Yea  Die   Froa  A  Iferk -Related    injury.    Death    Bf-nef 
Proa  Workmen's   comp«n*»t loji  <*)oul d  8a  Paid. 


POSSIBLE    TOTAL    MONTHLY    RETIREMENT     INCOME    FROM    ALL 
SOURCES  $ 


ANNUAL    VALUE    OF    ALL    YOUR    EMPLOYEE    BENEFITS* 

The    Benefit*    Shewn  Above  Are    Paid   For    Entirely 
Or    In  Part   By   The   Coapany.    Other    Coapany-Pald 
Benefits    Include   Vacations   And   Holidays,    Plus 
The  Cost  Of    Workaen's  Compensation   And 
apioyaent   Coaaensation . 


The   Total    Estlaated    Cost   Of   All    Of    Your    Benef 

1973-- 

our  Share  Of  The  Cost  Has 

♦  Shore  Of  The  Cost 


5,129 


TFx  IF  N  A   APPEARS  IN  ANY  Of  TH 
YOU  ARE  NOT  ELIGIBLE  OR  HAVE  NOT  ELECT 


More  fids  about  M^ 
your  benefits  ^^ 

g-  aaTW 


Or  how  to 
let  your 
employees 
know  exactly 
where  they 
stand. 


How  much  do  your  employees  know  about 
the  benefits  you  provide? 

In  many  cases,  the  answer  is  Not  much. 

Which  is  terribly  unfortunate.  After  all, 
there's  a  good  chance  that  these  benefits 
are  tacking  around  30%  or  more  to  your 
payroll  costs.  And  what  are  you  getting  for 
your  money  if  you  don't  let  your  employees 
know  about  it? 

That'swhereMarsh&McLennancomesin. 

Our  Communications  Services  group,  in 
cooperation  with  the  appropriate  managers 
in  your  company,  specializes  in  transmitting 
these  important  data  to  employees. 

The  Employee  Benefit  Statement  is  a 
prime  example  of  this:  a  computer  print- 


out, personalized  for  each  employee,  tha 
enumerates  exactly  what  each  is  entitled  t< 
in  your  various  benefit  programs. 

A  typical  statement  might  include  hospi 
talization,  life  insurance,  disability,  pensior 
and  profit-sharing  information.  Of  course 
this  can  be  tailored  to  meet  each  company' 
specific  needs. 

Oryou  maybe  interested  in  utilizing  othe 
media  foryourmessage:  booklets,  slides 
f ilmstrips-you  name  it,  Marsh&  McLennan': 
Communications  Services  can  do  it. 

In  fact,  we're  ready  to  do  just  abou 
everything  to  help  you  spread  the  word 

Because  what's  good  for  employee  morali 
is  good  for  your  business. 


<mm  &  MMumim^m 


Reichhold  continues 

pattern  of  growth 
with  record-breaking 
first  half. 


SALES 

(In  millions) 


136.2 


63.8 


71.6 


1973     1973     1974     1974 

1st  Quarter      2nd  Quarter     1st  Quarter      2nd  Quarter 


EARNINGS       i.45 

(Dollars  per  share) 


The  three  month  period  ending  June  30 
witnessed  the  setting  of  new  sales  and 
earnings  records  for  RCI.  Coupled  with 
record  results  for  the  first  quarter,  net 
profit  for  the  first  six  months  of  1974 
reached  $15,572,000  or  $2.27  per 
share,  an  increase  of  185%  over  the 
first  half  of  1973,  which  was  the  pre- 
vious high.  Net  earnings  as  a  percent  of 
sales  improved  from  4%  in  the  first  half 
of  1973  to  6.6%  for  the  first  six  months 
of  1974.  Results  for  the  first  six  months 
of  1973,  did  not  include  sales  and 
earnings  of  the  Newport  Division, 
acquired  from  Tenneco  Chemicals,  Inc., 
in  August,  1973. 

Further,  on  July  9,  1974  Reich- 
hold's  Board  of  Directors  raised  the 
regular  quarterly  dividend  to  15C  per 
share,  an  increase  of  50%  over  the 
previous  regular  dividend  of  IOC  per 
share. 

For  further  details  on  RCI's  pattern 
of  growth,  write  for  a  copy  of  our  latest 
Quarterly  Report. 


REICHHOLD 


BUB 


Reichhold  Chemicals,  Inc. 

RCI  Building,  White  Plains,  New  York  10603 


r3     1973      1974     1974 

1st  Quarter      2nd  Quarter      1st  Quarter      2nd  Quarter 


Trends  &Tangents 

Foreign 

Ship  It  Via  Tehuantepec 

Though  the  long-proposed  canal 
across  Mexico's  125-mile  Isthmus  of 
ruantepec  has  never  been  built, 
the  M<  dean  government  is  consider- 
ing a  modern  equivalent  in  the  form 
of  an  electric  railway  spanning  the 
isthmus.  What  makes  it  appealing 
now  is  the  rapid  growth  of  container- 
ization,  which  would  make  loading 
and  unloading  much  less  expensive 
and  facilitate  combination  with  other 
modes  of  transport.  While  the  new 
railroad  would  not  be  intended  to 
compete  with  the  Panama  Canal,  it 
could  transport  an  estimated  1  million 
tons  of  freight  per  day. 

Diamond  Isle? 

From  small  beginnings  13  years 
ago,  when  DeBeers  Industrial  Dia- 
mond Division  first  started  up  at 
Shannon,  Ireland  has  become  the 
world's  largest  exporter  of  industrial 
diamonds,  shipping  annually  over  $50 
million  worth  to  the  U.S.,  Japan  and 
Europe.  DeBeers'  founding  staff  of  20 
has  grown  to  450,  occupying  180,000 
square  feet  of  factory  space. 

Business 

New  Washday  Deal 

Ever  since  1968,  when  the  Depart- 
ment of  Justice  disapproved  on  anti- 
trust grounds  of  Procter  &  Gamble's 
acquisition  of  Clorox,  the  bleach-mak- 
er has  lived  an  independent  life.  But 
introduction  of  new  products  has 
been  costly,  and  earnings  in  the  fiscal 
year  ended  June  30  were  down  from 
those  of  a  few  years  ago  despite  a  sales 
gain  of  about  30%,  approaching  $550 
million.  So  Clorox  has  taken  on  a  new 
washday  partner:  Henkel,  the  domi- 
nant detergent-maker  of  West  Ger- 
many. Under  a  ten-year  agreement 
Clorox  will  market  Henkel  products 
— Persil  detergent  is  the  best  known— 
in  the  U.S.  and  in  Canada.  Prosper- 
ous Henkel  will  also  acquire  not  more 
than  15%  of  Clorox'  shares. 

Expensive  Boon 

Upper-level  executives  are  begin- 
ning to  cold-shoulder  deferred  com- 
pensation plans,  a  recent  study  shows, 
and  for  good  reason.  Before  the  Tax 
Reform  Act  of  1969,  when  federal 
taxes  on  earned  income  could  run  as 
high  as  93%,  it  made  sense  to  defer 
part  of  an  executive's  compensation 
until  after  retirement  when  his  tax 
rate   would   be  lower.    But  now   that 


the  maximum  rate  on  earned  income 
has  fallen  to  50%,  the  executive  may 
lose  money  on  the  deferred  com- 
pensation. One  reason  for  this  is  that 
he  and  his  company  must  pay  So- 
cial Security  taxes  on  the  deferred 
compensation  when  the  payments  are 
made.  No  such  taxes  would  have  been 
due  if  the  same  amount  had  been  re- 
ceived as  additional  compensation 
while  the  executive  was  still  with  the 
company. 

Taking  Off 

Two  years  after  setting  up  a  na- 
tionally organized  rent-a-plane  system 
with  club  frills  attached  (Forbes, 
Feb.  1,  1972),  Beech  Aircraft  has 
learned  that  people  join  the  Beech 
Aero  Clubs  to  fly,  not  to  spend  Satur- 
day night  in  the  club  lounge.  Almost 
grounded  after  its  first  year,  the  fran- 
chised  club  and  aero  center  network 
has  blossomed  by  promoting  a  rela- 
tively inexpensive  family  membership 
plan  ($99  annually  plus  $9  a  month), 
which  includes  use  of  the  basic 
Beechcraft  Sport  model.  Confident 
that  it  has  found  the  right  combina- 
tion, Beech  now  predicts  that  the  cur- 
rent 700  members— about  equally  di- 
vided between  families  and  small 
companies— in  45  clubs  will  grow  to 
5,000  members  in  100  clubs  by 
next  year.   ■ 

r "1 

CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Z»P 


F-4826 
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mmunications,  no  one  offers 
lan  Hie  Bell  System. 


Better  than  two  patents  every  working  day  are  granted  to  the  scientists  and 
engineers  of  Bell  Laboratories,  the  research  and  development  unit  of  the  Bell  System. 

The  work  these  people  do  is  largely  determined  by  what  you  want  and  need, 
as  reported  by  the  Bell  companies. 

Some  pursue  basic  research:  Bell  Labs  people  created  the  transistor  and 
modern  solid-state  electronics.  They  pioneered  satellite  communications. 

But  more  than  85%  of  Bell  Labs  work  for  the  Bell  System  is  devoted  to 
innovations  in  your  everyday  telephone  service.  These  innovations  are 
quickly  translated  into  hardware  by  our  manufacturing 
unit,  Western  Electric. 

As  a  result  of  this  close  teamwork,  we  can 
confidently  say:  In  communications,  no  one  offers  you 
more  than  the  Bell  System.  We  hear  you. 


@AT&T 


Why  IU  s  record 
speaks  for  itself. 


1969 

1970 

1971 

1972 

1973 

Avg. 

( 

n  millions  except  per  share  data) 

%Gain 

Sales  &  Revenues 

$905 

986 

1,102 

1,234 

1,549 

15% 

Income- 
Operations 

$27.3 

36.6 

51.1 

60.0 

73.9 

28% 

Earnings  per  share- 
Operations 

$  .92 

1.18 

1.64 

1.88 

2.31 

26% 

For  a  copy  of  our  Annual  Report  to  Investors,  write  Corporate  Affairs, 
IU  International,  Dept.  C17, 1500  Walnut  St.,  Philadelphia,  Pa.  19102 
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SERVING  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Education 

It's  not  the  only  reason 

to  move  your  plant  to 

North  Carolina,  but  it's  a 

higher  one. 

Our  statewide  network  of  technical  institutes  and 

community  colleges  will  work  out  a  custom-tailored 

training  program  for  your  business  at  no  cost. 

But  that's  not  all  you  can  expect  from  North  Carolina. 

Our  industrial  climate,  transportation  system, 

power  rates,  banks,  water-oriented  sites,  educational 

and  research  facilities,  plus  our  cities  all 

offer  distinct  advantages. 

Want  to  learn  more? 

Just  fill  in  and  mail  the  coupon  below. 


North  Carolina  Dept.  FBM-6 

Division  of  Commerce  and  Industry, 
Box  27687,  Raleigh,  North  Carolina  27611 
Please  send  your  Transportation  and  Utilities 
Directory  and  additional  data  on  North  Carolina. 


Name 

Firm 

Address. 
City 


.State. 


-Zip. 


Readers  Say 


True  Conservation 

Sir:  Your  forest  article  (July  15) 
refutes  the  emotionalism  of  forest  con- 
servation and  preservation  with  the 
facts  of  conservation's  true  definition 
—"wise  use." 

—Paul  H.  Russell 

Forestry  Consultant 

Decatur,  Ga. 

Sir:  Your  primary  justification  for 
continued  log  exports  (balance-of- 
payments  "benefits")  simply  is  not 
borne  out  in  reality.  In  1972,  the  big- 
gest log  export  year  on  record,  we 
exported  more  than  3  billion  board 
feet  of  softwood  logs  for  which  we 
received  $392  million.  Just  to  replace 
the  wood  fiber  we  exported  in  un- 
processed form,  we  imported  $738 
million  worth  of  lumber.  The  result  is 
a  net  trade  deficit  for  comparable 
volumes  of  $346  million. 

—Bob  Packwood 

U.S.  Senator  (Rep.,  Ore.) 

Washington,  D.C. 

Death  Control? 

Sir:  It  is  surprising  that  you  ad- 
vocate outsiders  bailing  out  Italy 
( Fact  i?  Comment,  July  1 )  when  you 
must  know  that  this  bailing-out  would 
have  to  be  repeated  year  after  year  on 
an  ever-increasing  scale.  Ultimately 
Italy  must  reduce  its  population  to  a 
sustainable  level.  As  the  Italians  are 
unwilling  to  exercise  birth  control, 
they  must  increase  their  death  rate 
through  civil  disturbances,  military 
adventures  or  by  the  famine  and  pes- 
tilence which  will  accompany  the  to- 
tal breakdown  in  services. 

—Thomas  Gabor 
St.  Paul,  Minn. 


on 


An  Expensive  "Growing-Up" 

Sin:  The  title  of  the  article 
antique  cars  (July  15)  should  have 
been  "Coming  of  Age  of  a  Hobby" 
instead  of  "Degradation  of  a  Hobby." 
It  is  about  as  logical  to  call  us  "specu- 
lators" and  "hobby  miners"  as  it  would 
be  to  give  the  same  name  to  antique 
shops,  art  galleries  and  coin  and 
stamp  houses.  If  you  can  tell  me  when 
the  cost  of  labor  will  stabilize,  then  I 
can  tell  you  when  the  price  of  the 
restored  antique  car  will  stabilize. 

—Jack  Wishnuk 

President, 
Roaring  20  Autos  Inc. 

Wall.  N.J. 

From  Disaster  To  Sludge 

Sir:  Re  "Strip  Mining  Needn't  Bf 

Rape"  (Fact  <b  Comment,  July  1).  I 

(Continued  on  p<i£t    106) 
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Make  your  business 
more  efficient,  more  profitable 

The  Norelco  "idea  machinel'system 


Model  88 


Model  95 


Model  85 


The  Norelco  "idea  machine"  system  covers  all  your  dictation 
requirements:  reports,  notes,  correspondence.  But,  "idea 
machines"  do  more  than  motivate  and  transmit  ideas.  They 
motivate  men.  And  this  applies  to  the  mobile  executive. 
When  you  are  out  of  the  office,  your  need  to  communicate 
is  even  greater.  With  a  portable  "idea  machine,"  you  capture 
ideas  any  time,  anywhere.  Either  of  the  pocket-size 
models  95,  and  85,  or  the  ^t/f% 

full-featured  Norelco  88 
makes  an  ideal  traveling  companion.  For 
administrative  workloads,  the  "idea 
machine"  system  is  unmatched.  The 
outstanding  Norelco  98  fits  your 
pattern  of  office  activity.  It  features 
all  electronic  switching  and  exclu- 
sive executive  verification  intercom. 
Economy  and  efficiency  describe 
the  Norelco  96  .  .  .  priced  and  designed 
to  meet  the  needs  of  your  office  staff. 
These  and  the  Norelco  86  are  available  for 
transcription  use.  For  any  organization 
with  a  large  staff  and  limited  individual 
dictation  needs,  the  new  Norelco  central  telephone  dictation 
system  is  superior  for  word  processing  input.  Shown  here 
actual  size,  the  "idea  capsule®  is  the  medium  that  makes 

all  "idea  machines" 
compatible.  Offers 
quality  voice  repro- 
duction and  can  be 
used  again  and  again. 
Find  out  how  the 
Norelco  "idea 
machine"  system  can 


i 


idea  capsule"" 


ACTUAL  SIZE 

help  your  company  to  communicate  more  effectively 


DICTATION  SYSTEMS  •  INTERCOM  &  PAGING  SYSTEMS  •  OFFICE  COMPUTERS 


PHILIPS  BUSINESS  SYSTEMS,  INC. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 


fJorek 


® 


100  East  42nd  Street,  New  York,  New  York  10017 
Gentlemen: 

Please    send    me   the    free    booklet    "Formula    for 
Profits"  ...  on  turning  ideas  into  assets. 


Name 

Title 

Firm 

Street 

City/ State 

Zip 

F-874-WP 


This  old  river 
doesn't  have  to  die. 


A  blighted  river- the  tell-tale  sign  of 
industrial  and  municipal  wastes.  But 
there  is  hope.  From  far-reaching 
anti-pollution  legislation  and  a 
growing  technology.  At  the  forefront 
of  this  technology:  Crane  and  its 
Cochrane  Environmental  Systems 
Division.  Specialists  in  water  and 
waste  treatment  for  better  than  a 
century. 

The  above  pollution  symptoms 
indicate  dissolved  inorganic  solids. 
For  this  particular  problem  (as  for 
many  others)  Crane  provides 
tailor-made  techniques  and  tools. 
For  example:  contact  reactors.  Ion 
exchangers.  Reverse  osmosis. 


Chemical  feed  systems.  Resinous 
neutralizers.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and 
knowledge. 

Dissolved  inorganic  solids 
represent  just  one  of  many  water 
pollution  problems  we  help  solve 
every  day.  For  further  information 
contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


Crane  makes  it  flow  clean  again. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


by  MALCOLM  S.  FORBES 


THERE  ARE  MANY  REASONS 

and  most  of  them  positive,  for  devoting  these  Fact  &  Com- 
ment pages  this  issue  to  a  wee  bit  of  common  stock  his- 
tory. In  the  words  of  the  current  D.C.  phrase,  "at  this 
point  in  time,"  it's  timely. 


A  PAGEANT  AND  A  PATTERN 


Forty-two  years  ago  the  article  by  my 
father  reproduced  at  the  right  appeared 
in  50  U.S.  newspapers. 

Today,  his  statistics  offer  lessons  to  the 
uneasy  investor. 

Things  are  seldom  as  bad  as  viewed  in 
moments  of  despair  and  depression;  nor 
are  they  ever  so  rosy  as  when  contem- 
plated in  moments  of  exaltation.  Life  is 
more  complex— or  perhaps  more  simple— 
than  that. 

The  column  says:  "Naturally,  a  num* 
ber  of  the  companies  will  not  be  able  to 
survive  and  their  shares  will  become  ab- 
solutely worthless."  Twenty-seven 
companies'  1928  shares  did  indeed  be- 
come worthless. 

The  column  says:  "But  .  .  .  enough  of 
these  companies  now  selling  for  a  song 
will  .  .  .  see  their  shares  selling  at  many 
times  their  present  quotations." 

Again,  time  proved  him  right.  As  a 
group,  these  stocks  never  got  back  to 
their  1929  highs,  but  they  did  make  an 
overwhelming  recovery.  Prime  exam- 
ples include  Zenith,  Container  Corp. 
(now  Marcor)   and  International  Paper. 

In  studying  the  table  on  the  following 
page,  readers  will  see  before  them  a  pag- 
eant and  a  pattern  of  America's  financial 
past  and  a  reassurance  for  common  stock- 
holders about  the  future. 


Reprinted  from  New  York  American,  Dec.  27,  1932. 


$470  Will  Buy  10 
Shares  That  Cost 
$29,320  in  Boom 

Forbes  Contrasts  Stock 

Prices  Now  With  1928- 

1929  Levels 

By  B.C.  Forbes 

SOME  SHARES  are  selling  on 
the  New  York  Stock  Exchange 
today  for  fewer  pennies  than 
they  were  worth  dollars  in  the 
boom. 

I  have  had 
compiled  a  list 
of  stocks  which 
were  traded  in 
at  the  weekend 
at  one  dollar 
or  less. 

There  were 
72  such  issues. 

The  total 
quoted  price  of 
10  shares  of 
each  is  today 
$470. 

The     total 
maximum  price 
of  10  shares  of 
each   of   these       B.C.  Forbes 
same  stocks  at 

the  top  of  their  1928-1929  boom 
would  have  been  $29,320. 


This  compilation  will  astonish 
the  country. 

It  is  not  the  purpose  of  this 
column  to  suggest  that  "What 
has  been  may  be."  It  is  little 
likely  that  these  stocks  will 
again  average  their  boom-time 
maximum — although  even  that 
is  possible  in  this  young,  rich 
country. 

The  writer  does  believe  that 
any  person  having  the  courage 
— and  the  means — to  buy  10 
shares  or  100  shares  of  each 
and  every  one  of  these  "penny" 
stocks  will  be  able  to  pocket  a 
very  handsome  profit  within  the 
next  few  years. 

Naturally,  a  number  of  the 
companies  will  not  be  able  to 
survive  and  their  shares  will 
become  absolutely  worthless.  In 
other  instances  it  may  be  neces- 
sary to  pay  assessments  in  order 
to  continue  as  a  stockholder. 

But  the  chances  all  are  that 
enough  of  these  companies  now 
selling  for  a  song  will  outride 
the  storm  and  see  their  shares 
selling  at  many  times  their 
present  quotations. 

Please  understand  that  these 
shares  must  not  in  any  sense  be 
regarded  as  investments.  When 
stocks  sell  at  a  dollar  or  less, 
Wall  Street's  name  for  them  is 
"cats  and  dogs,"  meaning  that 
they  are  regarded  as  risky 
gambles. 


This  table  constitutes  an  ex- 
traordinary commentary  on  this 
country's  weakness  for  rushing 
to  extremes. 
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A  PAGEANT  AND  A  PATTERN 


10  Shares  of  each  in    * 


fl929 
1932 
1962 

L1974 


were  worth  a  total  of   « 


$29,320 
470 
16,927* 
19,016* 


Price 
Dec.  1928-29    1  Old  Share  Now 
1932     high  Is  Worth" 


Recent 
Value  of  1 
Old  Share 


Price 


Dec.  1928-29     1  Old  Share  Now 

1QT9        hioh  Ic    WUorth** 


1932     high 


Is  Worth- 


Recent 
Value  of  1 
Old  Share 


Alleghany  Corp.  % 

Amalgamated  Leather  % 

American  Beet  Sugar  1 

American  Ship  & 

Commerce  '/8 

Armour  of  III.  A  1 

Armour  of  III.  B  % 

Caliahan  Zinc  &  Lead  Vi 

Celotex  Co.  1 


Chic.  &  E.  III.  Ry.  pfd 


Continental  Baking  B 
Electric  Boat 

Vz 
1 

Fashion  Park  Assoc. 

% 

Federal  Screw  Works 

Fisk  Rubber 

Fisk  Rubber  1st  pfd. 

3A 
% 
Va 

General  Gas  &  Elec.  A 
General  Realty  &  Util. 
Grigsby  Grunow 
Guantanamo  Sugar 

l 
Vz 

% 

Va 

Hartman  Corp.  B 

Va 

Int'l  Comb.  Engineering  5/8 


Int'l  Paper  &  Power  A  % 

Int'l  Paper  &  Power  C  % 

Iowa  Central  Ry.  1 

Kelly  Springfield  Tire  1 

Kelsey  Hayes  Wheel  Va 

Kreuger  &  Toll  »/8 

Louisiana  Oil  Ref.  Vz 

McLellan  Stores  1 

Mailinson  1 

Minneapolis,  St.  Paul 
&  Sault  Ste.  Marie  pfd.  1 


Moto  Meter 
Gauge  &  Equip. 


% 


56     1  share 
16     liquidated 

24  purchased  by  Crystal  Grower's 

Corp. 

7  liquidated 

23  4.326  shares  Greyhound  Corp. 

13  2.163  shares  Greyhound  Corp. 

5  1.292  shares  Callahan  Mining 
79  2.2  shares  Jim  Walter  Corp. 
63  2.5  shares  Certain-teed 

Products 
1.563  shares  Georgia-Pacific 

Corp. 
0.752  share  Louisiana-Pacific 

Corp. 
0.183  share  Valspar  Corp. 

76  2  common  shares  Chic.  & 

E.  III.  RR  Co. 

27     t 

54    1  common  share 

6  reorganized;  warrants  given 

to  buy  stock 

19  4  shares  Marcor  Inc. 

series  A  $2  cv.  pfd. 
15    0.158  share  Int'l  Tel&  Tel 

18  3.938  shares  General 

Dynamics 
0.295  share  Houston  Natural 
Gas  series  A  cv.  pfd. 
72     reorganized;  common  of  no 
value 

77  0.625  share 

20  t 

91     reorganized;  rights  given  for 
new  common 

112    0.6  share  Florida  Power  Corp. 
39     liquidated 
70    bankrupt 
9     still  pending  (properties  taken 

by  Cuban  gov't.) 
41     rights  to  buy  Advance  Corp. 
103    rights  to  buy  securities  of 
Combustion  Engineering 
Corp. 

44    4.347  shares  Int'l  Paper  Co. 
26     1.630  shares  Int'l  Paper  Co. 
5    parent  co.  reorganized;  no 
provision  for  shareholders 

25  t 

59    0.5  share  Fruehauf  Corp. 
46    bankrupt 

19  dissolved 

110     1.275  shares  McCrory  Corp. 
39     bankrupt 

87    reorganized;  no  provision  for 

shareholders 
31     0.805  share  ELTRA  $1.40 

cv.  pfd. 


$8.63 


54.08 
27.04 
18.41 
39.60 

22.81 

54.31 

11.09 
0.57 

28.75 
2.50 


210.00 
3.04 

81.22 
12.83 

8.13 

1080 

0.75 


209.74 
78  65 


1013 


924 


1852 


Nat'l  Dept  Stores  %      37 


Norfolk  &  Southern  %      58 


Oliver  Farm  Equip.  1 

Pacific  Coast  Co.  1 

Panhandle  Producing 

&  Ref.  Vz 

Park  Utah  Consol.  Mines  % 

Pathe  Exchange  % 

Peerless  Motor  Car  1 


Penn-Dixie  Cement         %      31 


Pierce  Petroleum  5/8 


Pittsburgh  Terminal 


Porto  Rican- 
American  Tob.  B  3/4 

Producers  &  Refiners       Va 


St.  Louis  San  Fran.  Ry.  3/a 

St.  Louis  San  Fran.  pfd.  1 

Schulte  Retail  Stores  7/8 

Seaboard  Air  Line  Va 

Seaboard  Air  Line  pfd.  1/a 


Standard  Investing  5/8 

Superior  Oil  Co.  (Del.)      l/2 


United  Dyewood  1 

United  Stores  A  1 

Va.  Carolina  Chemical  3/a 

Walworth  Co.  1 


Western  Pacific 


Zenith  Radio  5/8 


1.260  share  Int'l  Mining 
0.126  share  East  Malartic 
Mines  Ltd. 

reorganized;  warrants  given 
to  buy  stock 

t 

purchased  by  Noranda  Mines 
Ltd. 

0.778  share  American 
Petrofina  Class  A  common 

1.1  shares  United  Park  City 
Mines 

t 

all  stock  bought  by  Canadian 

Breweries  Ltd. 
0.387  share  Penn-Dixie 

Industries 
dissolved;  no  provision  for 

common  shareholders 
0.25  share  Atlantic  Richfield 

$2.80  cv.  pfd. 
0.15  share  Atlantic  Richfield 

common 


38     reorganized;  no  provision  for 
common  shareholders 


64 
43 

21 

14 

15 
25 


51  reorganized;  no  provision  for 
Class  B  shareholders 

29  bankrupt 
56     reorganized;  no  provision  for 

common  shareholders 
133     reorganized;  no  provision  for 
101        common  or  preferred 

shareholders 

67     t 

30  reorganized;  no  provision  for 
41        common  or  preferred 

shareholders 
10     bankrupt 

48  t 
24    0  662  share  Sun  Oil 

$2.25  cv.  pfd. 
9     0.22  share  Dresser  Inds. 

series  B  $2  cv.  pfd. 
19     1.65  shares  Dresser  Inds. 

series  B  $2  cv.  pfd. 
41     reorganized;  no  provision  for 

common  shareholders 
21     0  5  share  Szabo  Food  Service 
14     0  75  share  McCrory  Corp. 
24     2  4  shares  Mobil  Oil  Corp 

49  purchased  by  Int'l  Utilities 
29     recapitalized;  warrants  given 

to  buy  stock 
44     reorganized;  warrants  given 

to  buy  Cities  Service 
1      41     reorganized;  shareholders  left 

without  equity 
16     1.03  shares  LTV  series  A 

$5  cv.  pfd. 

52  36  shares 


17.01 
0.79 


25.38 


2.61 


2.13 


14.75 
12.94 


2474 


8  50 


6373 


1.25 

5.44 

100  20 


44  29 
657  00 


'Actually,  somewhat  more.  In  some  cases  rights  //ere  received  who;e  vo 
shown  only  covers  situations  where  shareholders  were  able  to  hold  on  to 
**On   the  basis  of  a   IQi-share  investment. 


difficult     to   calculate;    in   several   others  shareholders   received  cash   in   redempti> 
shores   through   the  entire  period. 

tOn  the  basis  of  a  10-shore  investment,  stockholders  rocelved  loss  than  1  shore  on  reorganization. 
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Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Appetites  Are  Ageless 


A  single  bitter  and  tender  fact  of 
life:  that,  though  we  grow  older,  we 
never  grow  old;  though  our  energies 
may  flag,  our  appetites  do  not.  Bodies 
thicken,  skin  wrinkles,  and  we  remain 
charged  with  the  unbridled  emotions 
of  a  20-year-old.  How  unbecoming 
this  is,  yet  how  little  unbecoming  it 
feels! 

—Brendan  Gill 
in  The  New  Yorker. 

A  Stake  in  the  Environment 

Business  ultimately  has  as  big  a 
stake  in  saving  our  environment  as 
the  rest  of  the  nation.  A  company 
that  pollutes  its  environment  is  going 
to  find  it  increasingly  difficult  to  at- 
tract bright  young  people  to  its  work 
force.  If  America  ruins  its  natural 
beauty  and  destroys  the  health  of  its 
citizens,  it  will  be  a  less  prosperous 
country  and  a  poorer  market  for  the 
products  of  business.  The  difficulty  is 
that  saving  the  environment  involves 
exceedingly  complex  interacting  forces, 
such  as  we  are  now  seeing  to  our 
dismay,  in  the  collision  of  the  gasoline 


shortage  with  automobile  pollution 
standards.  What  is  clear  is  that  if  we 
leave  government  alone  to  cope  with 
these  frustratingly  difficult  problems, 
we  could  get  solutions  that  produce 
bigger  evils  than  the  ones  they  cure. 
Only  with  the  best  brains  in  business 
working  with  the  Government  can 
we  hope  to  find  the  right  way. 

—Stanley  J.  Goodman,  Chairman, 
May  Department  Stores  Co. 

There  Comes  a  Time 

A  dying  man  needs  to  die,  as  a 
sleepy  man  needs  to  sleep,  and  there 
comes  a  time  when  it  is  wrong,  as 
well  as  useless,  to  resist. 
—From  Stewart  Alsop's  moving  book, 
Stay  of  Execution. 

Exercise  Fights  Fat 

A  fat  person  who  walks  a  mile  a 
day  will  lose  10  pounds  in  a  year  even 
if  he  maintains  poor  eating  habits.  By 
altering  his  lifestyle  to  include  regular, 
increased  activity  and  a  general  re- 
duction in  food  intake,  he  can  do 
much  better  than  that.  The  so-called 
"fad  diets"  have  been  proven  to  be 
an   ineffectual    method   of   long-term 


weight  control,  since  they  don't  lend 
themselves  to  easy  adherence,  especi- 
ally by   people   who   frequently   eat 
meals    away    from    home.    Activities 
that  put  stress  on  the  heart  and  lungs 
are  favored,   like  swimming,   cycling 
and  jogging.  If  you  don't  like  to  bike 
or  swim  and  the  dogs  in  your  neigh- 
borhood chase  you  when  you  run,  try 
indoor    calisthenics.    Remember,    it's 
never   too  late   to   start   an   exercise 
program  that  will  lengthen  your  life. 
-Dr.  Jack  End, 
Medical  Director, 
Northwestern  Mutual 
Life  Insurance  Co. 

Hm 

I  decided  I  would  see  how  far  I 
could  get  one  day  just  saying  "hm." 
I  didn't  annoy  too  many  people.  I  got 
through  the  day. 

—Playwright  Robert  Wilson 
quoted  in  W. 

Less  Is  More 

More  and  more  I  like  less  and  less. 
—Interior  designer  William  Machado 
quoted  in  Architectural  Digest  on 
doing  interiors. 


THE  CONTINUOUS  COVER-UP 

by  M.S.  Forbes  Jr. 


Business    and    businessmen    got 
embarrassing  black  eyes  over  the 
revelations  of  illegal  corporate  con- 
tributions    to     President     Nixon's  • 
1972  reelection  campaign. 

But  precious  little  has  been  said 
about  the  biggest  nonlegal  givers 
of  all— organized  labor. 

These  guys  make  businessmen 
look  parsimonious  as  they  annual- 
ly fork  over  many  millions  of  dol- 
lars to  "deserving"  candidates, 
from  Presidents  to  Congressmen  to 
state  legislators. 

Why  hasn't  the  law  enforcement 
whistle  been  blown  louder,  more 
often  on  these  people?  Why  haven't 
labor  leaders  been  summoned  be- 
fore a  congressional  committee  for 
highly  publicized  grillings,  as  were 
several  corporate  heads? 

Those  are  the  questions  that 
arise  from  reading  Douglas  Caddy's 
new  book,  The  Hundred  Million 
Dollar  Payoff  (Arlington  House, 
$8.95),  which  carefully  documents 
how  unions  get  and  disburse  their 
illegal  largesse. 

The  answer,  I  suppose,  is  that 
unions  not  only  know  how  to  give 


money,  but  also  how  to  get  votes 
for  their  friends. 

And  votes,  after  all,  are  the  bot- 
tom line  of  politics. 

INSTITUTIONAL  IDIOCY 

New  York  Stock  Exchange 
Chairman  James  Needham  recent- 
ly announced  that  the  Big  Board 
is  reconsidering  its  support  for  the 
abolition  of  fixed-commission  rates 
by  May  1975.  The  reason:  the 
failure  in  the  attempt  of  several 
major  brokerage  houses,  including 
Merrill  Lynch,  to  raise  commissions 
for  transactions  of  $5,000  to 
$300,000.  The  proposed  raises  were 
a  paltry  5%. 

But  institutional  investors  ve- 
toed the  move,  threatening  to  take 
their  business  from  any  house  that 
dared  to  up  its  prices. 

How  stupid  can  the  institutional 
Block-heads  be? 

Do  they  really  think  they're 
serving  the  best  interests  of  free 
enterprise,  or  of  the  owners  of  the 
money  they  "manage,"  by  making 
it  harder  in  these  hard  times  for 
brokers  to  make  ends  meet? 


Wall  Street  will  not  be  saved 
solely  by  hiking  commissions.  But 
it  sure  as  'ell  ain't  gonna  make  it 
if  the  Block-heads  won't  permit 
houses  to  charge  enough. 

If  Wall  Street  does  go  under, 
who's  going  to  help  raise  the  im- 
mense sums  of  money  American 
industry  needs?  The  bankers?  More 
scary,  the  Government? 

It  is  unfortunate  that  institutions 
are  so  shortsighted  when  it  comes 
to  investing.  It  is  doubly  unfortu- 
nate that  they're  doing  their  darn- 
dest  to  destroy  the  one  industry  that 
gives  them  what  ability  they  still 
have  to  buy  and  sell  stocks  at  a  mo- 
ment's notice. 

Fortunately,  the  NYSE  has  now 
requested  a  commission  raise  in  the 
$2,000-to-$300,000  range  from  the 
SEC.  But  the  Big  Board  won't  be 
able  to  do  that  after  next  May. 

Which  leads  to  the  fundamental 
question:  When  all  the  alternatives 
are  considered,  what  is  wrong  with 
having  all  commission  rates  fixed? 

What  is  the  point  of  a  "reform" 
that  wrecks  the  industry  that  it  is 
supposed  to  be  correcting? 
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Where  you  compete,  we  compete. 
In  Amsterdam,  Antwerp,  Athens, 
Atlanta,  Bangkok,  Beirut,  Bogota, 
Bridgetown,  Brussels,  Caracas,  Cardiff, 
Channel  Islands,  Chicago,  Dubai, 
Dublin,  Diisseldorf,  Edinburgh,  Frankfurt, 
Geneva,  Guatemala  City,  Hong  Kong, 
Houston,  Jakarta,  Kansas  City, 
Kingston,  London,  Los  Angeles,  Madrid, 
Manila,  Melbourne,  Mexico  City,  Milan, 
Munich,  Nairobi,  Newcastle,  New  York, 
Panama  City,  Paris,  Rome,  Rotterdam, 
San  Francisco,  San  Jose,  Sao  Paulo, 
Seoul,  Singapore,  Stockholm,  Sydney, 
Tokyo,  Toronto,  Warsaw. 


A  global  network  of  50  cities.  A  full 
range  of  banking  services.  Important  tools, 
but  by  themselves,  nothing. 

It's  how  we  use  these  resources  that 
helps  you  compete  and  grow. 

And  it  starts  with  listening  carefully  to 
your  situation  and  your  objectives.  All  the 
way  through,  with  an  open  mind. 

Then  we  go  to  work. 

Often  we  are  able  to  do  things  that  other 
banks  can't  or  won't  do  — and  bring  solutions 
to  you  faster  than  you're  used  to  seeing  them. 

That's  the  First  Chicago  style.  Direct, 
pragmatic  and  responsive.  It's  how  we 
compete  with  the  other  international  banks. 
It's  how  we  help  you  compete. 

A  little  of  where  we've  been, 
what  we've  done. 

In  Italy,  a  foreign  company  needed  lira. 
Our  solution  provided  a  very  favorable  local 
borrowing  rate  and  no  exchange  risks. 


In  Germany,  our  flexible  bridge 
financing  arrangement  helped  a  company's 
project  until  the  long  term  rates  came  down. 

In  Indonesia,  we  structured  an 
$80,000,000  private  placement  in  one  day, 
had  it  placed  in  less  than  a  week. 

In  Canada,  an  American  company 
needed  help  marketing  their  products.  First 
Chicago  Leasing  International  created  a 
multi-million  dollar  lease  program  for  their 
Canadian  dealers. 

In  Poland,  we  structured  the 
first  Eximbank  loan  authorized  for  them  in 
participation  with  a  U.S.  bank. 

In  America,  we  met  with  a  company 
on  Thursday,  came  back  on  Monday  with 
a  corporate  finance  idea  that  reduced  their 
need  for  funds  by  $  1 ,300,000. 

In  England,  a  company  had  come  to  a 
dead  end  trying  to  raise  funds.  First  Chicago, 
Ltd.  arranged  a  parallel  private  placement 
with  a  Scottish  investment  trust. 

In  Greece,  we  created  a  unique 
revolving  credit  that  saved  a  shipping  group 
$1,1 00,000  over  traditional  financing 
methods  — in  just  seven  months. 

We're  out  to  help  you  compete  harder  in 
every  country  where  you  do  business. 

First  Chicago  services  are  the  same  as 
at  other  great  international  banks. 
Our  difference  is  in  our  style. 

It  comes  down  to  this. 

We  know  what  to  do,  we're  not  afraid 
to  be  the  first  ones  to  do  it.  That's  a 
competitive  bank.  One  that  stretches  to  help 
you  grow.  In  good  times  and  bad. 

If  our  way  makes  sense  to  you,  we  think 
alike.  And  we  ought  to  get  together  — no 
matter  where  you  compete.  Call  Bob  Haven 
(312)  732-59 17  to  get  things  started. 


The  First  National  Bank  of  Chicago 
You  compete.  We  compete. 


i  The  First  National  Bank  of  Chicago  Member  F.D.l.C. 
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BEECH  DOESN'T  BUILD  ORDINARY  AIRCRAFT. 


Mostly,  Beech  manufactures 
airplanes  for  businesses, 
governments  and  military 
organizations  throughout  the 
world. 

Every  aircraft  Beech  builds, 
such  as  the  Beechcraft  Super  King 
Air  shown  above,  is  custom-specified. 

Beech  does  not  mass  produce 
airplanes.  Beech  tailors  each  one 
individually  to  meet  the  owner's 
requirements.  No  ordinary  way  to 
manufacture  or  market  airplanes. 

There's  another  thing  that 
isn't  ordinary  about  Beechcrafts. 
They  have  a  reputation  for 
becoming  classics.  This  reputation 
has  a  dramatic  effect  upon  market 
demand  for  Beech  aircraft,  new 
and  used. 

This  demand,  in  turn,  means 
greater  return  on  investment  for 
Beechcraft  owners.  It  also  shows 
up  in  long-range,  balanced  growth 


for  Beech  Aircraft  Corporation. 
In  Fiscal  1973,  for  example, 
Beech  corporate  earnings  reached 
$10  million.  And  commercial  sales 
increased  more  than  100%  over 
1971. 


COMMERCIAL  SALES 


$90.1  million 


$182.8  million 


Fiscal  1971 


Fiscal  1972 


Fiscal  1973 


Total  sales  for  1973,  including 
military  and  aerospace,  were 
$205,000,000. 

For  more  information  about 
Beech's  worldwide  activities, 
write  today  on  your  letterhead  to 
Beech  Aircraft  Corporation,  Dept.  S 
Wichita,  Kansas  67201,  U.S.A. 


BEECH:  NO  ORDINARY  AIRCRAFT  COMPANY 


Forbes 

U.S.  To  The  Rescue? 


The  future  of  the  world  economy  depends  on 
how  skillfully  we  recycle  the  Arab  oil  money. 


The  oil  crisis  is  gone  from  the  head- 
lines, but  its  real  crunch  is  just  be- 
ginning to  be  felt.  It  will  change  our 
economic  world  out  of  all  recognition. 

If  Western  Europe  and  the  under- 
developed countries  are  to  avoid  col- 
lapse under  the  weight  of  high  oil 
prices,  the  U.S.  will  have  to  bail  them 
out.  Willingly  or  unwillingly,  the  U.S. 
must  become  banker  to  the  world. 

Three  weeks  ago  Treasury  Secre- 
tary William  Simon  gave  assurances 
to  jittery  European  bankers  that  the 
U.S.  would  prevent  any  serious  li- 
quidity shortage  in  the  international 
banking  system.  Though  few  people 
caught  the  full  implication,  Simon 
was  making  a  major  commitment  for 
U.S.  policy.  How  major?  "Not  since 
the  end  of  World  War  II  and  the  days 
of  the  Marshall  Plan  has  the  U.S. 
been  in  such  a  delicate,  powerful  po- 
sition," says  a  knowledgeable  London 
banker.  The  banker's  analogy  with 
the  Marshall  Plan  is  apt.  Today  Italy 
is  as  good  as  bankrupt,  Britain  not 
far  from  it  and  France  and  Spain  per- 
haps a  year  or  so  away.  Standards 
of  living  are  already  falling  in  Europe. 
Both  the  far  left  and  far  right  are 
stirring.  Democracy  is  at  stake,  as 
are  some  2  million  American  export- 
oriented  jobs  and  more  than  $100 
billion  in  U.S.  investments. 

At  current  prices,  the  oil-producing 
countries— Arab  chiefly— are  accumu- 
lating anywhere  from  $5  billion  to  $6 
billion  a  month  after  expenditures. 
Their  customers  are  running  roughly 
similar  deficits.  The  situation  would 
be  manageable  if  the  Arabs  would 
accept  IOUs  from  the  customers.  But 
the  new-rich  and  cautious  Arabs  un- 
derstandably aren't  willing  to  freely 
lend  money  to  a  near-bankrupt  Britain 
or  Italy  or  to  a  hardly-more-solvent 
France.  But  they  are  willing,  broadly 
speaking,  to  take  IOUs  from  the  U.S. 
So  the  U.S.  will  have  to  play  middle- 
man, accepting  Arab  money  and  re- 
lending  it  to  hard-pressed  countries. 

This  is  something  of  an  oversimpli- 
fication, but  it  is  close  to  the  essence 
of  the  situation.  A  new  economic  tri- 
ple play  is  in  the  making:  Arabs-to- 
U.S.-to-Europe  and  back  again. 

Sure,  there  will  be  bilateral  deals, 
such  as  that  of  France  and  Iran,  di- 


rect producer-consumer  loans  (Iran 
and  Great  Britain),  direct  oil  coun- 
try investments  (Iran  and  Krupp)  and 
Arab  promises  to  lend  some  money 
to  various  international  agencies.  But 
for  two  years  at  least,  the  bulk  of  the 
oil  money  will  remain  liquid  until  the 
Arabs  decide  what  to  do  with  it.  After 
that,  besides  investing  directly  in  the 
U.S.,  the  Arabs  will  use  the  U.S.  ex- 
tensively as  a  conduit  for  investing  in 
other  countries.  This  may  be  true 
even  for  investments  in  their  own 
Middle  East  (Forbes,  Aug.  1). 

The  U.S.  won't  be  alone.  Interna- 
tional organizations  and  countries  such 
as  Germany,  Britain  and  Switzerland 
will  probably  be  involved  to  some  de- 
gree. But  the  U.S.,  because  it  is  the 
most  solvent,  stable  Western  nation, 
and  because  it  has  large  capital  mar- 
kets, will  be  playing  the  major  role. 

How  well  the  U.S.  carries  out  its 
new  role  will  determine  whether  the 
years  ahead  will  be  reasonably  pros- 
perous, or  will  witness  a  return  to  the 
chaos  and  suffering  of  the  1930s. 

No  Further 

So  far,  the  recycling  function  has 
.been  fulfilled  by  commercial  banks 
through  the  Eurodollar  markets.  The 
Arabs  have  been  depositing  dollars 
and  (in  smaller  amounts)  pounds 
sterling  with  banks  in  London  and 
in  New  York.  The  banks,  in  turn, 
have  been  lending  money  to  Britain, 
France,  Peru,  etc. 

The  banks  are  now  close  to  the 
end  of  that  road.  Says  John  Haley, 
executive  vice  president  of  Chase 
Manhattan:  "Personally,  I  do  not  feel 
that  the  commercial  banking  system 
can  do  a  second  act." 

"What  is  emerging,"  notes  Larry 
Wilkes,  senior  vice  president  of  First 
National  In  Dallas  and  general  man- 
ager of  its  London  operations,  "is  the 
unwillingness  of  commercial  banks  to 
accept  a  disproportionate  share  of  the 
recycling  responsibility." 

First,  many  commercial  banks  no 
longer  have  an  adequate  capital  base 
to  make  more  long-term  loans.  Arab 
deposits  could  be  withdrawn  on  a 
moment's  notice. 

Second,  countries  are  becoming  less 
and   less    creditworthy   as   they   bor- 


Treasury  Boss  William  Simon 

row  more  and  more  to  pay  for  oil. 
Italy,  which  has  borrowed  $10  bil- 
lion in  the  last  two  years,  is  an  ex- 
treme example.  Britain,  even  with  the 
fabulous  potentials  of  the  North  Sea, 
is  in  bad  shape.  The  British  recently 
had  to  borrow  directly  from  the  Shah 
of  Iran.  As  one  British  banker  asks, 
"With  our  political  and  economic  sit- 
uation as  dodgy  as  it  is,  will  not  the 
Arabs  lose  their  nerve  and  get  out  of 
sterling  to  a  considerable  extent?" 

The  situation,  as  Chase's  Haley 
points  out,  is  that  the  banks  have  suc- 
cessfully managed  the  early  months 
of  the  oil  crisis.  But  now  someone  else 
will  have  to  fill  the  role.  Only  the  U.S. 
Government  is  big  enough  to  do  it. 
That  explains  Secretary  Simon's  bond- 
selling  trip  to  Saudi  Arabia.  The  main 
obstacle  in  the  way  of  an  Arab  flood 
of  buying  Treasury  bonds  and  bills  is 
their  request  for  some  sort  of  infla- 
tion hedge.  "The  only  thing  that  can 
absorb  the  Arab  oil  money  without 
limit  are  government  obligations," 
says  Geoffrey  Bell,  a  highly  respected 
economist  and  a  director  of  Schroder 
International  Ltd.  in  London. 

The  rough  picture  would  be  this: 
Arab  capital  money  will  pour  into 
U.S.  capital  markets,  financing  U.S. 
Government  deficits,  or— if  the  deficit 
is  eliminated— buying  up  existing  gov- 
ernment debt.  This  would  free  huge 
amounts  of  money  for  the  U.S.'  now 
hard-pressed  capital  markets.  But 
some  of  it  would  have  to  be  recycled 
through  the  capital  market  back  to 
Europe  and  the  world's  other  oil- 
deficit  areas. 

But  why  should  the  U.S.  lend  to 
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The  World's  new  recycling  process 
is  illustrated  by  the  upper  triangle. 
Eventually,  though,  the  U.S. 
will  have  to  absorb  more  imports 
(below).  Query:  Will  domestic  pol- 
itics let  us  play  this  key  role? 


Europe  when  the  Arabs  won't?  Why 
lend  money  to  enable  countries  to  live 
beyond  their  means?  Would  this  sim- 
ply create  a  large  number  of  national 
Penn  Centrals? 

The  sad  answer  is  that  U.S.  relend- 
ing  to  Europe  would  make  sense  only 
if  the  foreign  countries  themselves 
take  steps  to  reduce  their  level  of 
consumption  and  to  export  more.  The 
Italians  will  have  to  eat  less  meat  and 
more  pasta;  they  have  already  started. 
The  Japanese  will  have  to  postpone 
badly  needed  housing  and  divert  the 
materials  and  labor  into  export  goods; 
again,  they  have  already  begun. 

Considering  all  this,  Robert  Roosa, 
the  famed  monetary  expert  who  is 
now  a  partner  at  Brown  Brothers 
Harriman,  argues  that  the  U.S.  should 
channel  as  much  as  possible  of  its 
lending  to  Europe  through  the  Inter- 
national Monetary  Fund.  "The  IMF," 
he  says,  "should  take  the  onus  for  try- 
ing to  impose  restraints." 

But  the  IMF  may  not  be  adequate 
to  the  task.  "The  new  IMF  oil  fa- 
cility, which  has  pledges  of  $3  bil- 
lion, is  far  too  small  to  deal  with  a 
$40-billion    problem,"    says    Richard 
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Cooper,  professor  of  economics  at 
Yale.  Cooper  suggests  that  central 
banks,  "with  the  Fed  first  among 
equals,"  agree  to  rediscount  commer- 
cial bank  oil  loans.  "This  way,  com- 
mercial banks  could  continue  their 
loans  to  countries  like  Denmark  be- 
yond what  they  normally  would  do. 
This  would  make  Arabs  and  bankers 
more  comfortable." 

However,  oil  loans,  no  matter  how 
skillfully  recycled,  are  only  a  stopgap 
measure.  Ultimately,  the  oil-deficit 
countries  must  earn  foreign  exchange 
to  pay  for  the  oil.  Lewis  Preston, 
Morgan  Guaranty's  executive  vice 
president  and  its  international  depart- 
ment's head,  points  out:  "I  think  the 
U.S.  has  got  to  be  prepared  to  run  a 
trade  deficit  of  some  magnitude  so 
that  the  adjustment  process  can  be 
accomplished.  Trade  patterns  are  go- 
ing to  change,  not  just  between  oil 
consumer  and  oil  producer,  but 
among  consumers." 

What  does  this  mean?  It  may  mean 
that  the  U.S.  will  again  be  taking 
large  quantities  of  Japanese  steel. 
With  the  dollar  earnings,  the  Japa- 
nese will  pay  for  oil.  And  the  Arabs 
will  return  the  dollars  to  the  U.S.  as 
investments  in  one  form  or  another. 
This,  of  course,  is  a  long-term  solution. 

"The  real  question  is,"  says  Preston, 
"are  we  prepared  to  take  increased 
Japanese  imports,  for  instance,  on  the 
theory  that  we're  going  to  benefit 
from  capital  flows?"  The  U.S.  would 
then  be  running  permanent  deficits  in 
its  balance  of  trade,  but  huge  sur- 
pluses on  capital  flows. 

There  is  an  obvious  advantage  to 
the  U.S.  By  buying,  say,  Japanese 
steel,  we  can  avoid  the  huge  invest- 
ments necessary  to  expand  our  own 
steel  industry.  The  capital  can  instead 
be  channeled  into  other  investments 
and  the  price  of  steel  can  be  held 
down;  the  rate  of  inflation  in  the  U.S. 
would  be  slowed. 

But  there  are  tremendous  disad- 
vantages, too,  especially  to  industries 
like  steel  and  textiles  and  aluminum, 
which  would  lose  much  of  their  future 
growth  to  imports.  The  political  prob- 
lems are  scary. 

And,  of  course,  the  U.S.  has  its 
own  oil  problems,  what  with  a  petro- 
leum import  bill  that  will  reach  $25 
billion  this  year.  For  1974  the  prob- 
lem is  manageable,  thanks  to  our  re- 
duced but  still  considerable  agricul- 
tural and  other  exports,  though  as  our 
customers  abroad  decrease,  so  will  our 
exports.  But  the  U.S.  is  immeasurably 
better  off  than  almost  any  other  in- 
dustrial country.  That  is  why  we  are 
squarely  in  the  middle. 

Can  the  U.S.  rise  to  the  challenge? 
The  only  answer  can  be:  Consider 
the  alternatives.  ■ 


As  I  See  It 

HowToMak 
The  Arabs 
Feel  Safe 
About  Theii 
Money 


In  the  preceding  article,  Forbes 
cusses  the  horrendous  implicatior 
the  redistribution  of  wealth  fron 
dustrial  nations  to  oil  nations.  In 
interview,  an  economist  sugges 
way  to  put  some  of  the  Arabs' 
wealth  to  productive  yet  secure  v\ 

David  T.  Kleinman  is  a  speciali 
international  finance  at  New  Y< 
Fordham  University.  He  knows  itk 
markets  well,  having  helped  resl 
ture  Brazil's  once-primitive  ca 
market,  thus  aiding  the  Brazilian 
nomic  takeoff. 

Kleinman  is  an  advocate  of  inc 
zation— that  is,  tying  interest  rate 
inflation  in  such  a  way  that  lem 
capital  is  not  eroded  by  rising  f 
levels;  the  higher  goes  inflation, 
higher  go  interest  rates.  Kleinmai 
gues  that  the  Arabs  are  more  s 
rity  conscious  than  profit  consci 
He  agrees  there  is  no  way  to  persi 
them  to  invest  long  range,  bu 
does  feel  that  protection  by  in( 
zation  will  persuade  them  to  I 
their  short-term  deposits  in  pi 
That  way  the  banks  can  safely 
the  money  to  work  in  longer-i 
projects  and  in  countries  other 
the  U.S.  Thus,  existing  financial  i 
tutions  can  do  the  job,  and  a  w 
new  structure  would  not  be  neces 


Kleinman:  The  energy  crisis 
duced  consumption  all  over  the  \\ 
by  roughly  $100  billion.  Pe 
spent  more  for  gasoline  and  the  t 
gy  components  of  necessities  ani 
had  less  to  spend  on  other  th: 
Not  only  was  that  money  cut  off  i 
consumption  and  investment  caj 
but  in  addition,  it  was  exported, 
ating  serious  balance-of-payments 
icits.  The  only  nonoil-producing 
tion  that  is  not  suffering  a  t 
deficit  today  is  Germany,  and 
U.S.  deficit  is  very  minor. 

Now,  no  country  can  live  wil 
large  trade  deficit  very  long  unle 
has  a  reserve  currency  that  is  ace 
able  to  the  Arabs,  as  German) 
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Economist  Kleinman 


the  U.S.  have.  So  most  countries  have 
to  increase  their  exports  and  decrease 
their  imports.  This  is  not  easy.  Italy, 
for  example,  is  running  a  $l-billion-a- 
month  trade  deficit.  Most  of  that  is 
for  raw  materials  and  machinery, 
which  they  have  to  keep  importing. 
The  same  thing  is  true  for  Great 
Britain  and  Japan.  Yet  there's  no  way 
of  increasing  exports  significantly  be- 
cause everyone  else  is  in  the  same 
boat.  There  will  be  some  sort  of  col- 
lapse, whether  governments  design  it 
or  whether  they  let  market  forces 
play  their  role,  because  the  interna- 
tional monetary  system  is  not  recy- 
cling those  reserves. 

At  the  moment  those  reserves— the 
Arab  oil  profits— are  mostly  in  short- 
term  dollar  deposits,  aren't  they? 

Kleinman:  A  small  fraction  of  it  is 
being  used  to  import  goods,  but  the 
balance  of  the  excess  reserves,  which 
are  now  accumulating  at  an  annual 
rate  of  about  $70  billion,  is  put  into 
European  banks  in  the  form  of  Eu- 
rodollar deposits  or  into  the  U.S.  in 
demand  deposits,  to  a  lesser  extent 
in  time  deposits,  to  some  extent  in 
Treasury  bills  and  to  an  increasing 
extent  in  some  other  short-term  bank 
instruments  like  certificates  of  deposit. 
In  both  cases,  these  deposits  are 
dangerously  inflationary. 


Inflationary?  Why? 

Kleinman:  Several  reasons.  First,  be- 
cause a  good  portion  of  these  addi- 
tional reserves  are  just  currencies  that 
are  newly  printed  by  the  reserve 
currency  countries— U.S.  Treasury 
bills,  for  example.  Second,  when  the 
Arabs  do  place  these  funds  in  the 
short-term  end  of  the  market  most 
of  them  will  end  up  on  deposit  at 
commercial  banks  either  directly  or 
indirectly. 

If  they  buy  Treasury  bills,  for  ex- 
ample, the  government  leaves  a  good 
deal  of  the  money  with  the  commer- 
cial banks  from  whom  the  Treasury 
bills  have  been  bought.  The  govern- 
ments could  pick  all  that  money  up 
by  open-market  operations,  but  in 
practice  they  don't.  Then  there  is  all 
the  money  that  goes  directly  into  com- 
mercial bank  demand  deposits,  CDs 
and  so  forth.  So  all  that  these  depos- 
its do  is  swell  the  reserves  of  com- 
mercial banks  throughout  the  world. 
Then,  if  deposits  are  made  in  city 
banks  where  reserve  requirements 
are  around  16.5%,  the  money  supply  is 
increased  by  a  multiple  of  six  times 
that  amount.  The  tighter  money  is, 
the  faster  that  happens. 

And,  of  course,  that's  hot  money 
that  could  be  withdrawn  suddenly- 
leaving  banks  in  a  liquidity  squeeze. 

Kleinman:  Yes,  I  think  it's  quite  dan- 
gerous for  U.S.  commercial  banks  to 
accept  such  deposits  from  the  Saudis 
and  others.  But  even  if  it's  not  with- 
drawn, it  creates  inflation  in  the  U.S. 
in  still  another  way.  What  happens 
if  all  that  money  is  now  competing 
for  these  CDs  and  Treasury  bills? 
It  pushes  the  rates  down.  It  doesn't 
allow  the  Federal  Reserve  and  other 
central  banks  to  employ  monetary 
policy  effectively  to  fight  inflation. 
Treasury  bills  are  now  7.5%  to  8.5% 
on  an  annual  basis,  CDs  slightly  high- 
er. But  inflation  is  at  12%  to  13%.  So 
you  have  a  negative  interest  rate  that 
swells  the  demand  for  credit. 

And  the  Eurodollar  market  spreads 
that  inflation  around  the  world? 

Kleinman:  Yes,  as  a  worldwide  mar- 
ket for  borrowing,  it  does  that  auto- 
matically. The  main  thing  that 
spreads  inflation  around  the  world, 
however,  is  the  floating  exchange  rate 
system.  Because  at  any  point  in  time 
a  number  of  currencies  are  going  to 
be  undervalued.  So  other  countries 
rush    to   buy    goods    there,    creating 


shortages  in  the  process.  We  overde- 
valued  here  in  the  U.S.  and  created 
an  enormous  demand  for  our  agricul- 
tural products,  our  paper  products 
and  so  forth  overseas  where  prices  for 
these  goods  are  still  higher  than  here. 
So  prices  rise  here  and  the  hot  money 
goes  elsewhere.  But  prices  here  will 
tend  to  remain  at  the  inflated  levels. 
And  there  is  never  a  downward  cor- 
rection, because  you  can't  tolerate 
it.  It  would  cause  immediate  depres- 
sion in  most  of  these  countries,  and 
they  just  won't  stand  for  that. 

But  isn't  the  Eurodollar  market  dry- 
ing up  at  the  moment? 

Kleinman:  Yes,  it  is,  and  this  is  a 
far  more  serious  problem.  The  num- 
ber of  would-be  borrowers  has  tripled. 
If  countries  are  running  high  deficits, 
they  authorize  government  agencies 
and  companies  to  borrow  in  overseas 
markets  to  finance  imports.  But  at  the 
same  time,  the  number  of  suppliers  is 
declining  all  the  time. 

Take  IBM-Italy,  for  example.  It  is 
very  profitable  in  lire.  Normally  the 
treasurer  of  IBM-Italy  would  deposit 
his  profits  in  dollar  form  through  the 
London  banks.  But  nobody  wants  to 
hold  lire  these  days,  so  you  can  ex- 
change them  for  dollars  only  at  a  very, 
very  low  rate  for  the  lira.  So  for  all 
practical  purposes,  IBM-Italy  is 
locked  out  of  the  Eurodollar  market 
as  a  supplier  of  funds. 

In  my  opinion,  within  two  years 
or  less,  80%  of  the  deposits  in  the 
Eurodollar  market  will  be  coming 
from  the  half-dozen  oil-producing 
states.  And  at  that  point  it's  no  longer 
a  market. 

Then  what? 

Kleinman:  How  do  you  suppose  big 
U.S.  commercial  banks  finance  five- 
and  six-year  loans  to  South  American 
countries,  for  example?  By  borrowing 
the  funds  in  the  Eurodollar  market  in 
clips  of  six  months  at  a  time  and  then 
rolling  them  over.  If  the  Eurodollar 
market  dries  up— as  I  think  it  will— 
they  will  be  stuck  with  billions  of  dol- 
lars in  loans  to  countries  where  the 
possibility  of  repayment  is  getting 
worse  all  the  time.  Italy  is  an  even 
more  dramatic  example. 

U.S.  banks  are  probably  into  Italy 
for  $10  billion  to  $15  billion,  and 
Italy  can't  meet  its  obligations  now. 
So  the  U.S.  banks  are  forced  to  re- 
new those  loans  by  drawing  on  the 
Eurodollar  market.  What  happens  if 
the  Arabs  start  pulling  their  money 
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out  of  the  Eurodollar  market  because 
they  think  it's  too  dangerous?  Be- 
cause they  don't  think  Italy  or  Argen- 
tina or  any  of  the  other  borrowers 
will  ever  be  able  to  repay?  Then  U.S. 
banks  would  have  to  try  to  get  the 
Federal  Reserve  to  take  over  all  those 
loans— to  rediscount  them. 

Nov/  the  Fed  can  provide  liquidity 
like  that  when  it's  needed.  But  the 
problem  is  so  large  that  I  don't  think 
they  can  do  it  for  any  length  of 
time.  Just  a  couple  of  weeks  ago  the 
major  central  banks  agreed  in  Basel 
not  to  let  any  of  their  domestic  banks 
go  under.  But  just  what  will  happen 
in  practice  remains  to  be  seen. 

So  you  are  predicting  a  worldwide 
economic  collapse?  A  real  depression? 

Kleinman:  I  think  there  could  be  a 
very  drastic  depression,  yes.  Unless 
we  move  to  a  worldwide  system  of 
full  monetary  correction— indexiza- 
tion— and  promptly  resolve  this  re- 
cycling problem.  What  worries  me  is 
whether  we  can  do  it  soon  enough. 
You  see,  I  think  it  is  the  artificial  de- 
mand for  credit— stimulated  by  cheap 
money— that's  responsible  for  many 
of  our  problems.  Indexing  or  mone- 
tary correction  would  eliminate  that. 

Undoubtedly  you're  familiar  with 
the  tremendous  amount  of  negative 
comment  that  indexing  has  gotten 
in  this  country  of  late. 

Kleinman:  Oh,  yes.  But  these  pro- 
tests will  vanish  right  along  with  the 
long-term  capital  market.  All  these 
protests  against  indexization  were  al- 
so voiced  in  Brazil  prior  to  1967,  you 
know.  I  was  told  it  was  impossible- 
it  would  draw  everyone's  attention 
to  inflation,  causing  them  to  spend 
their  money  more  quickly— and  that 
it  would  increase  the  cost  of  capital. 

But  that  is  exactly  what  is  re- 
quired, you  see,  to  increase  the  cost 
of  capital.  When  inflation  gets  truly 
destructive  is  when  real  resources 
are  used  unproductively.  In  Chile 
during  the  Sixties  people  could  not 
buy  inflation-corrected  instruments  in 
the  capital  market,  so  they  bought 
two  and  three  automobiles  as  a  store 
of  value.  But  automobiles  depreciate 
over  five  or  six  years.  It  was  an  enor- 
mous waste  of  national  assets  that 
took  place.  In  a  country  as  sophisti- 
cated as  the  U.S.,  that  kind  of  ruin- 
ous distortion  would  happen  more 
quickly.  Because  people  will  realize 
sooner  how  cheap  capital  at  negative 
interest  rates  really  is. 


I  told  a  high  official  in  France  that 
the  first  European  nation  operating  in 
the  Eurodollar  market  that  tried  in- 
dexing will  force  every  other  nation 
into  indexing,  and  he  agreed  with  me. 
It  was  possible  to  isolate  the  Bra- 
zilian capital  market  from  the  rest  of 
South  America  because  they  were 
not  interconnected.  But  you  can't  do 
that  in  Europe.  If  France  decided  to 
index  its  monetary  sector,  including 
the  Eurodollar  trading  done  out  of 
Paris,  there's  no  way  for  London  to 
continue  trading  Eurodollar  curren- 
cies in  a  nonindexed  fashion.  I 
wouldn't  be  surprised  if  Italy  steals 
a  march  on  everybody  else  here.  They 
need  the  deposits. 

But  what  are  you  going  to  do 
about  all  that  inflationary  short-term 
Arab  money?  Try  to  persuade  the 
Arabs  to  invest  long  term? 

Kleinman:  That  would  be  out  of  the 
question,  I  think.  It  simply  is  not  fea- 
sible for  Saudi  Arabia  to  take  excess 
reserves,  which  they  are  accumulat- 
ing at  the  rate  of  $25  billion  a  year, 
and  build  up  a  $125-billion  position 
in  U.S.  stocks,  bonds  and  real  estate 
because  they  would  not  be  able  to 
pull  it  out  if  they  want  it,  or  if  they 
feel  the  currency  is  about  to  be  de- 
valued, or  if  they  feel  the  economy  is 


in  trouble.  The  market  would  col- 
lapse. Nor  is  it  politically  feasible  for 
the  Arabs  to  say  we  have  all  this  mon- 
ey, but  we  can't  build  that  school,  or 
that  dam,  or  that  road  because  it's  all 
invested  in  the  U.S.  No  government 
could  say  that  and  survive. 

Then  how  do  you  get  those  Arab 
riches  properly  recycled? 

Kleinman:  Well,  what  I  would  not 
do— as  I  recently  told  Gumersindo 
Rodriguez,  the  Minister  of  Planning 
in  Venezuela— is  to  lend  most  of  that 
money  to  the  World  Bank,  the  Inter- 
national Monetary  Fund,  the  Inter- 
American  Bank  or  directly  to  other 
countries.  It  would  be  re-lent  by 
these  institutions  to  borrowers  whose 
ability  to  repay  is  getting  worse  all  the 
time.  The  IMF  is  set  up  essentially  to 
cover  balance-of-payments  deficits. 
Now  when  is  Argentina  ever  going  to 
be  in  a  position  to  repay  the  money 
it  borrows  from  the  IMF,  given  cur- 
rent oil  prices?  So  if  Venezuela  gives 
the  IMF  money,  all  it  does  is  build 
up  the  external  debt  of  Argentina 
and  other  similar  countries— which  is 
inflationary.  The  World  Bank  takes 
two  years  just  to  identify  projects  to 
invest  in.  It  simply  can't  use  up  the 
money  fast  enough. 

The  way  Venezuela  and  the  Arab 
countries  will  get  that  money  back 
again  and  recycle  those  reserves  prop- 
erly is  to  lend  it  out  short  term  to 
major  commercial  banks  all  over  the 
world.  Make  it  available  to  whoexer 
buys  security-credits,  like  broker-cred- 
its down  on  Wall  Street.  Suppose  in 
the  Andean  Community,  for  example, 
there  will  be  roughly  $1  billion  worth 
of  marketable  securities— half  in 
bonds,  half  in  stocks.  The  Venezuelan 
government  can  then  say  whoe\ei 
owns  those  securities  can  borrow  hall 
of  their  market  value  from  the  banks 
who  get  it  from  us.  Let's  say  you  seed 
a  thousand  projects  that  way.  The 
money  can't  be  absorbed  right  away, 
so  it  is  deposited  in  the  Eurodollar 
market  short  term.  You  have  restored 
the  market  mechanism  because  \>>u 
have  a  thousand  depositors  again  in- 
stead of  just  six. 

If  the  lending  were  done  by  symli 
cates  of  local   and   foreign   banks,    it 
would  be  impossible  for  any  country 
to  try  to  freeze  that  money  without 
ruining    its    credit    standing    in    the 
process.   So  not  only  is   it    safe,   and 
fast,  it  is  more  profitable  l<»i   the  oil- 
producing  nations.  What   is  the  altei 
native?  Losing  5%  a  year  in  U.S    In  i 
sury  bills?  ■ 
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A  Smell-Less  Story 


The  triumphs  of  modern  management.  Or,  how  a  fifth-generation  president  brought 
the  sweet  smell  of  success  to  the  family's  baking  soda  business. 


Check  your  refrigerator  right  now. 
Inside  there's  probably  an  open  box 
of  Arm  &  Hammer  baking  soda, 
which— according  to  a  TV  ad  claim- 
eliminates  foul  odors.  Thanks  to  Amer- 
icans' compulsive  fear  of  offensive 
smells  and  the  fact  that  baking  soda 
really  does  absorb  them,  about  70% 
of  the  nation's  refrigerators  now  con- 
tain that  familiar  yellow  package. 

Since  1970,  such  marketing  has 
doubled  sales  and  tripled  profits  for 
Church  &  Dwight,  the  small,  family- 
owned  firm  that  makes  Arm  &  Ham- 
mer. This  year  it  should  earn  $3  mil- 
lion on  sales  of  $50  million. 

Things  weren't  always  so  good. 
When  Dwight  Church  Minton  took 
over  from  his  father  in  1969,  New 
York-based  Church  &  Dwight  had 
about  as  much  glamour  as  you'd  ex- 
pect from  a  125-year-old  one-prod- 
uct company.  Though  its  baking  soda 
had  a  near  100%  market  dominance, 
sales  were  declining.  Most  corporate 
income  came  from  a  $12-million  in- 
vestment portfolio.  "The  old  gentle- 
men put  money  aside  to  provide  for 
the  possibility  of  building  a  plant," 
explains  Minton,  39  years  old  and  a 
fifth-generation  descendant  of  the 
company's  founders. 

Despite  his  respect  for  tradition, 
Minton  put  together  a  young  manage- 
ment team  and  aimed  for  growth. 
"We  were  good  business  school  types," 
says  Minton,  who  earned  his  MBA  at 
Stanford  in.  1961.  "We  decided  that 
diversification  and  new  products  were 
going  to  be  our  salvation."  Church  & 
Dwight  launched  a  spray  disinfectant 
and  bought  a  regional  manufacturer 
of  household  cleaners  called  Tidy 
House.  But  there  was  one  problem: 
Since  Arm  &  Hammer  sales  were  fall- 
ing, the  company  couldn't  support 
new  ventures.* 

"So  we  shifted  to  trying  to  make 
what  we  had  grow,"  says  Minton. 
"People  tend  to  have  our  product 
[Arm  &  Hammer  is  in  over  90%  of 
the  nation's  homes].  Our  problem  is 
teaching  them  another  way  to  use  it." 

Fortunately  for  Church  &  Dwight, 


baking  soda  has  chemical  properties 
that  are  amazingly  adaptive.  "It's  like 
a  shmoo— it  does  almost  anything  you 
want  it  to,"  says  Robert  Palmer,  presi- 
dent of  Kelly,  Nason  Inc.,  the  ad  agency 
that  got  Arm  &  Hammer's  $6-million 
account  five  years  ago.  For  example, 
a  new  marketing  pitch  touts  Arm  & 
Hammer  as  an  additive  to  cat  sand, 
where  it  can  also  cut  odors. 

Church  &  Dwight's  chemical  divi- 
sion produces  about  20%  of  corporate 
revenue  by  selling  in  bulk  to  baking, 
pharmaceutical  and  fire  extinguisher 
companies.  Applications  are  diverse: 
Baking  soda  as  an  antacid  is  a  major 
ingredient  in  Alka-Seltzer;  Colgate's 
new  Peak  toothpaste  contains  baking 
soda;  Johnson  &  Johnson  is  introducing 
a  soda-based  body  freshener  called 
Shower  to  Shower. 

After  Arm  &  Hammer  sales  started 
to  climb,  Church  &  Dwight  began  again 
to  diversify.  Now  the  company  sells 
a  nonphosphate  laundry  detergent. 
Coming  onto  the  market  is  an  oven 
cjeaner  made  from  baking  soda.  To 
show  how  safe  that  product  is— and 
perhaps,  how  appealing— President 
Minton  ate  a  sample  during  a  recent 
Forbes  interview. 

Church  &  Dwight  seems  to  have  a 
lock  on  its  markets.  Sure,  there  is 
some  competition  for  industrial  cus- 
tomers from  giants  like  BASF-Wyan- 
dotte  and  Diamond  Shamrock  Chemi- 

Minton  of  Church  &  Dwight 


cal,  but  Church  &  Dwight  has  the 
lion's  share.  On  the  consumer  side, 
American  Home  Products  or  Procter 
&  Gamble  could  start  an  identical 
product  tomorrow.  But  sales  wouldn't 
come  easy.  "Their  box  wouldn't  say 
Arm  &  Hammer,"  boasts  Minton,  who 
calls  his  100-year-old  brand  name 
"the  standard  of  measurement"  for 
product  recognition. 

Just  to  add  to  potential  competitors' 
potential  problems,  there's  a  world- 
wide shortage  of  soda  ash.  Long-term 
contracts  with  Allied  Chemical  keep 
Church  &  Dwight's  plants  supplied. 

The  growth  trend  has  brought 
Church  &  Dwight  out  of  the  closet 
of  private  ownership,  though  Minton 
concedes,  "Over  80%  of  our  stock  has 
never  been  sold;  it's  just  passed  along 
in  family  wills."  There's  a  thin  over- 
the-counter  market  for  Church  & 
Dwight  shares,  which  trade  at  a  price/ 
earnings  multiple  of  16.  The  company 
recently  filed  a  registration  statement. 

No  story  about  Church  &  Dwight 
would  be  complete  without  dispelling 
a  popular  misconception  about  the 
company.  For  the  record,  Arm  &  Ham- 
mer baking  soda  has  absolutely  no 
connection  with  Armand  Hammer,  the 
chief  executive  of  Occidental  Petrole- 
um. Says  Minton:  "We  occasionally 
get  indignant  letters  from  people  who 
think  we've  been  making  deals  with 
the  Russians."   ■ 
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Cosmetics 


We're  sorry  to  say  it,  but  the  girl  has  lost  her  glamour.  She  is 
going  to  disappoint  a  good  many  of  her  admirers. 


"First  floor!  Cosmetics,  perfumes, 
dreams  and  illusions."  How  else 
should  a  department  store  elevator 
operator  describe  what's  for  sale  on 
the  main  floor  of  New  York's  Bloom- 
ingdale's,  home  of  the  nation's  No. 
One  cosmetics  center?  There,  glamor- 
ous salespeople  hawk  the  latest  dream 
potions  to  young  women  who  want 
to  look  sophisticated,  to  sophisticated 
women  who  want  to  look  younger  and 
to  occasional  young  men  who .  .  . 
well,  you  know. 

But  almost  unnoticed,  consumers 
have  started  to  get  by  with  a  little 
less  illusion  than  they  once  did.  An- 
nual per-capita  consumption  of  cos- 
metics and  toiletries  soared  from  $9 
to  $32  between  1950  and  1971.  Pro- 
jected into  the  indefinite  future,  these 
figures  indicated  glowing  prospects  for 
cosmetics.  But  the  optimists  seemed 
to  have  forgotten  two  phrases:  "sat- 
uration" and  "changing  lifestyles." 

Those  two  phrases  add  up  to  this: 
The  $8-billion  cosmetics  and  toiletries 
industry  has  been  a  make-believe 
growth  industry  since  1970.  Since 
then  it  has  been  growing  only  about 
5%  a  year  in  the  U.S.  Paper  or  steel 
or  copper  can  do  as  well  as  that.  And 
the  future  looks  no  better. 

That's  the  worst  possible  news  for 
Revlon,  Faberge,  Gillette,  Alberto- 
Culver,  Avon  and  a  slew  of  drug  com- 
panies that  diversified  into  the  field 
with  Wall  Street's  blessings.  Those 
companies  once  commanded  price/ 
earnings  multiples  of  upward  of  50. 
Even  today  they  sell  at  far  richer  mul- 
tiples than  most  industrial  stocks. 

But  today  the  cosmetics  and  toilet- 
ries business  is  like  the  mature  wom- 
en in  tight  slacks  you  see  parading 
around  Beverly  Hills.  From  across  the 
street,  they  look  pretty  good.  But  up 
close,  you  see  the  wrinkles  and  bulges. 
Among  the  aging  glamour  girls  are: 

•  Avon,  whose  U.S.  cosmetics  are 
growing  at  less  than  5%  these  days. 

•  Colgate's  Helena  Rubinstein, 
which  lost  $4  million  in  the  U.S.  in 
1972  and  an  undisclosed  amount  last 
year,  even  though  it  was  profit- 
able overseas. 

•  Eli  Lilly's  Elizabeth  Arden,  which 
has  lost  $6.5  million  since  1970. 

•  Alberto-Culver,  which  posted 
lower  sales  and  virtually  no  earnings 
this  year,  despite  spending  over  35% 
of  its  $184  million  in  revenues  on  ad- 
vertising its  unwanted  products. 

•  Bristol-Myers'  Clairol,  which  has 
boosted    sales    a    paltry    11%    in    the 


three  years  since  1970. 

•  Chesebrough-Pond's,  whose  toi- 
letries sales  declined  by  over  3%,  to 
$121  million,  last  year. 

Throughout  the  industry,  as  youth 
gives  way  to  maturity,  what  were 
once  shrugged  off  as  "things  that  don't 
affect  us"  are  now  developing  into  ma- 
jor headaches.  Certainly  inflation  is 
taking  a  heavy  toll.  When  the  Avon 
lady  comes  calling  these  days,  she  is 
likely  to  encounter  a  customer  who 
no  longer  has  anything  to  spare  from 
the  weekly  grocery  money,  whose 
husband  has  decided  to  make  the  old 
car  do  for  another  year  and  whose 
family  has  just  decided  to  spend  the 
summer  vacation  "taking  it  easy  in  the 
backyard."  The  conventional  wisdom 
is  that  cosmetics  can  weather  hard 
times  because  people  are  always  will- 
ing "to  invest  in  hope,"  as  one  beauty 
editor  puts  it.  Perhaps  so.  But  who 
says  you  have  to  buy  $20  worth  of 
hope  when  $3  worth  might  do? 

Peter  Godfrey,  who  created  Love 
cosmetics  for  SmithKline's  Menley  & 
James  subsidiary,  concedes  that  wo- 
men have  become  more  cost-con- 
scious: "People  are  beginning  to  won- 
der what  the  difference  is  between  a 
$20  night  cream  and  a  $3.50  one. 
The  increasing  trend  is  to  buy  more 
reasonably  priced  cosmetics." 

Inflation  has  chipped  away  another 
advantage  the  industry  long  enjoyed. 
In  the  past  the  cost  of  the  product 
and  its  packaging  were  proportionate- 
ly small  items;  if  they  rose,  it  was  no 
trouble  at  all  to  pass  on  the  higher 
costs.  But  now  it  is  getting  amost  im- 
possible to  raise  prices.  In  fact,  con- 
cedes Gillette  Chairman  Vincent  C. 

Fashion  Calendar 

Down  through  the  ages,  one  touch 

of  cosmetic  illusion  or  another  has 

always  been  "in"— be  it  16th  century 

patches,  the  Twenties'  beauty  mark, 

the  Thirties'  pencil-thin  eyebrows, 

or  whatnot.  But  now  comes  the 

"natural  look,"  which  amounts  to 

little  more  than  an  industry  effort 

to  persuade  yesterday's  hippie  and 

today's  liberated  woman  not  to 

quit  cosmetics  altogether.  The 

argument:  You  need  a  little  rouge 

and  lipstick  to  look  really 

natural.  Suddenly,  cosmetics  are 

no  longer  "in."  That  spells,  if 

not  a  decline  for  the  business, 

at  least  saturation. 


1600s-Patches 


1920s-Beauty  Mark 


A 


1930s— Pencil  Eyebrows 


1940s-Lips 
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Ziegler:  "Prices  sure  as  hell  have  been 
under  pressure."  Ziegler  speaks  from 
painful  experience.  In  spite  of  such 
great  new  products  as  the  Trac  II 
razor,  Gillette's  profit  margins  have 
relentlessly  declined  for  the  past  seven 
years  now. 

The  Population  Balloon 

The  industry  retains  a  brave  face. 
Gillette  is  the  world's  largest  toiletries 
company.  Chairman  Ziegler,  while 
acknowledging  that  "domestic  growth 
of  toiletries  has  slowed,"  goes  on  to 
note  that  his  prime  25-to-34-year-old 
market  is  expanding.  Some  12  mil- 
lion persons  will  enter  that  age  group 
in  the  Seventies,  compared  with  only 
2  million  in  the  Sixties.  Says  Ziegler: 
"The  prospects  for  toiletries  are  much 
better  in  the  Seventies  than  they  were 
in  the  past." 

But  let's  puncture  that  population 
balloon  right  now.  The  Seventies  are 
half  over,  and  that  population  growth 
has  not  translated  into  sales  growth. 
Why?  It  looks  like  a  bad  case  of  chang- 
ing lifestyles.  The  young  are  using 
less  cosmetics  than  their  older  sisters 
did.  They  are  using  them,  but  much 
more  sparingly. 

Statistics  are  hard  to  come  by.  The 
proof  takes  the  form  of  assertion  and 
anecdote.  Amelia  Bassin,  who  created 
Faberge's  Brut  and  Xanadu  lines 
some  years  ago  and  today  writes  for 
Drug  and  Cosmetics  Industry,  says 
flady:  "There  are  enough  kids  part- 
ly or  completely  off  makeup  today  to 
make  a  difference.  Privately,  people 
in  the  industry  admit  it." 

Mary  Neary,  who  has  run  her  own 
cosmetics  company  and  the  well- 
known  Mary  Neary  modeling  agency 
for  more  than  20  years,  says:  "I'll  be 
trying  to  show  ten  women  at  a  cos- 
metics party  how  to  make  themselves 
up,  when  in  walks  one  of  their  daugh- 
ters in  dungarees  making  cracks  about 
'that  crap'  on  their  faces.  A  great 
scene.  We  call  them  the  ugly  genera- 


The  Cosmetic  Chic— receptive  to  the  latest  in  sights,  scents  and  sex. 


tion.  Even  my  own  21-year-old  won't 
give  me  3  cents  for  cosmetics." 

Says  a  young  career  woman:  "I'm 
trying  to  kick  the  habit." 

"Why?"  asked  a  middle-aged  friend. 

"It's  an  unnecessary  bit  of  consump- 
tion," she  replied,  "a  kind  of  bondage. 
My  generation  got  started  on  it  when 
we  were  kids,  but  we  have  since  had 
our  consciousness  raised. 

"Anyhow,  realistically,  what  does 
natural-look  makeup  do  for  a  person?" 

In  the  old  days,  the  companies 
could  literally  manufacture  growth  by 
introducing  an  endless  number  of 
"new"  products—like  skin  creams  that 
smell  like  avocado  (ever  smell  an 
avocado?).  That  strategy  worked 
wonders  for  companies  like  Revlon  and 
Norton  Simon's  Max  Factor,  which 
have  introduced  hundreds  of  new 
items  while  expanding  their  lines  up- 
ward to  department  stores,  downward 
to  five-and-tens  and  supermarkets  and 
sideways  to  drugstores. 

Those  multiline  companies  are  in 
good  shape.  But  their  act  is  tough  to 
follow,  mainly  because  the  stores  are 
already  loaded  with  a  bewildering 
array  of  products  for  hair,  hands, 
armpits  and  what-have-you.  Family 
Circle's  beauty  editor  Mary  Milo  sug- 
gests, only  half  in  jest,  that  there 
ought  to  be  a  law  requiring  any  com- 
pany   that    introduces    three    "new" 


shampoos  to  retract  three  "old"  ones. 

It's  not  that  you  can't  put  over  a 
new  product.  It  is  simply  that  the 
cost  and  effort  can  be  forbidding.  Con- 
sider Love  cosmetics.  SmithKline's  Pe- 
ter Godfrey  and  advertising  super- 
star Mary  Wells  Lawrence  (the  wife 
of  Braniff  Airways  President  Harding 
Lawrence)  came  up  with  lemon  scent, 
see-through  packaging  and  phallus- 
like containers  aimed  squarely  at  the 
faddy,  but  presumably  booming, 
youth  market.  What  happened  to  that 
"sensual  assault  on  youth"?  Today, 
five  years  later,  Love  cosmetics  are 
still  losing  money,  and  Godfrey  is  cut- 
ting back  on  the  line,  changing  to 
"new"  natural  scents  like  cucumber 
(ever  smell  a  cucumber?)  and  shift- 
ing its  target  age  group  slightly. 

Speak  to  cosmetics  men  of  all  this 
and  they  will  reply:  "Ah,  but  the  grass 
is  greener  on  the  other  side."  The 
industry  is  depending  heavily  on  for- 
eign sales  picking  up  where  domes- 
tic sales  are  flattening.  Last  year,  Avon, 
Faberge,  Gillette,  Helena  Rubinstein 
and  Max  Factor  posted  from  33%  to 
more  than  60%  of  their  sales  ($3  bil- 
lion) and  a  higher  proportion  of  their 
$260-million  profit  overseas,  espe- 
cially in  Europe. 

Marketing  statistics  indicate  that  the 
overseas  market  is  ripe— in  more  ways 
than  one.  Says  Gillette's  Ziegler:  "Our 


m. 
1950s-Hair 


1960s-Eyes 


1970s-Natural  Look 
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surveys  show  that  80%  of  U.S.  men 
have  used  deodorants.  In  Sweden, 
where  the  European  usage  is  great- 
est, the  figure  is  55%;  it  ranges  down 
to  28%  in  Italy."  With  numbers  like 
that,  it  is  not  surprising  that  indus- 
try executives  forecast  a  10%  to  20% 
annual  overseas  sales  growth. 

But  just  because  the  market  exists 
does  not  mean  the  sales  will  follow. 
In  fact,  it  now  looks  like  the  trend 
may  go  the  other  way.  Under  the  im- 
pact of  the  oil  crisis  and  inflation, 
European  standards  of  living  have 
ended  their  long  climb  and  have  start- 
ed to  decline.  Can  you  sell  deodor- 

Supermarketing  Cosmetics 


Lipstick  For  Men?  What  will  they 
think  of  next?  How  about  trying  to 
revive  the  Twenties'  lipstick  press, 
which  was  used  like  a  rubber  stamp? 
The  obvious  market:  gay  bureaucrats. 

ants  and  lipsticks  to  people  who  are 
trying  to  scrape  up  the  price  of  a 
piece  of  beef  for  Sunday  dinner?  Ita- 
ly already  is  studying  means,  be  it 
by  law  or  taxes,  to  stop  its  people 
from  shelling  out  $500  million  a  year 
on  imported  cosmetics  and  toiletries. 
Selective  tariffs,  price  controls  and 
add-on  taxes  are  likely  to  become  the 
rule  rather  than  the  exception 
throughout  Europe  and  perhaps  even 
in  Japan,  where  Avon,  Max  Factor  and 
Revlon  have  over  15%  of  the  market. 
Japan  has  been  heavily  oil-blitzed, 
and  its  march  into  affluence  has 
slowed  if  not  stopped.  As  for  those 
nondeodorant-using  Europeans  and 
other  foreigners— some  people  always 
have  considered  a  moderate  amount 
of  body  odor  to  be  sensual;  now  may- 
be it  will  be  patriotic  as  well. 
Just  over  a  year  ago  (July  1,  1973) 


Forbes  predicted  that  the  day  was 
fast  coming  when  the  admirers  of 
Avon  Products  would  "wake  up  and 
face  the  inescapable  facts."  The  stock 
was  then  selling  at  140;  it  now  sells 
at  under  30.  But  Avon's  troubles  did 
not  happen  in  isolation.  The  world  is 
moving  fast.  Things  as  seemingly  far 
away  as  the  oil  crisis  are  having  a 
deep  impact  on  consumer  habits.  So, 
more  obviously,  is  the  changing  role 
of  women  and  their  shifting  aspira- 
tions. What  is  happening  to  the  cos- 
metics industry  is  a  lesson  that  all 
manufacturers  of  consumer  goods 
ought  to  ponder  deeply.  ■ 


Imagine  the  latest  cosmetics,  say  to- 
day's strawberry-flavored  lipstick  and 
cucumber  cold  cream,  being  sold  in 
your  local  supermarket  next  to  the 
fresh  strawberries  and  cucumbers. 
Don't  laugh.  That  supermarketing 
push  for  the  masses  is  inevitable,  ac- 
cording to  the  cosmetic  pioneer  who 
discovered  the  mass  cosmetics  market 
in  the  first  place. 

She's  Hazel  Bishop.  Remember  her? 
She  left  her  mark— which  proved  even 
more  lasting  than  the  indelible  lipstick 
that  carried  her  name  in  the  Fifties— 
by  being  the  first  to  advertise  cos- 
metics on  television.  The  classic  slo- 
gan: "Stays  on  you,  not  on  him." 

"A  woman  loves  to  be  shown  'how 
to,'"  says  Miss  Bishop,  who  is  a  slen- 
der sixty-plus.  "TV  is  like 
a  personal  demonstration. 
But  the  product  you  dem- 
onstrate tonight  better  be 
where  she  can  buy  it  to- 
morrow, or  you  risk  losing 
her."  That  axiom  dictated 
mass  distribution  through 
drugstores,  an  idea  which 
took  hold  in  the  Fifties;  and 
that,  in  turn,  led  to  cos- 
metic company  acquisitions 
by  the  major  drug  compa- 
nies like  Eli  Lilly,  Schering- 
Plough  and  Squibb. 

Supermarkets  look  like 
the  untapped  mass  cosmet- 
ics outlets  of  the  Seventies. 
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Imagine  the  consequences— A&P  lip- 
stick and  Safeway  eye  shadow. 

Despite  her  bright  ideas  and  well- 
known  name,  Miss  Bishop's  own  ca- 
reer has  been  bittersweet.  Growing 
up  in  Hoboken,  N.J.  steeped  in  busi- 
ness—her family  owned  enough  small 
businesses  to  be  classified  a  minicon- 
glomerate— Miss  Bishop  earned  a 
chemistry  degree  at  Barnard,  even- 
tually went  to  work  for  a  noted  der- 
matologist. One  of  her  jobs  was  ana- 
lyzing cosmetics  that  caused  skin  irri- 
tation. During  World  War  II,  work- 
ing for  Jersey  Standard  and  Socony, 
she  perfected  a  nonsmear  lipstick. 

Why  lipstick?  "Because,"  says  the 
veteran  businesswoman,  "a  survey 
showed  that  98%  of  women  use  lip- 


Hazel  Bishop  in  1951 


and  todav. 


stick  vs.  96%  who  brush  their  teeth." 
The    established    cosmetics    houses 
brushed  her  off,  so  she  formed  her 
own    company,    turned    to    TV    and 
quickly  captured  25%  of  the  nation's 
$40-million  lipstick  market  by  1954. 
Unfortunately    for    her,    since    she 
had  no  money,  she  financed  her  com- 
pany and  product  promotion  by  giv- 
ing up  almost  all  the  stock  to  others, 
including  some  top  executives  whose 
judgment    she    later    criticized.    She 
says:  "I  didn't  think  spending  $1  mil- 
lion on   ads  to   enter   the   $3-million 
rouge  market  was  good  management." 
Hazel  Bishop  Inc.  went  public  in 
1954  and  posted  a  short  profitable  pe- 
riod, followed  by  years  of  deficits  and 
then  bankruptcy.  She  sued  manage- 
ment,  but  ended  up   with 
only  a  few  thousand  bucks 
.  -i       and  no  rights   to  sell  cos- 
metics     under      her      own 
name.   Partly  to  stay  close 
to  the  cosmetics  world  she 
loves  and  partly  to  eat,  she 
became    a    cosmetic    stock 
analyst   several   years    ago. 
Today  she  works  for  Wall 
Street's  Evans  &  Co. 

How  does  the  pint-sized 
businesswoman  view  her 
life?  Without  a  pause,  un- 
fazable  Hazel  shot  back:  "I 
wouldn't  trade  the  rtscina 
tion  of  my  life  for  all  the 
tea  in  China." 
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8  million  people  walked  all  over  us. 
And  they  don't  even  know  our  name. 


iey  know  us  as  Trend  Carpet. 

Dt  as  Champion  International. 

jt  that's  fine  with  us.  BecauseTrend  Carpet  is  a  well-known 
eator  of  wall-to-wall  broadloom  in  a  spectrum  of  high-fashion 
yles  and  colors.  (There's  a  good  chance  we're  the  carpet  in 
>ur  living  room'!) 

id  just  like  Trend  Carpet,  our  other  companies  have  respected 
imes  in  their  own  fields.  They  include  U.S.  Plywood, 
lampion  Papers,  Weldwood  of  Canada,  and  Drexel  Heritage. 

nee  at  Champion  International  it's  our  philosophy  to  do 
jsiness  through  our  companies,  we're  proud  that  they're  known 
)  well  and  their  names  are  well -respected. 

/  bringing  together  their  collective  marketing  and  management 
lents  in  closely  related  fields,  each  company  benefits  from 
e others. 


This  harmonious  interaction  of  capabilities  has  helped 
Champion  International  become  a  vital  $2.2  billion  corporation 
in  just  seven  years. 

It's  also  helped  make  us  number  64  on  Fortune's  list  of  the  top 
500  corporations. 

And  that  makes  us  a  good  name  to  know. 

Building  Materials:  U.S.  Plywood,  Weldwood  of  Canada, 
Roberts  Consolidated  Industries,  Lewers  &  Cooke,  Setterstix, 
Chemware,  Del  Mar,  Gordon/Karpen,  Flexible  Materials. 

Paper  &  Allied  Products:  Champion  Papers,  Nationwide  Papers, 
Federal  Office  Products,  DairyPak,  Federal  Envelope, 
Champion' Packages. 

Furnishings:  Drexel  Heritage,  Meadowcraft  Casual  Furniture, 
Trend  Carpet,  Roxbury  Carpet, Triton  Carpet. 

@  1974.  Champion  International  Corporation 


Champion  International 

Our  names  are  making  a  name  for  us. 


Did  you  know 
your  car  could  have  built-in  reflexes? 


vehicle 
location  sensor 


automatic 


headlight  dimmer 

if    / 
.1  .-' 


s 


automatic 
anti-skid  control 


collision 
avoidance  radar 


electronic  fuel  control 


automatic 
speed  control 


radar  speedometer 


automatic  braking 


Some  drivers  will  always 
be  better  than  others. 
But  thanks  to  advances  in 
electronic  technology, 
all  drivers  will  be  better  some 
day  because  their  autos  will 
have  built-in  reflexes. 

Drivers  will  have  electronic 
devices  to  control  skidding, 
detect  highway  hazards, 
warn  of  malfunctions— all 
automatically. 

Electronic  improvement  of  i 
automobile  is  almost  limitless. 
By  1980  auto  manufacturers 
may  be  spending  as  much 
on  solid  state  electronic 
systems  as  on  engines.  Even 
so,  electronics  should 
eventually  lower  the  cost  of 
running  a  car. 

Today,  RCA  provides  the 
auto  industry  with  component 
for  the  new  electronic  ignition 
systems. Tomorrow,  we  will 
provide  a  variety  of  other 
advances— such  as  electronic 
devices  to  replace  inefficient 
mechanical  methods  of 
fuel  mixture,  which  will  cut 
energy  consumption  and  aid 
in  emission  control. 

Electronics  is  creating 
ingenious  new  ways  to  enhanc 
life.  And  RCA.  which 
helped  create  the  technology 
itself,  is  still  pioneering  the 
electronic  wav. 


The  electronic  w; 


A  Plague  Of  Problems 

Pharmaceuticals  may  be  a  growth  industry, 

but  it  can  have  its  pitfalls.  Witness 

the  continuing  problems  afflicting  A.H.  Robins  Co. 


By  and  large,  the  pharmaceutical 
stocks  have  survived  the  current  bear 
market.  Not  so  Richmond-based  A.H. 
Robins  Co.  (1973  sales:  $189  mil- 
lion ) .  In  little  more  than  a  year  Robins 
stock  has  slumped  from  40  to  12,  its 
price/ earnings  ratio  from  42  to   12. 

For  the  Robins  company,  it  has  just 
been  one  blow  after  another.  Sales  of 
a  promising  appetite  suppressant, 
Pondimin,  have  been  disappointing. 
The  Food  &  Drug  Administration  has 
challenged  the  claims  of  a  number  of 
Robins'  ethical  drug  products.  Its  90- 
day  flea  collars  for  pets,  made  from  a 
substance  akin  to  Nazi  nerve  gas, 
have  allegedly  killed  pets  as  well  as 
fleas.  But  the  biggest  setback  has  been 
to  Robins'  Dalkon  Shield,  an  intra- 
uterine birth-control  device. 

Intrauterine  devices,  or  IUDs,  are 
little  pieces  of  plastic  or  metal  in  var- 
ious shapes  and  sizes  that  are  in- 
serted into  a  woman's  uterus  to  pre- 
vent pregnancy.  The  Dalkon  Shield, 
Robins'  first  entry  into  the  birth-control 
field,  was  a  prime  beneficiary  of  the 
sexual  revolution.  It  had  been  touted 
as  the  first  device  that  could  be  effec- 
tively used  by  young  women  who 
have  never  had  a  child.  (The  device 
is  difficult  to  expel,  and  expulsion  is  a 
common  problem  with  young  wom- 
en.) Introduced  late  in  1970,  the 
Shield  by  the  end  of  1973  was  worn 
by  some  2.2  million  of  the  estimated 
5  million  American  IUD  users.  An- 
other 1  million  Shields  were  sold  to 
women  abroad. 

More  and  Worse 

But  by  the  end  of  1973  Robins  had 
also  become  aware  of  some  other  dis- 
quieting facts.  The  accidental  preg- 
nancy rate  appeared  to  be  substan- 
tially higher  than  earlier  supposed. 
Furthermore,  36  of  the  women  who 
had  become  accidentally  pregnant  had 
subsequently  suffered  septic  abortions 
(badly  infected  spontaneous  miscar- 
riages). Four  of  them  had  died.  After 
months  of  soul-searching,  Robins  final- 
ly decided  to  inform  doctors  of  the 
possible  danger  and  advise  them  to 
remove  the  device,  if  possible,  as 
soon  as  a  woman  became  pregnant. 

By  the  end  of  June  stunned  doctors 
were  told  that  the  number  of  reported 
septic  abortions  had  climbed  to  110. 
Robins  decided,  a  step  ahead  of  an 
FDA  request,  to  temporarily  cease 
marketing  Dalkon  Shields  in  the  U.S. 


—though  foreign  health  officials  still 
permitted  sale  in  several  countries. 

A.H.  Robins'  difficulties  with  its 
Shield  can  be  attributed,  at  least  in 
part,  to  the  fact  that  surprisingly  lit- 
tle is  known  about  IUDs. 

The  devices  are  not  by  any  means 
new.  They  are  mentioned  in  the  Jew- 
ish Talmud  and  in  the  writings  of 
Hippocrates,  the  father  of  medicine. 
They  undoubtedly  work.  The  failure 
rate  is  a  mere  1.5%  to  3%,  second  only 
to  the  combination  oral  contraceptive's 
.05%  failure  rate.  Yet,  to  this  day,  no 
one  knows  exactly  why  they  work. 

Theories  abound,  but  two  are  most 
widely  accepted.  The  first  is  that  an 
IUD  irritates  and  inflames  the  uterine 
wall  and  makes  it  unreceptive  to  the 
implantation  of  an  egg  should  it  be- 
come fertilized.  The  second  theory  is 
that  the  continual  effort  of  the  uterus 
to  expel  the  foreign  object  by  con- 
tracting forces  the  egg  out  of  the 
fallopian  tube  before  it  is  sufficiently 
developed  to  implant. 

Nor  can  IUDs  be  effectively  tested 
on  nonhuman  subjects.  A  drug  must 
first  be  tested  on  laboratory  animals 
to  help  determine  the  effects  on  the 
biological  system.  But  an  IUD  can 
be  tested  only  on  women. 

How  little  is  known  about  IUDs 
is  illustrated  by  the  case  of  a  woman 
who  inserted  a  wedding  band  into 
her  uterus  as  an  IUD.  For  2/2  years 
it  worked  perfectly.  But  when  it  was 
taken  out,  cleaned  and  reinserted,  she 
became  pregnant  almost  at  once. 

The  case  points  up  another  fact. 
Despite  this  lack  of  knowledge,  IUDs 
do  not  require  FDA  clearance  before 
being  marketed.  They  are  medical 
devices,  not  drugs;  and  medical  de- 
vices (a  category  that  includes  such 
innocuous  items  as  prosthetic  devices 
and  such  critical  ones  as  heart  pace- 
makers) do  not  have  to  be  cleared. 
That  means  that  anybody  with  a  roll 
of  thin  plastic  or  metal  and  a  scis- 
sors could  make  his  own  IUD  and 
market  it.  There  has  been  a  bill  in 
Congress  since  late  1971  that  would 
require  premarket  clearance,  but  the 
bill  has  yet  to  become  law. 

Significantly,  although  the  Dalkon 
Shield  was  widely  accepted,  many 
doctors  refused  to  use  it.  Apart  from 
contradictory  reports  on  pregnancy 
rates,  they  consider  the  crab-shaped 
device  tricky  to  insert,  painful  to  wear 
and  difficult  to  remove.  Thus  the  re- 


sistance to  expulsion  that  made  it  at- 
tractive also  created  its  problems. 

The  Shield  still  has  its  defenders. 
Dr.  Hugh  J.  Davis,  director  of  the 
birth-control  clinic  at  Baltimore's 
Johns  Hopkins  hospital,  is  one.  Davis 
originally  tested  the  Shield  at  the 
Johns  Hopkins  Clinic,  has  been  its 
leading  advocate  and  is  a  consultant 
to  A.H.  Robins.  Some  doctors  are  con- 
vinced that  Davis'  excellent  clinic  re- 
sults were  obtained  by  the  supple- 
mental use  of  contraceptive  foam.  Da- 
vis angrily  denies  using  foam  on  clin- 
ic patients,  although  he  admits  pre- 
scribing it  to  private  patients.  "The 
whole  thing  has  been  blown  up  out 
of  proportion,  I  think  by  a  certain 
amount  of  deliberate  design,"  Davis 
says  bitterly.  "There  are  large  com- 
mercial forces  that  are  quite  interested 
in  selling  new  IUDs." 


Though  IUDs  are  thought  to  have 
existed  in  Cleopatra's  day,  she 
preferred  to  use  a  sponge 
soaked  in  vinegar  as  a  contraceptive. 


For  A.H.  Robins,  however,  the 
damage  has  been  done.  The  sales  loss 
represents  only  about  $525,000  in 
aftertax  earnings— 2  cents  a  share.  But 
the  legal  liability  could  be  enormous. 
Robins  says  it  has  product-liability 
insurance,  but  won't  say  how  much. 

All  the  bad  publicity  comes  as  a 
shock  to  A.H.  Robins,  whose  major 
strength  is  marketing— of  its  corporate 
image  as  well  as  of  its  products.  Rob- 
ins constantly  stresses  its  role  as  cor- 
porate good  citizen,  both  in  its  an- 
nual reports  and  through  its  folksy 
Robins  Reader,  Which  is  mailed  to 
some  250,000  doctors. 

E.  Claiborne  Robins,  chief  execu- 
tive officer  and  biggest  shareholder, 
once  was  highly  accessible  to  the  press. 
But  these  days  he  is  maintaining  a 
discreetly  low  profile.  This  is  under- 
standable enough,  but  it  will  take 
more  than  a  low  profile  to  restore 
Robins'  badly  battered  image.  ■ 
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General  Telephone  &  Electronics,  One  SUmford  Forum,  Stamford,  Conn.  06904 


We  fix  phones  fast... 
but  only  if  they're  ours. 

Sure,  the  phone  company's  no  longer  the  only  place  you  can  get  telephones. 

But  there's  one  thing  to  think  about,  before  you  go  to  one  of  those  other  companies: 

Things  do  break  down  now  and  then,  even  telephones.  And  if  you've 
gone  somewhere  else  to  get  your  phones,  you  have  to  go  somewhere 
else  to  get  them  fixed,  too. 

That  can  take  a  lot  of  time.  And  cost  a  lot  of  money. 

Remember,  no  one's  equipped  to  fix  phones  faster  than  the 
phone  company.  We  get  things  back  to  normal  fast,  even  in 
major  disasters. 

We  don't  bill  you  extra  for  repairs,  either. 

So  before  you  sign  with  somebody  else,  check 
with  the  phone  company. 

Our  bottom  line's  better  than  their  bottom  line. 


Faces  Behind  the  Figures 


Nemec 

of  Lykes-Youngstown 


Prophet  Revisited 

"Remember  the  last  time  [Forbes,  Aug.  1,  1972]  you  in- 
terviewed me?"  asked  President  Frank  Nemec  of  Lykes- 
Youngstown,  the  New  Orleans-based  steel-making  and 
shipping  conglomerate.  "All  I  did  was  predict  the  big  U.S. 
dollar  devaluations  to  rig  our  currency  so  we  could  export 
more  to  pay  for  our  oil  imports."  One  result  of  the  devalua- 
tion, Nemec  says,  is  that  "our  shipping  is  back  in  the  black 
and  foreign  steel  now  sells  here  for  $55  a  ton  over  do- 
mestic. American  steel  profits  look  good  again." 

So  does  Lykes-Youngstown,  which  made  $41.2  million  in 
this  year's  first  half— more  than  in  all  of  1968,  the  best 
previous  year  in  its  history.  But  is  Nemec  happy?  No. 
"The  trouble  is,  Administration  economists  don't  know 
what  America's  No.  One  problem  is— which  is  lack  of 
adequate  capital  formation.  Inflation  is  only  a  symptom, 
being  fueled  by  a  shortage  economy.  Only  additional  ca- 
pacity can  cool  off  things,  and  tight  money  only  makes 
things  worse.  Last  time  the  Administration  tried  it,  they 
bankrupted  quite  a  few  companies.  I  hope  they  don't  over- 
do it  this  time  and  cause  a  depression. 

"Inflation  is  destroying  the  traditional  sources  of  raising 
capital.  You  can't  sell  equity  without  giving  your  company 
away,  and  investor  confidence  is  so  eroded  that  long-term 
bonds  don't  sell  well.  So  everybody  is  turning  to  all  sorts  of 
strange  deals.  It's  a  lot  harder  for  a  business  to  raise  capital 
than  ever  before.  A  strong  capital  market  has  always  been 
one  of  the  great  advantages  America  has  had  over  the 

rest  of  the  world." 

Is  the  domestic  steel  short- 
age real? 

"It's  a  crisis  now.  America 
isn't  going  to  grow  as  fast  as 
many  economists  predict,  be- 
cause we  don't  have  enough 
steel.  In  the  past,  if  orders 
for  steel  from  auto  and  ap- 
pliance makers  were  down, 
the  industry  would  be  moan- 
ing and  groaning  and  we'd 
be  financially  on  our  ass.  Now 
the  slowdown  is  a  relief,  be- 
cause we're  operating  close  to 
capacity.  The  nation  is  short 
about  15  million  tons  of  steel 
capacity,  and  will  continue 
to  be  short  for  a  decade  be- 
cause of  the  leisurely  way 
we  are  responding  to  the 
problem." 

Nemec  says  inflation  has 
lifted  the  cost  of  a  ton  of  new 
capacity  to  $600,  vs.  only 
$300  a  few  years  ago;  that 
means  15  million  tons  of  new 
domestic  capacity  would  cost 
a  staggering  $9  billion.  "That 
kind  of  money  cannot  be 
raised  unless  the  profits  we 
make  go  even  higher.  Legis- 
lators who  try  to  block  higher 
prices  will  have  to  answer  to 
the  public  for  the  resulting 
unemployment  and  failure  to 
check  inflation." 

They  will?  See  you  in  '76.  ■ 
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Blonds 
Prefer  Gold, 
Not 
Diamonds 


Author  Erdman 


"I  go  on  these  TV  talk  shows,"  explains  best-selling  (The 
Billion  Dollar  Sure  Thing)  author  Paul  Erdman.  "Always 
one  of  the  studio  blonds,  maybe  still  in  her  20s,  comes  up," 
says  the  ex-banker,  ex-Swiss  prison  inmate,  currently  push- 
ing his  latest  financial  whodunit:  The  Silver  Bears. 

"The  little  blond  has  finally  sold  her  mutual  funds.  She 
won't  touch  stocks.  She's  got  $10,000-maybe  $5,000." 

She  tells  Erdman:  "I'm  going  to  be  able  to  buy  gold 
soon.  How  much  do  I  buy?  Where  do  I  buy  it?  Where 
do  I  keep  it?" 

Says  Erdman:  "There's  no  reason  why  this  gal  shouldn't 
have  a  little  gold,  maybe  about  this  much,"  he  says,  mak- 
ing a  little  gap  with  his  fingers,  "among  her  investments. 
She's  going  to  sleep  sweeter  with  a  little  bit  of  gold 
tucked  into  her  mattress.  No  harm  in  that." 

But  that's  not  what  Erdman  does  with  his  money.  He's 
bearish  on  Wall  Street,  thinks  high  interest  rates  will 
continue  to  keep  people  out  of  common  stocks.  He  thinks 
high  interest  rates  and  short-term  money  are  the  place  for 
smart  money  now.  "Variable  interest  notes  with  a  big 
bank.  Great.  It's  safe,  it's  liquid,  and  the  little  guy  under- 
stands it."  But  that  still  isn't  what  Erdman  does  with  his 
money.  Not  quite. 

"My  money  is  managed  out  of  London.  I  have  it  in 
Eurodollar  and  Eurocurrency  loans— again  with  the  same 
big-name  banks— where  the  rate  is  about  1&  points  high- 
er than  the  U.S.  prime  rate— 13M%.  It's  safe,  it's  ahead  of 
inflation.  If  the  Arabs  pull  the  rug  out  from  under  the 
Eurodollar  market,  they  pull  it  out  for  the  whole  Western 
debt  structure." 

Can't  the  American  investor  get  in  on  this  higher  rate? 
Yes,  but  it's  not  for  the  little  guy;  Erdman,  who  has  made 
big  money  on  Sure  Thing  and  on  movie  rights,  is  in  a 
fairly  high  bracket.  A  minimum  of  $100,000  will  get 
you  into  the  Eurodollar  market  in  London,  but  one  New 
York  banker  told  Forbes:  "Pieces  of  the  action  usually  stsu  I 
a1  about  $250,000." 

How  do  you  get  into  the  action  if  you  do  have  this  kind 
of  money?  Your  own  banker  should  be  able  to  handle  [( 
for  you.   But  don't  expect  him   to  be  enthusiast i<     H< 
pushing  his  own  certificates  of  deposit  at  around  10'/.   ■ 
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If  At  First  .  .  . 

Any  stock  that  doubles  in  this  market  either  mines  yel- 
low gold  or  pumps  "black  gold"  in  one  oily  form  or  an- 
other. For  Tulsa-based  MAPCO,  up  from  11  to  25  and 
now  20,  it  is  the  latter.  It  operates  a  5,850-mile  pipeline 
primarily  carrying  liquefied  propane  gas  from  New  Mex- 
ico and  Texas  to  the  Midwest  and  has  diversified  suc- 
cessfully into  coal  mining  in  Kentucky,  liquid  fertilizers 
and  oil-gas  exploration  in  Utah,  Canada  and  Indonesia. 

Now  founder  Robert  Thomas,  a  youthful  60  who  keeps 
fit  sailing  in  the  Bahamas,  wants  to  put  tiny  ($145-mil- 
lion  sales)  MAPCO  into  the  big-league  atomic  energy  and 
coal  liquefaction  markets.  Sounds  expensive,  and  aren't  all 
the  oil  majors  like  Exxon  and  Gulf  already  into  nuclear 
fuels  and  coal? 

"Sure,"  says  Thomas,  "but  they  move  slowly."  He  adds, 
"The  coal  liquefaction  market  will  cost  us  a  few  hundred 
million  to  enter.  But  I've  never  worried  about  raising  mon- 
ey. I've  always  been  able  to  finance  things." 

And  so  he  has.  He  began  his  roller-coaster  career  38 
years  ago  as  an  analyst  and  became  a  skilled  investment 
portfolio  manager  specializing  in  railroad  stocks,  first  with 
Keystone  Custodian  Funds  and  then  Pennroad  Corp.  (now 
Madison  Funds ) .  But  he  had  ambitions  of  his  own.  In  1955 
he  raised  $6  million  and,  with  some  East  Coast  financiers, 
seized  control  of  the  moribund  Missouri-Kansas-Texas 
Railroad  Co.  as  part  of  a  sure-fire  refinancing  plan. 

But  Thomas'  jump  from  Wall  Street  to  railroading  back- 
fired. The  Interstate  Commerce  Commission  and  Katy's  pre- 
ferred stockholders  and  bond- 
holders vetoed  the  refinanc- 
ing plans,  leaving  Thomas 
and  his  partners  to  run  a 
threadbare  railroad. 

Two  years  later  Thomas' 
luck  changed.  He  got  wind 
of  a  plan  to  string  the  na- 
tion's first  LPG  pipeline  from 
Texas  to  New  York.  "It  was 
handed  to  me  on  a  silver 
platter,"  says  Thomas,  who, 
While  still  a  Katy  officer  ar- 
ranged for  the  Prudential  In- 
surance Co.  of  America  and 
the  public  to  put  up  $71  mil- 
lion. He  and  his  partners 
ended  up  controlling  the 
new  pipeline  company. 

Why  didn't  the  Katy  take 
on  the  pipeline  for  itself?  The 
railroad  was  coo  much  in 
debt  already;  it  couldn't 
swing  the  deal.  So  Thomas 
did  it  for  himself. 

In  1965,  with  the  pipeline 
beginning  to  perk,  Thomas 
quietiy  quit  the  Katy. 

You  have  to  admit  it: 
Thomas  is  resourceful.  ■ 


Thomas  of  MAPCO 


Dillon  of  BBDO 


Better  Late  Than  Never 

The  new-issue  market  is  in  hibernation.  Only  a  handful 
of  new  companies  have  gone  public  in  the  last  nine  months, 
including— of  all  things— the  advertising  company  of  BBDO 
International.  A  new  issue  by  an  ad  company?  In  this 
kind  of  market? 

The  boys  at  BBDO  weren't  going  crazy;  they  were  get- 
ting desperate.  The  story  goes  like  this:  Over  the  years 
BBDO  had  lent  a  group  of  employees  $8  million  to  buy 
company  stock  at  no  less  than  book  value.  The  employees 
were  repaying  the  4%  loans  with  stock  dividends.  But  very 
slowly.  The  employees'  promissory  notes  represented  more 
than  half  of  BBDO's  book  value  at  the  end  of  1971. 

But  no  worry.  The  company  was  all  set  to  go  public. 
The  employees  paid  off  BBDO's  4%  notes  by  borrowing  a 
like  amount  from  the  Marine  Midland  Bank  at  the  prime 
rate  plus  a  fraction.  The  idea  was  to  then  go  public,  repay 
the  bank  loans  and  make  a  profit  of  around  $16  per  share— 
the  difference  between  the  maximum  of  $8  the  employees 
had  paid  and  the  $24  or  so  the  public  would  pay. 

Only  the  market  for  ad  agency  stocks  collapsed,  and 
BBDO  was  forced  to  withdraw  its  offering.  That  left  the 
insiders  indebted  to  Marine  Midland,  as  interest  rates 
soared.  Chief  Executive  Tom  Dillon,  a  leading  architect 
of  the  deal,  had  once  owed  something  over  $600,000. 

Finally,  last  fall  BBDO  went  public.  Th<  offering  raised 
$11.9  million  through  the  sale  of  some  of  the  stock  owned 
by  the  hard-pressed  employees.  The  selling  employees 
used  virtually  all  the  proceeds  to  repay  their  personal 
debts  to  Marine  Midland. 

Now  that  it  is  over,  Dillon  insists  it  wasn't  "that  trau- 
matic an  experience."  The  blunt-talking  former  copywriter 
says:  "Going  public  was  no  more  than  a  goddamned  nui- 
sance, like  a  bad  head  cold." 

And  how  does  it  feel  to  see  his  stock  down  to  $12  from 
its  $18  offering  price?  Frankly,  he  doesn't  much  care.  Says 
Dillon:  "To  most  of  us,  it  doesn't  make  much  difference 
what  the  price  is  for  some  time.  If  you  bought  it  for  $8, 
you're  going  to  get  around  a  20%  return  from  the  divi- 
dends. Why  should  you  take  your  money  out  of  that  and 
put  it  in  something  else?"  ■ 
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The  Numbers  Game 


A  Loophole  For  Pigs 


Maurice  Morris,  out  favorite  schlock 
movie  producer,  was  in  town  the 
other  day  trying  to  scrape  up  some 
money  for  his  latest  opus.  Morrie  was 
in  a  very  sour  mood. 

"Those  pigs,"  he  kept  muttering. 
"They  are  ruining  everything." 

"Trouble  with  a  farm  documen- 
tary?" we  asked. 

Morrie  glared.  "No,  sweetheart,  not 
those  lands  of  pigs.  But  you  know 
how  hard  it  is  to  raise  risk  money 
these  days,  what  with  the  blue-chip 
banks  paying  10%  and  so  on.  What's 
been  keeping  us  in  business  is  the  tax- 
shelter  money  deals.  Movies  like  For 


The  Godfather 

Pete's  Sake,  Funny  Lady,  The  Great 
Gatsby,  Fritz  the  Cat.  All  made  with 
tax-shelter  money." 

We  were  surprised,  but  not  an- 
noyed. The  Treasury  subsidizes  cattle 
feedlots  and  Mexican  vegetable  deals. 
Why  not  movies?  We  all  need  a  little 
relaxation.  But  what's  this  about  pigs? 

"The  Feds,"  Morrie  explained,  "are 
cracking  down  because  of  the  pigs." 
He  added:  "I  mean  the  porno-pigs 
and  the  spaghetti-western  pigs." 

Still  mystified,  we  went  to  see  Com- 
missioner Donald  C.  Alexander  of  the 
U.S.  Internal  Revenue  Service.  He 
confirmed  the  crackdown. 

"We  are  not  picking  on  the  mov- 
ies," Alexander  added.  "We  are  mere- 
ly refusing  to  issue  rulings  [in  effect, 
approval]  on  all  tax-shelter  plans 
where  it  is  apparent  that  the  main 
purpose  is  to  reduce  federal  taxes." 

Why  single  out  the  movies?  Why 
not  oil  wells?  Or  cattle  feedlots?  Or 
leasing  deals?  Or  real  estate?  A  tax 


shelter,  after  all,  is  a  means  of  mak- 
ing investment  more  attractive  to  peo- 
ple with  money— enabling  them  to  in- 
vest with  50-cent  (or30-cent)  dollars. 
Why  not  give  the  flicks  a  break? 

No  reason.  In  fact,  the  tax  deals 
were  allowed  for  just  that  reason:  to 
channel  money  into  movie-making,  to 
try  and  revive  the  industry  the  U.S. 
was  losing  to  Europe.  A  noble  pur- 


For  Pete's  Sake 

pose,  but  the  deal-making  boys  pret- 
ty soon  found  the  loopholes.  We 
asked  Alexander  to  explain. 

"Suppose,"  said  Alexander,  "that 
you  and  I  decide  to  invest  in  a  Danish 
skin-flick.  Nothing  really  hard  core, 
something  that  could  play  in  Peoria." 

We  couldn't  resist  a  quip:  "We 
could  call  it  Deep  Audit." 

Alexander  gave  us  a  nonamused 
look,  and  continued  about  like  this: 

Dirty  Harry,  the  Danish  porno  mas- 
ter, makes  Deep  Audit  for  cheap  and 
decides  to  sell  U.S.  distribution  rights 


for  $200,000  cash.  Up  steps  a  tax- 
shelter  promoter  and  his  wealthy  lim- 
ited partners.  They  inflate  the  deal 
to  their  own  advantage.  On  paper,  the) 
agree  to  pay  Dirty  Harry  $2  millior 
over  20  years.  Harry  gets  $200,00C 
as  a  cash  down  payment,  plus  a  non- 
recourse note  for  the  remaining  $1.£ 
million  payable  in  1994.  The  not* 
looks  good,  but  it  is  really  worthies; 
and  Harry  knows  it.  He  would  neve] 
be  able  to  collect  on  it.  Internal  Rev- 
enue does  not  know  this.  Exit  Harry 
happy  with  his  $200,000  in  cash. 

The  partners  hurry  to  their  nearest 
IRS  office  and,  following  federal  re 
quirements,  forecast  with  a  straigh 
face  that  Deep  Audit  will  earn  a 
least  the  $2  million  they  paid  Harrj 
for  the  film  rights. 


Papillon 

Deep  Audit  does  pretty  good.  Tha 
is,  it  earns  the  partners  back  th< 
$200,000  cash  they  did  put  into  it 
But,  why  should  they  bother?  Jus 
to  break  even?  Because  of  the  ta^ 
gimmick,  of  course.  In  theory  the  part 
ners  paid  $2  million  for  the  movie 
So,  they  have  a  loss  of  $1.8  million- 
in  theory.  Ob  their  individual  income 
tax  returns  they  write  this  off,  savinj 
themselves  $900,000  in  taxes— assum 
ing  they  are  in  a  50%  bracket,  more  i: 
they  are  in  a  higher  bracket.  So 
$200,000  gets  them  $1.1  million. 

What  about  the  note  that  Dirt) 
Harry  holds?  Well,  remember,  that  ii 
a  nonrecourse  note,  and,  since  th< 
film  only  took  in  enough  to  repay  the 
partners'  down  payment,  there  Isnl 
anything  left  for  Dirty  Harry  to  col- 
lect his  note  against.  The  big  profil 
was  made  on  the  individual  tax  re 
turns  of  the  partners,  and  Harry  ha< 
no  way  of  going  after  this.  But  Hair) 
doesn't  mind.  He  never  expected   i< 
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»et  the  $1.8  million  anyhow.  He  just 
went  along  to  help  out  his  customers. 

How  can  anyone  get  away  with 
:his,  what  with  all  the  auditing  that 
*oes  on  these  days?  It  certainly  looks 
ike  fraud.  But  how  do  you  prove  it? 
How  do  you  prove  that  the  part- 
lers  really  weren't  dumb  enough  to 
hink  Deep  Audit  could  do  $2  mil- 
ion?  Look  at  The  Godfather,  The 
Sound  of  Music,  even  Deep  Throat. 

The  only  way  to  stop  this  practice, 
\lexander  believes,  is  to  knock  out 
leductions  on  nonrecourse  loans.  The 
[RS  wants  Congress  to  restrict  tax 
leductions  to  the  actual  amount  of 
iash  involved:  "We  now  ask  the  ques- 
:ion,"  Alexander  says,  "do  the  actual 
>r  claimed  deductions  exceed  the 
equity  investment?" 

»anic  in  the  Streets 

The  IRS'  move  against  movie  tax 
shelters  is  causing  consternation  in 
Hollywood.  There  are  tax  shelters  and 
tax  shelters,  and  not  all  of  the  movie 
shelters  are  of  the  Deep  Audit  type. 
Some  of  them  really  do  attract  mon- 
3y  into  U.S.  movie-making.  "It'll  kill 
as,"  grouses  Chicago  attorney  Burton 
W.  Kanter,  the  man  who  put  together 
$2  million  in  tax-shelter  cash  to  pro- 
duce The  Great  Gatsby.  Said  Kanter: 
'By  .eliminating  our  early  tax  bene- 
fits or  by  knocking  out  the  leverage 
we  get  from  a  nonrecourse  loan,  you 
in  effect  kill  the  subsidy  that  makes 
risky  film  investments  worthwhile." 

The  Gatsby  partnership  put  up 
learly  $2  million  in  cash  vs.  pro- 
duction costs  of  $7.5  million;  the 
rest  they  borrowed  on  a  nonrecourse 
loan.  As  fast  as  the  $7.5  million  was 
spent,  the  partners  wrote  it  off  against 
regular  income,  obtaining  fancy  tax 
benefits.  As  the  movie  pays  off,  they 
will  have  taxable  income— that's  for 
the  future;  benefits  are  now. 

You  can  argue  whether  Gatsby  is 
worthwhile,  but  you  can't  deny  that 
it  involved  a'  legitimate  risk  and  a 
legal  use  of  tax  shelters.  "The  shame 
of  it,"  Kanter  lamented,  "is  that  we've 
been  providing  new  money  for  films, 
and,  like  the  old  saying  about  the 
pigs  eventually  defeating  the  bulls  and 
bears,  it's  the  people  who  abuse  it— 
the  people  not  putting  a  dime  into 
Hollywood  who  are  ruining  it." 

Mr.  Kanter  Has  his  saying  slightly 
wrong.  The  saying,  an  old  Wall  Street 
one,  has  it  that  bulls  sometimes  win 
and  bears  sometimes  win,  but  pigs 
never  do.  But  it  looks  like  the  pigs 
have  been  making  out  like  crazy  in 
the  tax-shelter  racket.  ■ 
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UNARCO 


CONTINUED 

PLANT 

EXPANSION 

Steady  reinvestment  of  earnings  in  plant  and  equipment 
over  the  past  few  years  makes  it  possible  for  us  to  meet 
the  strong  demand  for  our  products  in  today's  markets. 

In  1974,  capital  expenditures  could  reach  $4  million, 
well  in  excess  of  the  all-time  high  of  $3  million  invested 
in  1970.  Foremost  in  ourexpansion  plans  is  atenth  mill 
going  on-stream  in  1974  at  our  LeavittTube  division. 

Unarco  has  now  expanded  to  a  total  of  16 
manufacturing  facilities.  In  1973,  our  Equipco  division 
added  a  new  facility  at  Millard,  Nebraska,  two  new 
divisions,  Crest,  Inc.,  Tulsa,  and  Reflect-O-Lite  Mfg.  Co., 
Chicago,  were  added  during  the  year.  This  growth 
follows  a  period  of  major  expansion  in  the  previous  year 
at  our  Leavitt,  Federal,  Rohn  and  McClintock  divisions. 

Unarco  is  nine  growing  divisions  serving  thousands 
of  growing  customers,  the  719th  largest  industrial 
corporation  in  the  nation,  traded  on  the  New  York 
Stock  Exchange  under  the  symbol  UNR. 

We'd  like  you  to  know  us  better.  Please  write  for  our 
1973  Annual  Report.  Unarco  Industries,  Inc.,  332  S. 
Michigan  Ave.,  Chicago,  III.  60604.  (312)  341-1234. 


FEDERAL 


ROHN 


LEAVITT 


FOLDING 
CARRIER 


Enameled,  Stainless  Steel       Microwave.  TV  Mechanical  and  Shopping  Carts,  Commer- 

Sinks  and  Faucets  and  Radio  Towers       Structural  Steel  Tubing      cial  Display  Equipment 


Ulctlintock 


Mobile  Home  Food  Mover  Products. 

Molded  Rubber  Products      and  RV  Lighting      Industrial  Coatings 


f 


STURDI 
BILT 


Storage  Rack  Systems      Transportation 
Equipment 


Unarco  Industries,  Inc.  •  332  South  Michigan  Avenue  •  Chicago,  Illinois  60604  •  312/341-1234 
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IN 

EQUITY 

CAPITAL 


Florida  National  Banks  re- 
ported $159,480,305  in  stock- 
holders' equity  as  of  June  30, 
1974  which  represents  13.0% 
of  deposits  or  about  twice  the 
percent  of  equity  capital  of 
any  other  major  Florida  bank 
holding  company. 
We  take  pride  in  the  fact  that 
retained  earnings  have  in- 
creased capital  by  $46,374,163 
or  41.0%  since  the  organiza- 
tion of  the  holding  company 
in  1971. 

In  this  period  of  excessively 
high  interest  rates,  tight 
money,  and  daily  changing 
economics  there  is  confidence 
in  the  knowledge  that  Florida 
National  enjoys  one  of  the 
strongest  equity  capital  posi- 
tions in  the  country  while 
many  bank  holding  companies 
are  required  to  borrow  debt 
capital. 


or 


Florida  National  Banks 
of  Florida,  Inc. 

Thirty-Two  Banks  Statewide 

Total  Assets  MoreThan  $1.45  Billion 

If  you  would  like  a  copy  of  our  latest  Annual  Report, 
write:   Chauncey  W.  Lever.  President  and  Chairman 
of  the  Board,  Florida  National  Banks  of  Florida,  Inc., 
P.O.Box  689,  Jacksonville.  Florida  32201 


Greener  Pastures 

After  the  write-offs  and  the  spin-offs, 
Continental  Can  begins  the  take-off. 


There  were  times  these  last  few 
years  when  one  wondered  if  old,  de- 
crepit Continental  Can  would  ever  get 
itself  straightened  out.  For  five  years 
it  vigorously  pursued  a  diversification 
and  modernization  program,  pouring 
nearly  $1  billion  in  capital  expendi- 
tures into  new  programs  and  adding 
nearly  $800  million  in  sales;  but  it 
showed  little  that  was  encouraging 
on  the  profit  side.  Earnings,  $90  mil- 
lion in  1969,  were  only  $95  million 
by  year-end  1973. 

Robert  Hatfield,  58,  chairman  and 
chief  executive,  must  have  wondered 
the  same  thing  at  times.  It  has  been 
a  long  five  years  at  Continental.  Over 
$100  million  in  sales  volume  was 
spun  off  or  sold  off;  a  $15-million 
write-off  for  discontinued  businesses 
in  1970  was  followed  two  years  later 
by  a  $120-million  write-off  to  mod- 
ernize and  realign  the  basic  domestic 
can  business.  Meanwhile,  domestic 
can  profits  were  dropping  dramatical- 
ly, from  $115  million  in  1969  to 
$52  million  in  1973. 

But  now,  with  last  year's  solid  re- 
sults (sales  up  15.8%,  earnings  up 
18.5%)  and  with  first-half  results  for 
1974  showing  a  sales  gain  of  21% 
and  earnings  up  33%,  Hatfield  is  cool 
and  confident. 

Seated  in  his  pale-green  office  in 
mid-Manhattan,  he  says:  "People  seem 
to  be  taking  a  look  at  anyone  whose 
head  is  sticking  above  water  these 
days,  and  asking  what's  wrong.  You 
sort  of  have  the  feeling:  Why  don't 
they  go  away  and  let  me  alone?" 

That  Hatfield  is  breathing  easier 
these  days  stems  from  the  greener 
pastures  he  has  found  to  play  in.  In 
the  1960s  the  domestic  can  business 
had  enjoyed  a  strong  growth  market 
with  the  take-off  in  beverage  cans. 
But  by  the  end  of  the  decade  it  had 
become  obvious  the  market  was  ma- 
turing, expensive  new  technological 
changes  were  looming  and  the  cus- 
tomers were  becoming  competitors. 
Both  Continental  and  its  major  com- 
petitor, American  Can,  began  looking 
around  for  possible  diversification 
routes. 

While  American  Can  turned  to  But- 
terick  patterns  and  consumer  paper 
products,  Continental  fell  back  on 
two  long-standing  but  neglected 
strengths:  The  first  was  its  network 
of  international  contacts  and  licens- 
ing arrangements  dating  back  to  the 
1930s;  the  second  was  1.5  million 
acres  of  southern  timberland  acquired 


in  the  mid-1950s  and  on  the  books  fo 
$66.5  million,  despite  a  market  valu 
at  least  five  or  six  times  that  amount 
In  the  past  five  years  Continenta 
poured  $300  million  into  the  interna 
tional  group  and  $280  million  int 
the  forest  products  group.  Last  yea 
each  contributed  30%  of  total  profil 
surpassing  for  the  first  time  the  con 
tribution  of  the  metal  (can-making 
group  (25%).  The  investments  are  be 
ginning  to  pay  off. 

Full  Of  Promise 

It  is  in  these  two  areas,  plus  th 
smaller  Diversified  Products  grou] 
with  its  host  of  high-technology  spe 
cialty  companies,  that  Hatfield  see 
the  future.  He  points  to  statistic 
showing  that  by  the  end  of  1974  th 
European  beverage  can  market  wi! 
have  quadrupled  since  1971,  yet  th 
260  million  people  in  the  Commoi 
Market  use  only  3  billion  cans  yearl) 
By  contrast,  210  million  American 
use  40  billion  cans.  The  company  i 
involved  in  packaging  in  133  cour 
tries— including  Russia,  where  it  re 
cendy  had  orders  for  $11  millio: 
worth  of  high-speed  canning  equip 
ment.  Its  wholly  owned  Europea: 
and  Canadian  subsidiaries  dominat 
their  markets. 

Hatfield  is  just  as  pleased  with  th 
forest  products  group.  The  compan 
has  just  completed  the  largest  singl 
capital  expenditure  in  its  history 
$120  million  to  expand  its  Hodge 
La.  paper  mill.  All  four  of  its  pape 
mills  ran  at  or  near  full  capacity  las 
year.  Hatfield  predicts  the  forces  o 
supply  and  demand  will  keep  his  pa 
per  business  healthy  at  least  throug] 
the  decade  of  the  Seventies. 

With  the  1972  acquisition  of  a  60! 
interest  in  the  Arkansas-Louisian 
Lumber  Co.,  Continental  has  enteret 
the  building  materials  side  of  the  for 
est  products  business.  Its  capacity  t 
produce  250  million  board  feet  an 
nually  makes  it  one  of  the  larger  fin 
ished  lumber  producers  in  the  South 
Although  prices  for  finished  lumbe 
have  dropped  30%  since  the  first  o 
the  year,  they  are  still  a  long  wa; 
from  starvation  levels. 

Five  years  after  its  major  diversifi 
cation  thrust  got  under  way,  Conti 
nental  is  not  only  stronger  in  produo 
and  market  diversification,  but  ii 
earning  power.  Its  five-year  averagi 
return  on  equity  of  11.5%  (vs.  Amori 
can  Can's  5.4%)  was  up  to  13.3%  las 
year.  Profits  have  begun  to  move.  ' 


42 


FORBES,   AUGUST   15,    197' 


Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Calgary,  Alberta. 
Canada  Consolidated  Pipe  Lines  Company,  Calgary,  Alberta,  Canada;  Weskem  of  Canada,  Ltd..  Calgary,  Alberta,  Canada;  Consolidated  Gathering 
System  Limited  Calgary,  Alberta,  Canada;  Norlands  Petroleums  Limited,  Calgary,  Alberta,  Canada;  Energy  Systems  Division,  Omaha,  Nebraska; 
Hydrocarbon  Transportation.  Inc.,  Omaha.  Nebraska;  Northern  Gas  Products  Company,  Omaha,  Nebraska;  Northern  Helex  Company,  Omaha, 
Nebraska;  Northern  Propane  Gas  Company,  Minneapolis,  Minnesota;  Northern  Systems  Company,  Omaha,  Nebraska;  Peoples  Natural  Gas  Division. 
Omaha.  Nebraska;  Protane  Corporation,  Minneapolis,  Minnesota,  Dominican  Republic.  Jamaica,  Guatemala,  Venezuela,  Puerto  Rico;  United 
Petroleum  Gas  Company.  Minneapolis,  Minnesota,  Weskem  Division,  Amarillo,  Texas,  UPG,  inc.,  Omaha,  Nebraska;  Northern  Petrochemical 
Company.  Des  Plaines,  Illinois,  Automotive  Chemicals  Division,  Des  Plaines,  Illinois.  Industrial  Chemicals  Division.  Des  Plaines.  Illinois.  Canton 
Containers  Division,  Canton,  Ohio,  Marine  Plastics  Division,  Clinton,  Massachusetts.  National  Poly  Products    Division.  Mankato.  Minnesota: 

and 

we  also  help 

protect  the  crews 

of  nuclear  ships. 


What's  a  midwestern  natural 
gas  company  doing  on  an  atomic 
submarine?  Allied  Resinous 
Products,  .Incorporated,  buys 
resins  ma.de  by  the  Polymers 
Division  of  our  Northern  Petro- 
chemical Company.  They  use  the 
resins  to  make  plastic  neutron 
shields  for  the  Department  of 
the  Navy. 

Shielding  nuclear  reactors  is 
just  one  example  of  the  wide 
range  of  services  provided  by 


Northern  and  its  subsidiaries. 
Finding  new  and  better  uses  for 
natural  gas  products  and  by- 
products has  led  us  into  plastics, 
packaging,  color  resins,  syn- 
thetic rubber,  printers'  ink  and 
much  more. 

By  squeezing  all  the  value  we 
can  from  our  energy  sources, 
we're  providing  a  service  far 
beyond  what  you'd  expect  from 
a  "traditional"  gas  pipeline  com- 
pany. And  as  we  continue  to 


diversify  and  expand  into  areas 
where  major  growth  is  possible, 
it'll  be  good  for  our  customers 
and  investors. 

Of  course,  we'll  still  be  doing 
what  you'd  expect  a  gas  com- 
pany to  do.  Like  serve  1.5 
million  customers  through  76 
utilities  in  eight  states,  main- 
tain over  31,000  miles  of  natu- 
ral gas  pipeline,  and  continue 
our  constant  search  for  new 
gas  reserves. 


*i 


orthern 


The  gas  company  that's  something  else. 


ELEVATOR  COMPAfS 


Our  future  is  an  airport  without  delays 


The  future  means  eliminating  airport  ground  traffic 
congestion  and  the  inconvenience  it  causes  you.  And 
it  means  more  travelers  and  freight  moving  through 
tomorrow's  air  terminals.  That's  why  we  are  working 
on  better  ways  to  move  people  and  goods  into,  around 
and  out  of  airports. 

Because  Otis  is  one  of  the  world's  largest  suppli- 
ers of  elevators,  escalators,  material  handling  equip- 
ment and  electric  vehicles,  we  have  a  vast  store  of 
know-how  in  motion  technology. 

We're  already  putting  our  knowledge  to  work 
with  a  computer-controlled,  automated  people  mover 
that  can  carry  you  a  few  miles  in  a  few  minutes.  We've 


installed  moving  walks  that  carry  passengers  smootl 
from  the  street  to  departure  gates,  and  we're  worki 
on  new  systems  to  speed  baggage  and  autom; 
cargo  handling. 

And,  at  our  new  Product  Research  Center,  we 
investigating  the  theories  of  motion  and  their  practii 
applications  to  future  products.  Theories  like  movi 
passengers  efficiently  through  a  high-rise  terminal 
combining  elevators  and  people  mover  systems 

Part  of  our  future,  and  yours,  is  an  airport  with< 
congestion.  So  you  can  make  a  plane  with  minul 
to  spare.  We're  at  work  on  it. 

Otis,  a  company  in  motion. 


Inflation  Sport 

Pro  soccer  finally  has 
something  going  for  it— inflation. 


At   a   time   when   it  can 
4^T         cost  you  $50  to  see  a  big 
.»  boxing  match,   $11   for  a 

\  pro   basketball   or   hockey 

game  and  around  $7  for 
football,  is  it  any  wonder  that  sports 
fans  are  starting  to  discover  pro  soc- 
cer? You  can  get  the  best  seat  in  the 
house  for  $4  and  bring  your  kids 
along  for  $  1  each. 

Cheap  tickets  aren't  the  only  thing 
soccer  offers,  but  they  go  a  long  way 
toward  explaining  why  average  atten- 
dance has  doubled  in  three  years  to 
a  respectable  9,000  a  game.  At  least 
three  franchises— Seattle,  Philadelphia 
and  Dallas— claim  about  13,000  fans  a 
game,  which  is  more  than  most  pro 
hockey  and  basketball  teams  attract. 

And  when  the  fans  started  showing 
up,  so  did  the  big  investors.  Since 
1971,  when  the  fledgling  North  Amer- 
ican Soccer  League  was  down  to  five 
teams,  interests  in  franchises  have 
been  awarded  to  such  big-time  spend- 
ers as  oilman  John  Sterge;  H.  Ward 
Lay,  son  of  Herman  Lay  of  Frito  Lay; 
Mrs.  Joe  Robbie,  whose  husband  con- 
trols the  champion  Miami  Dolphins 
football  team;  Robert  Herman,  son- 
in-law  of  Anheuser-Rusch's  Gussie 
Rusch,  owner  of  the  St.  Louis  Cardi- 
nals baseball  team;  and  Tom  Mc- 
Closkey,  whose  construction  kingpin 
father,  Matt,  dreamed  up  the  $1,000- 
a-plate  political  dinner.  Today  the 
NASL  has  17  teams.  The  older,  eth- 
nic-oriented American  Soccer  League 
is  being  pressured  by  the  new  league 
to  expand  and  Americanize. 

In  effect,  the  new  owners  are  the 
second  generation  of  moneybags  who 
have  tried  to  popularize  soccer  here. 
The  first  crew— including  Donaldson, 
Lufkin  &  Jenrette's  Dan  Lufkin,  Henry 
Ford  II's  brother  William  Clay  Ford 
and  the  Los  Angeles  Lakers'  Jack  Kent 
Cooke— dropped  around  $15  million  a 
few  years  back  and  ran  for  the  exits. 

"We  made  every  mistake,"  says 
oilman  Lamar  Hunt,  one  of  the  two  re- 
maining NASL  founders.  "Rut  today 
the  fans  are  turning  out." 

Why  the  sudden  interest?  In  addi- 
tion to  the  cheap  tickets,  Phil  Woos- 
nam,  commissioner  of  the  NASL, 
stresses  the  grass  roots  approach: 
"Now  the  game  is  being  played  in 
suburban  high  schools  and  colleges. 
Clinics  and  leagues  have  sprung  up 
all  over."  Hunt  adds:  "When  we 
started,  there  were  only  about  300 
students  in  Dallas  who  played  soccer. 
Today  there  are  45,000." 


That  schoolyard  expansion,  in  turn, 
is  producing  some  professional-caliber 
American  players  for  the  local  fans 
to  identify  with.  A  few  years  ago 
all  the  stars  were  foreigners,  includ- 
ing some  recruited  at  a  fantastic  (for 
soccer)  $25,000.  Today  Hunt's  Dallas 
franchise  alone  has  three  Americans 
among  its  11  starting  players,  led  by 
last  season's  highest  scorer,  Kyle  Rote 
Jr.,  son  of  the  former  New  York 
Giants  football  star. 

Of  course,  most  NASL  players  are 
still  foreigners  who  go  home  each  fall 
to  play  for  their  regular  teams.  Rut 
the  league's  hard-working  promotion 
men  are  making  the  most  of  what 
homegrown  talent  they  have. 

The  next  critical  goal  is  a  network 
television  contract  that  would  pro- 
vide big  bucks,  nationwide  exposure 
and  an  aura  of  major-league  respecta- 
bility. The  networks  aren't  jumping. 
In  general,  some  TV  men  are  now 
saying  that  there  is  already  too  much 
sports  coverage— some  11%  of  all  pro- 
gramming. In  particular,  they  re- 
member CRS  losing  close  to  $1  mil- 
lion on  pro  soccer  before  pulling  out 
in  1968.  However,  CRS  will  air  tapes 
of  some  World  Cup  games  this  month. 

Woosnam  hopes  that  one  network 
will  broadcast  a  number  of  indoor  soc- 
cer matches  this  winter,  featuring  six- 
man  teams  instead  of  the  usual  11. 
The  idea  is  to  introduce  the  game  to 
new  fans  and  hope  they  like  it  enough 
to  attend  outdoor  matches.  Some 
sports  people  scoff  at  the  gimmicky 
indoor  game,  which  they  sneeringly 
call  "sockey,"  as  in  hockey. 

Not  Only  For  Kicks 

In  all,  you  would  still  have  to  con- 
sider pro  soccer  a  long  shot.  Rut  it 
does  have  one  big  thing  going  for  it 
—it's  a  cheap  sport  in  an  expensive 
age.  That's  what  has  the  big  investors 
excited. 

Soccer  teams  have  only  two  coaches 
and  18  players,  who  only  get  around 
$4,000  each  per  season.  Compare  that 
with  pro  basketball,  another  "cheap" 
sport,  that  has  one  coach  per  team 
and  12  players,  who  get  around 
$90,000  each  per  season. 

The  low  overhead  helps  keep  op- 
erating losses  in  check.  True,  a  team 
can  still  drop  $150,000  to  $200,000  a 
year.  Rut  while  that  is  a  lot  of  money 
to  most  people,  it's  just  a  usable  tax 
write-off  to  the  kind  of  well-heeled 
investors  who  are  into  soccer. 

To   top   it   off,    the   initial    NASL 


Soccer  is  box  office  boff  from  Bra- 
zil to  Berlin.  This  year's  World  Cup 
matches  drew  80,000  a  game  and 
grossed  $30  million  in  receipts;  800 
million  more  saw  the  finals  on  TV. 

franchise  fee  to  newcomers  is  just 
$100,000  in  cash.  In  addition,  they 
agree  to  waive  any  receipts  that  might 
arise  from  payments  by  a  new  fran- 
chisee entering  the  league,  in  amounts 
up  to  $150,000.  That's  peanuts  in 
comparison  to  around  $16  million  for 
a  National  Football  League  franchise 
or  $8  million  for  a  basketball  franchise. 

Tom  McCloskey,  who  got  his  Phil- 
adelphia Atoms  franchise  for  a  bar- 
gain-basement $25,000  two  years  ago, 
figures  it  will  command  around  $2 
million  in  seven  years  or  so:  "That's 
the  way  to  make  a  capital  gain.  Get 
in  when  it's  going  for  peanuts." 

And  McCloskey  has  passed  up  sev- 
eral chances  to  get  into  sports.  He 
decided  not  to  pay  financially  troubled 
builder  Jerry  Wollman  $16  million  for 
his  National  Football  League  Phil- 
adelphia Eagles,  and  then  declined 
to  buy  the  new  World  Football 
League's  Philadelphia  franchise.  Ges- 
turing with  a  big  cigar,  McCloskey 
says:  "I  knew  the  costs  the  WFL 
team  faced,  with  a  new  stadium  and 
the  money-slinging  competition  for 
players.  I  figured  that  I  would  need 
at  least  $4  million  in  the  first  year  of 
operation  alone." 

On  the  other  hand,  the  more  he 
looked  at  soccer,  the  better  it  looked. 
"I  had  about  $200,000  a  year  I  could 
lose  and  still  offset  with  my  other  prof- 
its," he  says.  "The  buy-in  price  was 
minor,  and  our  studies  indicated  the 
sport  was  beginning  to  catch  on 
around  the  country  and  in  Greater 
Philadelphia." 

He  hit  the  jackpot  the  first  year 
with  the  league's  championship  team 
and  its  best  draw.  Says  McCloskey: 
"We  have  to  average  15,500  fans  a 
game  to  make  a  profit,  and  we're  less 
than  3,000  fans  away  from  that." 

McCloskey  may  make  it  big,  or  he 
may  eventually  join  the  losing  first 
generation  of  soccer  promoters.  Rut 
there's  one  thing  about  pro  soccer— 
you  can't  kick  about  ticket  prices.  ■ 
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Some  people 
don't  know  us. 

But  we're  changing  that. 

We've  put  together  a  highly  trained 
team  of  real  estate  and  construction  spe- 
cialists. Backed  them  up  with  a  strong 
supply  of  labor  and  equipment.  Put  them 
in  the  Southeast  where  favorable  growth 
is  taking  place.  And  given  them  the  green 
light  to  help  solve  your  commercial  and 
industrial  land  need  problems. 

If  you  don't  know  us,  maybe  you  should. 

MCDOWELL 

ENTERPRISES  INC. 

P.O.  BOX  149.  NASHVILLE.  TENNESSEE  37202 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
Thr  offering  is  made  only  by  the  Prospectus. 


NEW   ISSUE 


August  2,  1!>74 


$130,000,000 

Georgia  Power  Company 

First  Mortgage  Bonds,  11%  Series  due  August  1, 1979 


Price  100% 

plus  accrued  interest  from  August  1 ,  1974 


<  apiea  of  tin  frospectut  man  be  obtained  in  unit  State  from 
only  such  of  the  several  underwriters,  including  th>  u niter- 
nigned,  an  man  lawfully  offer  these  tectirttiea  in  Bitch  State 


Blyth  Eastman  Dillon  &  Co. 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc. 


E.  E  Hutton  &  Company  Inc. 
Lazard  Freres  &  Co. 


Salomon  Brothers 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 
Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  &  Co. 

S*<-uritif»  Corporation  Incorporated 

Goldman,  Sachs  &  Co.     Halsey,  Stuart  &  Co.  Inc.     Hornblower  &  Weeks-Hemphill,  Noyes 

of  Itarhf  &  Co.  Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers 
Paine,  Webber,  Jackson  &  Curtis 


The  Robinson-Humphrey  Company,  Inc. 
Stone  &  Webster  Securities  Corporation 
Dean  Witter  &  Co.      Bear,  Stearns  &  Co. 

Incorporated 


Wertheim  &  Co.,  Inc 
A.  G.  Becker  &  Co. 

Incorporated 


Kuhn,  Loeb  &  Co. 
Loeb,  Rhoades  &  Co. 
Reynolds  Securities  Inc. 
Smith,  Barney  &  Co. 
WhiteTwel'd  &  Co. 
Shearson,  Hammill  &  Co. 


Yo-Yo  To 

No-No 


When  Natomas  promised 
spectacular  earnings, 
the  stock  soared.  And 
when  it  delivered 
spectacular  earnings, 
the  stock  snored. 

Buy  on  rumor,  sell  on  news— no  com- 
pany illustrates  this  traditional  stock 
market  axiom  better  than  Natomas 
Co.,  the  old  speculator's  delight  that 
has  put  investors  in  a  plight. 

Up  and  down  like  a  Duncan  Yo-Yo, 
Natomas  stock  went  from  $30  to  $130 
to  $13  and  back  to  $67,  all  on  rumors 
of  its  promising  oil  explorations.  That 
was  back  in  1969  and  1970,  when  Na- 
tomas was  one  of  the  Big  Board's  ten- 
most-actively-traded  issues  despite  the 
fact  that  it  was  almost  tiny.  The  com- 
pany's total  revenues  were  only  $5 
million,  and  it  had  a  mere  3.7  million 
outstanding  shares. 

Today  fact  has  replaced  fancy.  Na- 
tomas' oil-powered  earnings  hit  $7.60 
for  the  first  six  months  of  this  year, 
vs.  37  cents  for  the  like  period  of  1973. 

The  result:  Natomas  is  selling  at 
about  $50,  with  a  tired  price/ earnings 
multiple  of  five.  Articulating  the  ob- 
vious, Natomas'  new  president,  Dor- 
man  L.  Commons,  56,  says:  "We're 
out  of  our  speculative  period." 

Oil  And  Water 

When  you  try  to  analyze  exactly 
what  the  San  Francisco-based  compa- 
ny amounts  to  today,  you  run  into  an- 
other old  axiom— oil  and  water  don't 
mix.  Natomas'  Indonesian  oil  seems 
likely  to  deliver  big  profits  for  years 
to  come,  but  its  troubled  shipping  op- 
eration is  flawing  that  prosperity. 

The  Indonesian  oil  is  "clean."  That 
is,  it  is  low  in  sulphur  content  and 
burns  "clean,"  and  is  therefore  much 
in  demand  at  top  prices  all  the  way 
from  Japan,  the  major  market,  to  Man- 
hattan Island  13,000  miles  away. 
This  more  than  compensates  for  the 
fact  that  Indonesia  has  little  "easy" 
oil.  Fields  are  small,  the  costs  of 
drilling  and  exploration  are  large. 

Natomas  has  helpful  partners  in 
Indonesia— Japan's  aggressive  C.  Itoh 
trading  company,  Atlantic  Richfield 
and  Pertamina,  Indonesia's  own  oil 
company.  During  the  last  year,  Per- 
tamina has  boosted  the  Indonesian  oil 
price  from  $3.73  per  barrel  to  $12.60. 
"With  the  increased  price  of  crude 
and   the  type  of  contract   we   have," 
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says  Commons,  "we  get  a  rapid  re- 
turn on  our  fixed  investment."  Not  to 
mention  a  healthy  cash  flow  that  can 
be  applied  to  the  company's  other  ex- 
plorations in  Southeast  Asia  and  the 
North  Sea.  So  Natomas  is  investing 
$85  million  in  exploration  and  de- 
velopment this  year,  a  huge  sum  for 
a  company  whose  revenues  even  in 
1973  were  only  $111  million. 

The  corporate  hitch  is  its  51%  own- 
ership of  American  President  Lines,  a 
U.S. -flag  containerized  cargo  fleet 
that  cost  Natomas  $5.5  million  in  op- 
erating losses  last  year.  That  was 
APL's  first  loss  in  20  years.  The  ques- 
tion is:  Is  it  the  first  of  many? 

Commons  thinks  not,  but  dismisses 
the  query  by  saying:  "APL's  earnings, 
positive  or  negative,  are  no  longer  a 
significant  item  to  Natomas." 

Natomas  will  probably  sell  its  in- 
terest once  APL  is  on  its  feet.  Mean- 
time, Natomas  and  Signal  Cos.,  which 


A  Natomas  oil  storage  barge  off  the 
south  coast  of  Indonesia. 

owns  48%  of  APL,  have  merged  the 
line  with  American  Mail  Lines,  brought 
in  new  management  and  reported  a 
slight  profit  for  the  six  months. 

Natomas'  long-range  plans?  Com- 
mons notes  that  he  has  been  CEO 
only  90  days,  following  Chandler  Ide's 
move  from  president  to  chairman.  But 
he  goes  on  to  say  that  he  wants  to 
spend  Natomas'  petro-profits  to  build 
a  diversified  oil  company  with  inte- 
grated tanker,  refining  and  perhaps 
retail  gasoline  divisions. 

Commons  has  an  unusual  back- 
ground for  an  oilman.  He  learned  the 
business  not  at  one  of  the  majors  but 
as  financial  right-hand  man  to  Occi- 
dental Petroleum's  freewheeling  Ar- 
mand  Hammer;  after  that,  Commons 
managed  Senator  George  McGovern's 
Southern  California  Presidential  cam- 
paign. It  was  a  disaster,  and  Com- 
mons' former  boss  Hammer  has  his 
troubles.  But  at  Natomas,  Commons 
seems  finally  to  have  a  winner.  ■ 


First  Half 
Record  Results  for. 


•• 


FISHER  FOODS,  INC. 


24  Weeks  Ended: 

June  15, 1974    June  16, 1973    %  Increase 


$481,626,000    $367,343,000 
11,157,000  7,745,000 


Net  sales 

Income  before  taxes 

Taxes  on  income  5,237,000         3,326,000 

Net  income  5,920,000         4,419,000 

Earnings  per  common  share  .95  .71 


31 
44 
57 
34 
34 


Fisher  Foods  is  now  growing  in  four  major  markets-Northeast 
Ohio,  Southern  Ohio,  Greater  Chicago,  Greater  Los  Angeles.  For 
copies  of  the  1 973  Annual  Report  and  latest  Interim  Report ,  write  to: 

RICHARD  L  SCHENK 
V.P.-Finance  &  Treasurer 
Fisher  Foods,  Inc. 
5300  Richmond  Road 
Bedford  Heights,  Ohio  44146 


5-Year  Growth  Record 

Earnings  Per  Share 
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for  executives  and  professional  people 

LOANS  by  MAIL 

D^rtST-  $10,000 

Personal,  private.  No  security  required.  Your 
signature  only.  All  details  arranged  rapidly  by 
mail.  Reasonable  rates.  Please  mail  coupon  for 
full  information.  No  obligation. 

rC.  E.  Wilson,  Vice  President 
POSTAL  THRIFT  LOANS,  INC.,  Dept.  150-08 

703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  information  in  plain  envelope. 
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How 

To  Mangle 

A  Market 


It  is  late  spring  1971.  In  the  presi- 
dent's office  at  Global  MagnaSound, 
three  bearded  executives  in  matching 
fuschia  turtlenecks  stare  moodily  at 
a  stereo  sales  chart  that  shows  un- 
mistakable signs  of  flattening. 

"See,"  says  one.  "No  zing.  Harry, 
you're  the  president.  What  do  we  do?" 

There  is  a  moment  of  silence  be- 
fore the  resonant  voice  rises  from  the 
paunch:  "I'll  tell  you  what  we're  go- 
ing to  do.  They  said  we  couldn't  sell 
'em  stereo,  with  all  that  money  sunk 
in  mono  record  players.  We  did,  and 
they  loved  it.  Well,  what  we're  going 
to  do  is  sell  'em  four  speakers,  one  for 
each  corner  of  the  room.  We'll  call 
it  quadraphonic  sound,  and  trade  'em 
up  from  stereo,  at  a  couple  of  thou 
for  a  complete  system." 

"But  Harry,  that's  a  lot  of  money." 

"Well,  if  we  can't  push  a  new  set 
on  them,"  says  Harry  with  withering 
scorn,  "we'll  sell  extra  speakers  to  the 
cheapskates,  and  a  gizmo  that  lets 
you      play      quadraphonic      records 


through  an  old-fashioned  stereo  set." 

"Quadraphonic  records?  You  mean, 
ice'll  sell  special  records  too?"  mar- 
vels one  of  the  trio. 

After  a  longer  silence,  one  of  the 
darker  beards  says  reverently,  "Harry, 
you've  done  it  again." 


Perhaps  that  isn't  exactly  the  way 
the  "quad  sound"  came  into  being: 
but  its  seems  so,  to  judge  from  the 
industry's  actions  ever  since.  There's 
no  doubt  that  the  hi-fi  boom  was  cre- 
ated by  the  small  component  manu- 
facturers like  JBL,  Acoustic  Research 


Flying  Tiger  Corp. 
unleashes 
its  new  name. 
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and  Fisher  Radio,  though  these  end 
many  others  later  sold  out  to  larger 
companies.  There's  no  doubt  that 
they  boomed  sales  to  over  $400  mil- 
lion a  year  by  the  early  Seventies. 
And  there's  also  no  doubt  that  by 
1971  the  audio  industry  decided  ev- 
eryone who  wanted  a  stereophonic 
sound  system  had  one.  "They  didn't 
know  where  their  next  sale  was  com- 
ing from,"  says  Jerry  Orbach,  Fisher 
vice  president,  who  until  recently  was 
Sony's  national  sales  manager,  "so 
they  were  pressing  for  new  products 
to  stimulate  the  market.  What  better 
way  than  to  double  everything?" 

But  quad  didn't  set  the  world  on 
fire,  perhaps  because  consumers  who 
had  just  laid  out  hundreds  of  dollars 
for  their  stereo  equipment  wondered 
if  this  wasn't  just  a  new  gimmick.  And 
the  industry  further  weakened  the 
case  for  quad  by  some  suicidal  in- 
fighting led  by  RCA  and  Victor  of 
Japan  against  CBS  and  Sony.  As  a  re- 
sult, there  are  now  three  separate 
quad  technologies,  with  each  claim- 
ing a  better  four-channel  sound. 

In  1972  RCA  joined  forces  with 
Victor  of  Japan  (51%  owned  by  Mat- 
sushita), Panasonic  and  later  Warner 
Communications  to  market  the  sys- 
tem called  CD-4,  which  uses  four 
electronic  signals  recorded  individual- 


ly and  then  played  back  as  foui  sepa- 
rate sounds.  This  so-called  discrete 
approach  is  RCA's  answer  to  CBS' 
two-signal  matrix  system,  known  as 
SQ,  which  had  appeared  on  the  mar- 
ket a  year  earlier.  There's  a  third 
system  called  QS,  initiated  by  Sansui, 
that  has  had  substantial  success  in 
Japan.  But  in  the  U.S.,  Sansui  has 
only  been  able  to  circle  the  giants. 

Proponents  of  RCA- Victor  argue 
that  only  the  discrete  system  offers 
four  separate  sounds.  CBS  and  San- 
sui partisans  retort  that  with  inte- 
grated circuitry,  the  matrix  sounds 
just  as  good.  Until  this  year,  however, 
the  matrix  was  offered  without  such 
electronics  and  it  didn't  sound  like 
much  to  customers. 

The  RCA- Victor  CD-4  system  does 
sound  better,  but  it  has  some  techni- 
cal problems  that  make  it  more  cost- 
ly. For  example,  it  requires  a  purer 
vinyl  record  in  a  vinyl-short  world. 
Cutting  four  sounds  into  the  groove 
of  a  record  is  difficult  and  expensive. 
In  addition,  the  Federal  Communica- 
tions Commission  has  not  approved 
CD-4  for  broadcast  use,  so  CD-4  pro- 
ponents are  left  with  the  problem  of 
promoting  "a  sound"  that  can't  be 
broadcast  on  the  air. 

Fisher's  Orbach  summarizes  the  sit- 
uation neatly:   "When  Victor  started 


to  push  their  system  in  the  U.S., 
Columbia  reacted.  Both  tried  to  sell 
systems  that  were  not  technically 
ready.  They  were  panicked  into  the 
market."  Sony's  interest  in  quad  has 
cooled  considerably. 

Amid  all  this  noisy  marketing,  the 
sound  of  quad  is  barely  audible.  De- 
spite earlier  predictions  that  it  would 
get  85%  of  the  hi-fi  market  by  1977, 
today  quad  has  only  10%  to  15%. 
The  most  optimistic  view  now  is  that 
quad  and  stereo  will  ultimately  split 
a  market  now  running  about  $800 
million  wholesale  for  sets  and  com- 
ponents and  $1.4  billion  for  records. 

Some  people  no  longer  think  the 
game  is  worth  the  candle.  Traditional 
console  manufacturers,  worn  out  in 
their  losing  struggle  against  Japanese- 
made  equipment,  are  bailing  out  of 
the  crowded  (300-odd  makers)  audio 
field.  Motorola  and  RCA  will  get  out 
of  audio  products  altogether,  though 
RCA  will  of  course  remain  in  records. 

Quad  is  no  immediate  bonanza  for 
anyone.  If  the  RCA- Victor  camp  can 
get  the  technical  kinks  out  of  its  sys- 
tem, it  should  eventually  dominate  the 
quad  market.  But  it  won't  be  a  gold 
mine.  Says  Fisher's  Orbach,  "In  the 
next  couple  of  years,  to  sell  quad  you 
will  literally  have  to  force  it  down 
the  consumers'  throats."  ■ 


TIGER 
INTERNffllONAL^ 


Why  would  a  company  with  a  name 
as  famous  as  Flying  Tiger  want  to 
change  it  to  Tiger  International? 

For  the  simple  reason,  we've  become  more  and 
more  an  international  corporation.  Both  of  the  companies 
that  make  up  our  corporation  are  growing  forces  in 
business  abroad  as  well  as  in  this  country. 

One,  of  course,  is  Flying  Tiger  Line.  The  leading 
scheduled  airfreight  carrier  in  the  world  with  routes 


FLYING 
TIGER  LINE 

TIGER 
LEASING  GROUP 

covering  key  cities  in  the  U.S.  and 
over  the  Pacific  to  the  growing 
commercial  centers  in  Asia. 
The  other  half  of  our  corporation  is  Tiger  Leasing 
Group.  It's  actually  nine  companies  under  one  banner. 
Together  they  form  one  of  the  world's  fastest  growing 
leasing  systems,  expanding  here  and  in  Europe,  Canada, 
Latin  America  and  Asia. 

Tiger  International:  the  new  tiger  on  Wall  Street. 


Tiger  International,  7401  World  Way  West.  Los  Angeles,  California  90009. 


Who  Has 
To  Believe? 

Eastern's  Floyd  Hall  has 
got  to  believe  that 
air  travel  is  going  to 
pick  up,  because  he  is  still 
flying  through  very 
turbulent  weather. 


Eyes  darting,  moustache  quivering, 
Eastern  Air  Lines  Chairman  and  Presi- 
dent Floyd  D.  Hall  looks  like  the  air- 
line pilot  he  once  was  as  he  sits  in  his 
Miami  operations  room  and  takes  the 
8:30  a.m.  report  via  radio  from  East- 
ern's station  managers. 

Hall  used  to  sit  in  more  lofty  splen- 
dor in  Eastern's  executive  offices  in 
New  York's  Rockefeller  Plaza  and  pay 
more  attention  to  the  big  picture,  less 
to  the  daily  details.  But  Eastern,  in 
July  of  1973,  tumbled  into  its  big- 
gest crisis  in  a  crisis-filled  36  years. 
Hall's  board  told  him,  he  says:  "Get 
down  to  the  Miami  operations  cen- 
ter and  stay  there  until  you  get  this 
thing  back  on  the  track." 


Borman  of  Eastern  Air  Lines 


It  was  none  too  soon.  Eastern  had 
hit  air  pocket  after  air  pocket.  It  suf- 
fered through  a  squeeze  in  operating 
margins,  which  resulted  in  a  record 
$51-miIlion  loss;  internal  battles, 
which  led  to  the  departure  of  Presi- 
dent Samuel  D.  Higgenbottom  and 
the  firing  of  80  second-level  managers; 
and  a  showdown  with  the  airline's 
lenders,  which  was  led  by  the  Chase 
Manhattan  Bank. 

"If  our  significant  income  decline 
had  continued  into  1974,  we  could 
have  been  triggered  into  default," 
says  Charles  J.  Simons,  executive  vice 
president  for  finance. 

Hall  pulled  the  company  through. 
In  March  Eastern  eased  out  of  the 
red,  and  has  since  been  widening  its 
profit  margins.  Eastern's  lenders,  58 
banks  and  30  insurance  companies 
who  have  lent  $674  million,  have  sus- 
pended most  of  the  airline's  financial 
restrictions  on  its  outstanding  indebt- 
edness, restrictions  that  could  have 
put  Eastern  into  technical  default 
after  its  heavy  losses. 

Hall's  problems,  however,  are  by  no 
means  over.  The  lenders  have  merely 
suspended  the  restrictions  for  two 
years,  giving  Hall,  in  effect,  sonic 
breathing  time. 

He  will  need  it.  Costs  are  still  ris- 
ing. Passenger  growth  has  leveled  off; 
Eastern's  revenue  passenger  miles 
grew  around  5%  in  the  first  quarter, 
but  won't  be  that  good  for  the  year. 
June  and  July  were  disappointing, 
with  passenger  miles  up  only  4%. 

It  was  that  last  problem  that 
brought  Hall  to  Eastern  in  the  first 
place.  Hall  had  risen  rapidly  through 
the  ranks  at  Trans  World  Airlines  to 
become  general  manager.  In  1963  East 
em's   board   tapped   Hall   to   rebuild 
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Eastern.  Eastern  was  a  mess.  Its 
equipment  was  a  hodgepodge  and  it 
had  a  terrible  reputation  for  service. 

"We  rebuilt  the  airline,"  Hall  says, 
"but  we  never  had  a  consistent  earn- 
ings pattern.  When  the  time  came  to 
buy  planes,  we  had  to  borrow  money 
and  we  had  to  sell  planes  and  lease 
them  back.  We  had  a  pretty  hard 
time  eating  up  the  costs."  Thus  even 
during  the  second  half  of  the  Sixties, 
v^hen  other  airlines  were  coining  mon- 
ey, Eastern  was  profitable  only  three 
years  out  of  five.  In  1973,  when  busi- 
ness turned  bad,  Eastern  lost  $64 
million  before  taxes. 

By  the  year's  end  it  was  facing 
nearly  $100  million  in  debt  maturities, 
$60  million  in  interest  costs  and  $82 
million  in  lease  rentals.  Leases  and  in- 
terest alone  were  eating  12  cents  on 
the  revenue  dollar  compared  with  7 
cents  for  United  and  5  cents  for  Delta. 
Newly  merged  with  Northeast,  Delta 
is  now  Eastern's  toughest  competitor. 

At  this  worst  of  all  possible  mo- 
ments, Eastern  was  scheduled  to  take 
delivery  of  11  Lockheed  L- 101  Is— 
$210  million  worth. 

Hall  forced  Lockheed  to  space  out 
the  deliveries  over  three  years;  this 
year  Eastern  is  taking  only  two  of 
the  trijets.  By  agreeing  to  reduce 
their  claims  for  compensating  balances 
and  easing  Eastern's  mortgage  inden- 
ture against  the  loans,  the  banks  freed 
$84  million  in  cash.  Hall  has  invested 
much  of  it  in  high-yielding  Treasury 
bills  and  government  bonds. 

To  help  him  run  operations,  Hall 
is  leaning  heavily  on  Frank  Borman, 
commander  of  the  first  manned  flight 
around  the  moon.  Borman  has  been 
with  Eastern  full  time  since  mid- 1970. 
After  a  cram  management  course  at 
the  Harvard  Business  School,  Borman 
is  serving  as  executive  vice  president 
and  general  operations  manager,  and 
was  recently  named  to  the  board  of 
directors.  Hall  has  streamlined  East- 
ern's management  structure  so  that 
under  him  Borman  now  is  in  charge 
of  nearly  29,000  of  Eastern's  32,000 
employees. 

The  number  is  nearly  4,000  less 
than  when  Borman  became  Hall's 
copilot  nine  months  ago.  His  assign- 
ment has  been  to  increase  service 
and  decrease  costs,  while  regaining 
market  share  lost  to  Delta  Air  Lines 
last  year.  Hall  says  lie  is  mystified  al 
how  Delta  can  cover  about  85%  of 
Eastern's  route  structure  with  less 
than  two-thirds  of  the  aircraft  and  get 
far  fewer  passenger  complaints. 

So  Ear,  Borman's  efforts  seem  to 
have  won  high  marks  from  1 1. ill  and 
other  Eastern  employees.  Eastern  has 
been  first  or  second  in  on-time  per 
formance  among  U.S.  trunk  lines  all 
year,  Forbes  Found  thai  morale  was 
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If  its  not  glamorous 

to  build  a$126  million  business 

by  stopping  leaks, 

were  not  glamorous. 


Were  also  not  cyclical. 


Fact  is,  we  ve  grown  so  quietly,  our 
presence  is  often  overlooked. 

Because  for  87  years  we've  grown 
by  making  components.  Seals  and 
gaskets  and  packing.  Valves  and 
bearings  and  more.  Most  often, 
their  job  is  to  prevent  leaks. 

Small  wonder  our  presence  is 
overlooked  when  there  is  no  leak. 
And  that's  just  about  anywhere 
there  are  liquids  or  gaseous  fluids. 
In  cars  and  trucks  and  planes  and 
trains.  In  home  appliances.  In 
petrochemical  processing 


equipment  and  industrial  machinery 
of  all  manner. 

Our  customer  industries  are 
widespread,  sure.  But  there's  more 
that  makes  us  anticyclical.  In  a 
rising  economy,  our  sales  go  more 
heavily  to  new  equipment 
manufacturers.  In  a  slowing 
economy,  our  sales  swing  heavily  to 
aftermarket  replacement. 

It  may  not  be  glamorous,  but  it  is 
good  business.  The  growing  kind. 

In  the  last  decade,  our  sales  have 
jumped  from  $40  million  to  a 


record  $126  million  in  1973.  We 
have  an  unbroken  dividend  record 
since  we  incorporated  in  1905. 
What  we  may  not  have  done  is  tell 
the  business  community  more  about 
Garlock,  and  we're  here  to  change 
that. 

Write  Doug  Barnes  for  our  corporate 
packet  of  information.  Garlock  Inc., 
1250F  Midtown  Tower,  Rochester, 
NY.  14604. 

COur  NYSE  symbol  is  GAK. 
7arlock 


We  seal  all  over  this  picture. 
And  sell  all  over  the  world. 
The  process  industries, 
transportation,  industrial 
machinery,  you  name  it. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities.  The  offer  is  made  only  b\  the  Prospectus. 


1,250,000  Shares 


The  Black  and  Decker 
Manufacturing  Company 

Common  Stock 


Price  $32%  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only 
from  such  of  the  several  Underwriters,  including  the  under' 
signed,  as  may  lawfully  offer  the  Securities  in  such  State. 


Lehman  Brothers  Alex.  Brown  &  Sons 

Incorporated 

BIyth  Eastman  Dillon  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
Drexel  Burnham  &  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc.     Hornblower  &  Weeks-Hemphill,  Noyes 

Affiliate  of  Bache  &  Co.  Incorporated  Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lazard  Freres  &  Co. 


The  First  Boston  Corporation 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Goldman,  Sachs  &  Co. 


E.  F.  Hutton  &  Company  Inc. 
Kuhn,  Loeb  &  Co. 


Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Stone  &  Webster  Securities  Corporation       Wertheim  &  Co.,  Inc. 


White,  Weld  &  Co. 

Incorporated 
July  18,  1974 


Dean  Witter  &  Co. 

Incorporated 


much  improved.  Eastern's  "You  Got- 
ta Believe"  advertising  is  not  just 
rhetoric. 

Borman  believes  that,  with  a  re- 
duced payroll,  the  answer  to  Eastern's 
profitability  lies  with  better  employee 
productivity— people  working  harder 
—to  cut  costs.  For  if  the  airlines  look 
for  profits  by  pressing  for  more  fare 
hikes,  he  feels  they  will  price  them- 
selves out  of  the  market.  "But  that's 
*not  just  Eastern's  problem,"  says  Bor- 
man. "That's  something  the  entire 
American  industrial  scene  has  to  face 
up  to." 

Borman  works  at  building  morale, 
as  well  as  cutting  turnaround  times, 
with  the  tough  efficiency  he  made 
famous  in  Apollo  8.  He  recently  or- 
ganized four-hour  training  programs 
for  flight  attendants  and  ticket  agents 
on  how  to  be  friendly.  "We  want  to 
keep  the  dialogue  going  with  our  em- 
ployees," says  Borman.  "But  those  we 
get  continuing  complaints  about  are 
going  to  be  fired." 

Fingers  Crossed  For  September 

All  this  will  come  to  little,  how- 
ever, if  inflation-frightened  Americans 
drive  or  stay  at  home  rather  than 
fly.  While  Eastern  does  have  a  cash 
flow  of  $8  million  a  month,  it  net- 
ted only  $8  million  in  profits  (before 
tax  credits)  in  the  first  half.  It  will 
have  to  do  a  good  deal  better  than 
this  in  the  second  half  if  it  is  to  get 
out  of  its  continuing  bind.  Recent 
traffic  figures  have  not  been  very 
encouraging. 

Solicitously  watching  over  Floyd 
Hall's  shoulder  is  the  Chase  Man- 
hattan Bank,  Eastern's  lead  lender. 
Hall  himself  describes  Chase  as  East- 
ern's "unofficial  chairman."  Other 
Rockefeller  interests  are  also  strong 
on  the  board  of  the  company.  Eddie 
Rickenbacker  bought  Eastern  from 
North  American  Aviation  in  1938, 
backed  by  Rockefeller  money.  Chase 
trusts  plus  the  Rockefeller  family  cur- 
rently control  a  significant  amount  of 
the  company's  stock. 

So  everybody— Hall,  the  board,  Bor- 
man and  the  bankers— is  keeping  a 
weather  eye  on  September,  normally 
Eastern's  roughest  month.  September 
is  the  trough  period  between  the  sum- 
mer travel  season  and  the  fall-winter 
southern  travel  season  so  important 
to  Eastern's  predominately  north- 
south  routes. 

Will  Eastern  make  it?  Can  Floyd 
Hall  accomplish  his  incredibly  diffi- 
cult assignment?  Will  Frank  Borman 
cover  himself  with  sufficient  glory  to 
become  the  logical  successor  to  the 
58-year-old  Floyd  Hall? 

Hall  and  Borman  have  done  their 
jobs  well.  Their  fate  is  now  in  the 
hands  of  the  traveling  public.   ■ 
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Amerika  Heil  And  Banzai! 


What  do  West  German  chemical  companies  have  in  common  with 
Japanese  textile  companies?  They  both  love  the  U.S.  these  days— 
partly  because  of  our  hardworking,  productive  labor  force. 


Wilkommen  In  Amerika 


Americans  may  be  discouraged  by 
the  economic  situation  in  the  U.S., 
but  some  very  smart  German  busi- 
nessmen apparently  are  not.  German 
industry,  led  by  the  chemical  giants, 
has  already  invested  some  $807  mil- 
lion in  the  U.S.  and  the  numbers  are 
mounting  daily  (vs.  U.S.  direct  invest- 
ment of  $5  billion  in  West  Germany). 

Taken  together,  the  three  big  Ger- 
man chemical  companies,  BASF, 
Farbwerke  Hoechst  and  Farbenfab- 
riken  Bayer,  already  produce  over  $1 
billion  worth  of  chemicals  in  this 
country.  This  is  only  about  6%  of  their 
worldwide  production,  but  the  per- 
centage is  growing. 

Not  the  least  of  the  attractions  is 
American  labor— its  availability  and 
its  productivity.  From  offices  snuggled 
amid  their  sprawling  chemical  works, 
German  executives  explain  that  they 
have  a  shortage  of  labor.  The  "guest 
workers"— the  Italians,  Greeks,  Turks 
and  Yugoslavs  who  make  up  over  10% 
of  the  entire  German  work  force— now 
number  2.5  million.  "We  can't  let  that 
go  higher,"  says  Chairman  Kurt  Han- 
sen of  Bayer,  echoing  his  government, 
which  last  November  stopped  new 
immigration  of  guest  workers  from 
outside  the  Common  Market  nations. 
The  avowed  reason  was  an  anticipat- 
ed oil-crisis  recession.  The  real  reason 
was,  and  is,  fear  of  social  problems. 

Moreover,  when  a  German  work- 
er's social  security  and  other  fringes 
are  added  to  his  salary,  labor  in  the 
southern  U.S.  is  cheaper.  Agfa-Ge- 
vaert,  the  German-Belgian  photo- 
graphic manufacturer,  noted  earlier 
this  year  that  the  dollar's  decline  and 
the  D-mark's  rise  makes  U.S.  pay  rates 
increasingly  attractive  compared  with 
those  in  Western  Europe. 

Certainly,     the     Germans     do    not 


want  to  be  accused  of  "exploiting" 
American  workers.  Kurt  Hansen,  who 
at  64  has  taken  up  elder-statesman 
duties  on  Bayer's  supervisory  board, 
handles  the  question  gingerly:  "It  is 
very  difficult  to  compare  the  cost  of 
an  hour's  wages  in  the  U.S.  and  Ger- 
many. In  the  U.S.  there  is  a  lot  of 
difference  between  New  York  and  the 
South;  not  in  Germany." 

There  are  labor  costs  besides  wages 
and  fringes.  Two  key  words  are  mit- 
bestimmung  and  vermoegensbildung, 
meaning,  respectively,  codetermina- 
tion,  or  a  worker  voice  in  manage- 
ment; and  wealth  formation,  or  a  de- 
duction from  company  profits  for  de- 
posit in  employees'  mutual  funds. 

Both  proposals  are  now  before  the 
^German  parliament.  The  latest  code- 
termination  proposal,  which  may  well 
pass,  would  reduce  shareholders'  rep- 
resentatives from  two-thirds  to  one- 
half  of  the  board  of  directors,  giving 
the  other  half  to  worker  representa- 
tives. The  other  proposal  would  de- 
duct 10%  of  each  large  company's 
net  earnings  for  direct  transfer  to  em- 
ployees. And  whatever  happens  to 
these  specific  proposals,  the  clear  pros- 
pect is  that  the  whip  hand  in  Ger- 
many will  be  labor's  from  now  on. 

So  the  German  chemical  industry, 
a  field  that  gave  Germany  much  of 
its  reputation  for  inventiveness  and 
industrial  skill,  is  investing  half  its 
capital  budgets  outside  Germany. 

Of  this  investment,  half  is  going 
to  other  countries  of  Europe,  a  recog- 
nition on  Germany's  part  that  its  cus- 
tomers can't  continue  to  absorb  rising 
levels  of  German  exports.  Another 
fourth  of  the  foreign  direct  invest- 
ment goes  to  the  U.S.,  and  the  bal- 
ance to  Latin  America  and  the  rest 
of  the  world.  The  European  invest- 


ment protects  markets  the  Germans 
already  have;  the  U.S.  investment  rep- 
resents their  future  growth. 

Hoechst  has  just  begun  an  $80- 
million  polyester  plant  expansion  in 
South  Carolina  and  will  soon  build 
a  $100-million  petrochemical  complex 
in  Port  Arthur,  Tex.  Dieter  zur  Loye  is 
in  charge  of  planning  foreign  invest- 
ment for  Hoechst.  "We  are  invest- 
ing quite  a  lot  in  the  U.S.  because 
we  want  to  increase  our  market  share 
there,"  he  says  matter-of-factly,  but 
goes  on  to  admit  that  combined  po- 
tential U.S.  restrictions  on  imports, 
higher  German  prices  and  the  Ger- 
man government  will  restrict  German 
industry's  future  ability  to  export.  In 
this  respect  Germany's  six-month  ex- 
port surplus  is  both  the  largest  in  its 
history  and  an  embarrassment  to  the 
government,  which  has  been  preach- 
ing that  exports  should  slow— and  in 
fact  has  been  clamping  penalties  on 
domestic  investment  to  slow  them. 

Under  the  circumstances,  the  U.S. 
is  a  natural  place  to  go.  Volkswagen 
is  still  pondering  whether  to  come  in, 
but  electrical  equipment  maker  Rob- 
ert Bosch,  a  VW  supplier,  is  already 
in  Charleston,  S.C.  Degussa,  a  smaller 
chemical  company,  is  putting  a  $36- 
million  plant  in  Mobile,  Ala.  expressly 
to  offset  steeply  rising  labor  costs. 
Other  German  majors,  from  Siemens 
in  electronics  to  Thyssen  in  iron  and 
steel— which  has  a  West  Virginia  coal 
mine— announce  at  every  annual  meet- 
ing their  intention  to  invest  abroad. 

But  their  investments  are  small  vs. 
those  of  the  chemical  giants.  Bayer 
has  $250  million  in  assets  in  the  U.S. 
producing  plastics,  dyes  and  agricul- 
tural chemicals.  (It  does  not  have 
Bayer  aspirin,  however.  It  was  seized 
at  the  start  of  World  War  II  and  is 
now  the  property  of  Sterling  Drug.) 
Within  ten  years,  60%  of  Hoechst's 
sales  and  earnings  will,  according  to 
the  plans,  come  from  outside  Ger- 
many. BASF  plans  to  increase  its 
$500-million-plus  capital  budget  to  $3 
billion  between  1975  and  1979,  with 
over  half  outside  Germany  and  much 
of  it  going  to  the  U.S. 

One  consequence  will  be  a  call  on 
the  U.S.  capital  markets.  German 
companies  are  not  capital-rich;  typi- 
cally, stockholders'  equity  is  less  than 
a  third  of  capital.  German  compa- 
nies' U.S.  subsidiaries  will  finance  out 
of  retained  earnings  and  debt,  backed 
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SPRAY  RtfOt: 


WHAT'S  SO  GOOD  ABOUT 
OUR  ROOF  SPRAY  SYSTEM? 

1.  ECONOMY.  The  Randustrial®  Roof 
Spray  Process  can  save  you  up  to  80%  on 
labor  costs  —  because  your  own  men  do  all 
the  work.  We  loan  you  the  equipment 
FREEOF  CHARGE. 

2.  CONVENIENCE.  When  you  decide  when 
the  work  is  to  be  done,  we  instruct  your 
men  on  the  use  of  the  equipment  and 
proper  roofing  procedures. 

3.  EFFECTIVENESS.  Simply  patching  and 
spraying  your  roofs  once  every  3  to  5  years 
with  Randustrial  ®'s  quality  roofing  ma- 
terials prolongs  roof  life  and  saves  replace- 
ment costs. 

For  full  details  on  the  Randustrial®  Roof 
Spray  Process  and  a  FREE  copy  of  our  64 
page  Industrial  Maintenance  Catalog,  simply 
inquire  of  call  us  collect  at  (216)  283-0300. 


Randustrial  ® 
Corporation 


Sales  Offices  in  Pr 


13306  Union  Ave.  Cleveland,  Ohio  44120 
Telex:  980  374      Phone:  (216)  283-0300 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Tens  of  thousands  of  satisfied  customers. 
Full  prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


Address. 
City 


.State. 


Zip. 


.Phone. 


Capital 

Financial 

Services 

DEPT.  F,    Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


by  parent-company  guarantees. 

Another  consequence  might  be  to 
relieve  somewhat  the  unilingual  na- 
ture of  American  business.  Reflect  on 
this  story  from  Dieter  zur  Loye,  a 
young  (46)  German  executive  who 
speaks  English  and  Spanish,  has  some 
Russian  and  is  learning  French.  "We 
held    a    meeting,    you    know,    at    our 


American  headquarters,  and  there  is 
a  man  there  who  speaks  German, 
which  he  learned  from  his  mother  in 
Pennsylvania.  But  when  he  got  up  to 
address  our  executives,  he  made  his 
speech  in  English.  Well,  it  was  all 
right,  but  I  suggested  to  him  after 
that  it  would  have  been  better  if  he 
spoke  German."  ■ 


A    FACILITY    FOR 

GENERAL  KNIT  «  CALIFORNIA  "i 

a  joint  venture  of 

C.  ITOH    KAWABO  TEXTILE  & 

TOKAI    SENKO  .  OSAKA.  JAPAN 


6^<^toc6>«     <£y 


Eastward  Ho! 

Remember  when  people  wondered 
whether  the  U.S.  textile  industry 
could  stand  up  to  Japanese  competi- 
tion? Today  the  Japanese,  instead  of 
destroying  the  U.S.  textile  industry,  are 
joining  it  by  building  plants  here. 

Japanese  textile  makers  have  picked 
the  western  U.S.  as  their  target,  not 
only  because  it  is  close  to  Japan,  but 
because  it  is  relatively  virgin  terri- 
tory; over  90%  of  U.S.  textile  capacity 
is  east  of  the  Mississippi.  Japan's  C. 
Itoh,  a  $15-billion-a-year  trading  com- 
pany, is  the  world's  biggest  textile 
outfit.  Its  $4  billion  in  textile  sales 
last  year  easily  dwarfed  Burlington 
Industries'  $2  billion.  C.  Itoh  is  back- 
ing a  brand-new,  $10-million  plant  to 
be  opened  in  October  in  San  Bernar- 
dino County,  Calif.  The  new  firm, 
General  Knit  of  California,  will  pro- 
duce knit  blends  for  the  big  Califor- 
nia sportswear  market.  C.  Itoh  will 
own  59%  of  the  plant,  and  two  as- 
sociated Japanese  knitting  and  dyeing 
companies  20%  each.  The  Japanese 
hired  a  top  U.S.  marketing  man,  Rich- 
ard M.  Steckler,  as  president  "to  be 
more  accommodating  with  American 
society,"  and  gave  him  1%  of  the  stock. 

An  even  bigger  trading  company, 
Mitsubishi,  has  similar  ideas.  It  re- 
cently announced  a  venture  with  Texfi 
Industries  and  a  Japanese  printing 
company  to  produce  print  fabric  in 
Los  Angeles.  Three  other  Japanese 
groups,  including  one  led  by  Maru- 
beni, another  giant  trading  compa- 
ny,   have   announced   plans   to   build 


spinning  mills  in  west  Texas. 

What's  behind  the  moves?  Today 
the  U.S.  looks  like  a  relatively  cheap- 
er place  to  manufacture  than  previ- 
ously. "Raw  materials  are  much  cheap- 
er here  than  in  Japan,"  says  Hiromasa 
Shiotsu,  executive  vice  president  of 
General  Knit  of  California.  He  means 
synthetic  fibers  made  from  petroleum, 
which  Japan  lacks;  cotton,  which  is 
grown  here;  and  dyestuffs,  which 
benefit  from  the  volume  of  U.S.  pro- 
ducers. Shiotsu  adds:  "And  the  cost 
of  American  labor  is  not  so  high. 
With  the  recent  30%  wage  hikes  in 
Japan,  the  cost  of  labor  there  is  just 
about  the  same  as  it  is  here."  That 
statement  is  not  literally  true.  But 
consider  that  Japanese  companies 
provide  workers  with  jobs  for  life, 
plus  a  host  of  other  benefits  regard- 
less of  economic  conditions,  and  the 
difference  has  almost  vanished. 

Yoshikazu  Shoda,  manager  of  Mi- 
tsubishi's textile  division,  says:  "After 
considering  freight  charges  in  ship- 
ping raw  materials  to  Japan  and  fin- 
ished goods  back  out,  and  the  duty  ol 
about  40%  that  we  have  to  pay  here, 
we  can  probably  serve  our  customers 
better  by  manufacturing  in  the  U.S." 
And  "customers"  include  Japanese 
and  American  ones. 

The  Japanese  textile  Industr)  has 
tried  manufacturing  in  developing 
countries  like  Korea,  but  this  involves 
the  same  import  duties  and  shipping 
costs  as  manufacture  in  Japan  does. 
Why  not,  then,  make  yarn  where  the 
cotton  is— in  Texas?  And  fabric  where 
the  market  is— in  California? 

The  Japanese  government    isn't   en- 
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:ouraging  foreign  investment  right 
low,  but  it  isn't  prohibiting  it  either, 
radayuki  Maeda,  vice  president  and 
general  manager  of  C.  Itoh  (America), 
;ays  a  serious  purchase  like  a  textile 
nill  is  more  likely  to  be  approved 
han  buying  a  golf  course. 

The  move  to  the  U.S.  is  not  mo- 
ivated  only  economically,  however, 
ton's  Maeda  explains:  "We  are  pur- 
ging profits,  yes,  but  over  the  long 
erm.  That  means  we  take  seriously 
>ur  obligation  to  supply  good  cus- 
omers.  Our  textiles  are  custom-made, 
ind  a  U.S.  mill  will  enable  us  to  re- 
pond  quicker  to  customer  needs.  We 
von't  have  to  wire  Tokyo  about  a  pat- 
em  or  color  change." 

West  Coast  apparel  makers  have 
Ireamed  for  years  of  having  a  textile 
ndustry  next  door  instead  of  3,000 
niles  across  a  continent  or  10,000 
niles  across  an  ocean.  Back  in  the 
ate  1950s  Los  Angeles'  garment  mak- 
;rs  tried  to  entice  an  East  Coast  firm 
o  the  West.  But  it  didn't  succeed,  re- 
calls Ceasar  Cone,  former  head  of 
Done  Mills,  "because  there  wasn't 
mough  cheap  water  in  the  area.  Nor 
killed  labor."  But  water  and  labor 
>roblems  are  less  serious  in  producing 
he  knits  that  now  dominate  the 
iportswear  market. 

Lacking  local  suppliers,  West  Coast 
garment  makers  turned  to  the  Far 
Hast  for  fabrics.  This  is  no  mean  mar- 
cet:  Its  sales  were  $1.9  billion  last 
/ear.  But  it  is  a  peculiar  market.  Says 
Dan  Tennant,  publisher  of  Men's 
Week,  a  trade  paper:  "West  Coast 
nanufacturers  need  relatively  small 
juantities  of  boldly  patterned  or 
jrightly  colored  fabrics,  and  they 
:ometimes  need  to  move  quickly  into 
ind  out  of  a  fabric  that  has  a  brief 
/ogue  here  and  may  not  make  it  in 
he  East.  The  domestic  mills  have  not 
always  been  able  to  handle  this." 

The  apparel  industry  in  Texas  is 
ilso  sizable,  with  $1.2  billion  in  ship- 
nents.  But  this  is  not  all  that  attracts 
he  new  spinning  plants  being  built  in 
vest  Texas.  They  are  there  because 
he  cotton  is  there.  "Our  first  step  is  to 
nake  yarn,"  says  Shigetoshi  Fujii  of 
he  Daiwa  Spinning  Co.,  one  of  Maru- 
beni-Iida's  partners.  "We  hope  to 
;ell  yarn  to  fabric  makers  in  the  Pied- 
nont  and  in  California.  But  eventual- 
y  we  hope  to  manufacture  cloth  for 
:he  Texas  market  as  well  as  for  our 
New  York  and  California  customers." 

Basically,  Japanese  textile  makers 
»me  here  for  much  the  same  reasons 
is  German  chemical  companies  {see 
previous  story).  Devaluation  in  the 
U.S.  and  faster  inflation  abroad  is 
making  U.S.  manufacturing  less  for- 
bidding, while  the  U.S.  market  is  an 
irresistible  lure  for  anybody  with  a 
mass  product  to  sell.  ■ 
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DIVIDEND  NOTICE 

More  than  713,000  owners  of 
Exxon  Corporation  will  share  in 
the  earnings  of  the  Corporation 
by  a  dividend  of  $1.25  per  share 
declared  July  31,  1974  and  pay- 
able September  10,  1974  to  share- 
holders of  record  August  12, 
1974. 

1974  is  the  92nd  consecutive 
year  in  which  cash  dividends 
have  been  paid. 
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If  you  think  foreign  government: 

and  U.S.  oil  companies 

can't  be  successful  partners 

you  don't  know  the 

Trinidad-Tesoro  story. 


Every  day  you  read  about  some  government  harassing 
a  foreign  company  with  increased  taxes  or  talk  of 
nationalization. 

Or  you  read  about  a  company  either  threatening  to 
shut  down  its  operations  in  a  host  nation— or  actually 
picking  up  and  pulling  out. 

But  because  happy  marriages  don't  make 
headlines,  you  seldom  if  ever  read  about  companies 
like  Trinidad-Tesoro  Petroleum  Company  Limited,  the 
corporation  that  has  become  a  model  for  host  govern- 
ment-company relationships  around  the  world. 

We  know  of  no  better  way  to  celebrate  its  5th 
anniversary  than  by  sharing  with  you  the  story  of  its 
success. 

At  the  time  of  its  foundation  in  1969,  Trinidad- 
Tesoro  represented  a  new  idea.  A  U.S.-based 
company,  Tesoro  Petroleum  Corporation,  and  a 
foreign  government,  the  Government  of  Trinidad  and 
Tobago,  would  join  together  in  a  49.9-50. 1  ownership 
corporation.  It  took  a  unique  pair  of  partners  to  create 
this  new  business  entity,  which  is  exactly  what  the 
partners  were. 

A  unique  energy  company 

Since  its  founding  in  Texas  only  10  years  ago,  Tesoro 
Petroleum  Corporation  has  become  recognized  as  a 
new  breed  of  energy  company.  Unlike  other  young 
independents,  it  has  achieved  the  status  required  to 
handle  major  undertakings  on  a  world-wide  scale. 
According  to  FORBES'  Annual  Report  on  American 
Industry,  Tesoro's  37.4  percent  compound  annual 
growth  in  earnings  per  share  over  the  past  four  years 
makes  it  the  fastest-growing  energy  company  in  the 
United  States. 

A  unique  energy  country 

Of  all  the  developing  countries  of  the  world,  perhaps 
none  has  come  so  far  so  fast  as  the  island  nation  of 
Trinidad  and  Tobago.  Sometimes  called  "the  Treasure 
Islands"  because  Tobago  was  Robinson  Crusoe's 
legendary  home,  the  treasure  today  goes  beyond 
magnificent  beaches  and  golf  courses,  beyond  climate, 
calypso  and  carnival. 


The  Government,  led  by  Prime  Minister  Dr.  Eric 
Williams,  has  built  the  nation  on  an  economic 
foundation  different  from  other  islands  in  the  area. 
Although  Tobago  continues  to  be  the  resort  paradise, 
Trinidad  has  been  developed  as  an  important  industria 
and  commercial  center.  The  nation  is  the  hub  of 
shipping  routes  in  the  Western  Hemisphere  and  has  a 
national  airline,  BWIA.  Among  companies  active  ther 


"The  achievements  of  Trinidad-Tesoro  during  the  first 
five  years  of  its  existence  are  a  living  monument  to  th< 
tremendous  possibilities  of  joint  ventures  when  faith  i 
people,  as  people,  is  the  foundation  upon  which  the 
business  is  built  and  managed."  Bernard  V.  Primus, 
Chairman  of  the  Board,  Trinidad-Tesoro  Petroleum 
Company  Limited. 

"We  are  most  optimistic  about  our  future  in  Trinidad 
and  Tobago  because  of  the  abundance  of  talent  and 
natural  resources  there,  and  the  stability  and 
unquestionable  integrity  of  the  Government,  with  who 
our  relations  continue  to  be  excellent."  Dr.  Robert  V. 
West,  Jr.,  Chairman  of  the  Board  and  Chief  Exec  utv 
Officer,  Tesoro  Petroleum  Corporation. 


are  Amoco,  Ford,  General  Motors,  W.R.  Grace, 
Nestle,  Sterling  Drug,  Sylvania,  Texaco,  and 
Westinghouse.  And  the  per  capita  income  and  real 
standard  of  living  of  the  wage  earner  make  Trinidad 
and  Tobago  a  leader  among  the  world's  developing 
countries. 

Trinidad  and  Tobago  is  rich  in  resources,  both 
human  and  natural.  The  industriousness  of  its  million- 
plus  people  resembles  the  drive  of  a  United  States  or  a 
Canada  more  than  of  a  tropical  country.  Like  those 
nations,  this  is  a  melting-pot  society.  African  and  East 
Indian.  British  and  French.  Spanish,  Portuguese, 
Chinese,  Lebanese,  Syrian  and  North  American.  Yet 
even  with  this  extremely  cosmopolitan  population,  the 
English  language  literacy  rate  is  above  95  percent. 

The  energy  of  the  people  of  Trinidad  and  Tobago 
is  matched  only  by  the  vast  reserves  of  energy  stored 
under  their  land  and  sea.  This  is  energy  that  will 
continue  to  power  the  developing  industries  of  the 
nation  and  contribute  to  the  world's  petroleum  supply. 


The  unique  company 


When  the  unique  energy  company  and  the  unique 
energy  country  formed  Trinidad-Tesoro  Petroleum 
Company  Limited,  negotiations  were  relatively  simple. 
So  were  the  agreements  that  came  out  of  them.  The 
Government  would  own  50. 1  percent  of  the  stock, 
Tesoro  49.9  percent.  And  the  new  company  would 
operate  autonomously  and  independently.  From  its 
inception  five  years  ago,  it  has  operated  and 
continues  to  operate  that  way— with  notable  success. 

During  the  past  year,  Trinidad-Tesoro's  daily 
production  averaged  40,000  barrels  of  crude  oil  and 
30,000  MCF  of  natural  gas.  In  addition,  the  company 
has  a  25  percent  interest  in  a  new  185,000-acre  block 
offshore  the  southeast  coast  of  Trinidad  and  is  pursuing 
the  acquisition  of  exploratory  acreage  offshore  the  east 
coast. 


Why  it  is  working 


This  unique  concept  is  working  for  reasons  that 
transcend  the  combination  of  financial,  technological 
and  natural  resources. 

It  is  working  because  each  partner  has  earned  the 
other's  respect  and  confidence. 

The  Government  of  Trinidad  and  Tobago 
consistently  has  kept  its  promises,  while  Tesoro  has 
recognized  its  responsibilities  to  the  employees  of  Trin- 
idad-Tesoro, to  the  local  communities  of  which  it  is  a 
citizen,  and  to  its  business  partner. 

It  is  working  because  everyone  involved  sincerely 
wants  it  to  work. 

The  Government  appointed  independent 
Trinidadians  of  ability  and  stature  to  the  Board  of 
Directors,  and  Tesoro  selected  its  very  top  people 
to  serve  on  the  Board. 

The  Government  has  implemented  its  policy  of 
encouraging  industrial  growth  and  expansion  in 
numerous  ways.  For  example,  it  has  provided  a 
channel,  the  Industrial  Development  Corporation, 
through  which  companies  can  deal  with  all 
Government  agencies.  And  its  fiscal  incentives  to 
industry  are  varied  and  attractive.  Through  its 
experience  as  co-owner  of  more  than  30  companies, 


the  Government  of  Trinidad  and  Tobago  has  gained  an 
understanding  of  the  needs  of  business  as  well  as  the 
benefits  of  business  to  the  country. 

Tesoro  has  placed  great  importance  on 
maintaining  and  increasing  the  level  of  employment 
while  continually  raising  the  level  of  employee  ability 
through  an  educational  program  that  extends  from 
training  unskilled,  unemployed  youth  to  granting 
scholarships  for  advanced  studies  at  universities  in  the 
United  States.  Tesoro  also  has  limited  voluntarily  the 
number  of  expatriates  in  managerial  positions. 
(There  are  now  only  three.)  Tesoro's  confidence  in 
the  people  of  Trinidad  and  Tobago  and  the  company's 
contributions  to  the  success  of  Trinidad-Tesoro  have 
helped  to  build  the  Government's  strongly  positive 
attitude  toward  co-ownership  with  foreign  companies, 

An  invitation  to  your  company 

As  a  result  of  Tesoro's  pleasant  and  rewarding 
association  with  the  Government,  the  company  hopes 
to  expand  its  investment  in  Trinidad  and  Tobago,  and 
is  considering  major  new  projects  on  the  same  joint 
ownership  basis. 

Concurrently,  the  Government  is  progressing  with 
its  program  for  industrial  diversification.  Top  priority  is 
being  given  to  the  development  of  petrochemicals  and 
other  petroleum-based  industries,  as  well  as  to 
industries  that  consume  large  quantities  of  energy. 

If  your  company  is  considering  a  partnership  with, 
a  host  government  anywhere  in  the  world,  Tesoro 
hopes  you  find  the  same  favorable  conditions  it 
found  in  Trinidad  and  Tobago. 

One  way  to  make  sure  you  do  is  to  become  our 
neighbor  in  the  Treasure  Islands. 

The  Industrial  Development  Corporation  of 
Trinidad  and  Tobago  will  be  pleased  to  answer  your 
questions  about  locating  there.  Write  them  at 
400  Madison  Avenue,  New  York,  N.Y.  10017.  Or 
telephone  (212)  PL  5-9360. 

And  if  you'd  like  to  know  more  about  Tesoro 
Petroleum  Corporation,  write  for  a  copy  of  our  Annual 
Report  to:  Dr.  Robert  V.  West,  Jr.,  Chairman  of  the 
Board  and  Chief  Executive  Officer,  Tesoro  Petroleum 
Corporation,  8700  Tesoro  Drive,  San  Antonio,  Texas 
78286.  Or  call  (512)  828-8484. 

The  fastest-growing  energy  company 
in  America 


TESORO  PETROLEUM  CORPORATION 


Adapted  from  a  speech  de- 
livered to  the  American  Iron 
Ore  Association  on  June  12, 
1974  by  Lewis  W.  Foy.  Mr.  Foy 
recently  succeeded  Stewart  S. 
Cort  as  chief  executive  officer 
of  Bethlehem  Steel  Corpora- 
tion. 


Brighter  days  ahead  for 

the  steel  industry 
...  and  domestic 
iron  ore  producers 


I'm  strongly  optimistic  about  future  prospects,  both 
for  the  American  steel  industry  and  suppliers  of 
domestic  iron  ore. 

The  forecasts  all  point  to  fast-growing  customer 
demand  for  steel.  The  consensus  is  that  there'll  be 
a  need  for  about  25  million  tons  of  net  added  raw 
steelmaking  capacity  by  1980  —  over  and  above 
modernization  and  replacement  of  existing  capacity. 

That's  a  tall  order,  but  my  industry  hopes  and  ex- 
pects to  find  a  way  to  do  the  job — even  though  it 
calls  for  capital  investments  of  some  $3-to-4  bil- 
lion a  year! 

In  fact,  many  companies  have  already  announced 
substantial  expansion  projects  —  Bethlehem  in- 
cluded. A  major  share  of  our  new  capacity  is 
planned  for  plants  on  the  Great  Lakes — Burns  Har- 
bor, near  Chicago,  and  Lackawanna,  near  Buffalo. 
And  those  plants  are  best  served  from  the  Iron  Ore 
Range  of  northern  Minnesota  and  the  Michigan 
peninsula. 

Small  wonder,  then,  that  there's  already  been  an  up- 
surge in  plans  for  new  or  greatly  expanded  mining 
operations.  For  example,  our  big  project  at  Hibbing, 
Minn.,  jointly  with  Pickands  Mather  &  Company  and 
The  Steel  Company  of  Canada  Ltd.,  is  already  under 
construction,  and  will  produce  about  51/2  million 
tons  of  pellets  annually. 

Vast  Iron  Ore  Reserves 

Considering  all  the  concern  these  days  about  con- 
servation of  natural  resources,  is  there  plenty  of  do- 


mestic ore  available?  The  answer  is  clearly,  "yes"; 
iron  ore  is  one  of  the  most  abundant  of  all  minerals. 

A  recent  U.  S.  government  study  indicates  thai 
known  and  recoverable  iron  ore  reserves  are  2-to- 
10  times  greater  than  our  total  national  require- 
ments up  to  and  including  the  year  2000!  The  big 
problem  isn't  availability;  it's  the  tremendous  cost 
of  developing  new  facilities. 

Of  course  we  have  to  conserve  and  recycle  to  the 
limits  of  our  ingenuity,  but  it's  comforting  to  know 
that  our  land  is  blessed  with  vast  riches  of  iron  ore. 

Putting  it  all  together,  I  foresee  busy  and  productive 
years  ahead  for  both  the  steel  and  iron  ore  mining 
industries.  The  success  of  our  operations  can  be 
only  good  news  to  the  steel-consuming  industries 
that  are  looking  to  us  for  a  reliable  and  ample  sup- 
ply of  steel  products. 


Lackawanna 
Plant 


Chicago^ 


(Burns 
Harbor  Plant 


Lower-grade  ores  called  taconite  will  be  mined,  concentrated, 
and  pelletized  at  our  new  Hibbing,  Minn.,  mining  project.  These 
iron-ore  pellets  will  feed  blast  furnaces  at  our  Burns  Harbor, 
Ind.,  and  Lackawanna,  N.Y.,  plants.  Another  taconite  opera- 
tion, 75  miles  north  of  Duluth,  has  been  producing  pellets  foi 
the  past  16  years.  These  are  shipped  from  Taconite  Harbor. 


Largest  of  all  lake  ore  carriers  is  the  S.  J.  Cort.  This  1,000-ft- 
long  self-unloader  serves  our  Burns  Harbor  plant  on  Lake 
Michigan  east  of  Chicago. 


Bethlehem 


Scotch  In  Dutch 


Scotch  whisky  is  a  commodity  in  Scotland  and  a  retail  prod 
uct  in  the  U.S.  Inflation  is  crimping  one,  vodka  the  other. 


To  image-conscious  Americans  in 
the  affluent  Sixties,  Scotch  whisky 
was  glamour-and-soda,  an  aperitif  to 
the  good  life.  To  U.S.  liquor  dis- 
tributors who  rode  the  Scotch  boom 
from  9.7%  of  the  $7-billion  distilled- 
spirits  market  in  1963  to  13.2%  of  a 
$12-billion  market  in  1973,  Scotch 
was  a  marketing  masterpiece. 

To  the  Scots  in  the  glens  and  low- 
lands, "whisky"  was  something  they 
aged,  blended  and  shipped  around 
the  world— a  growing  commodity,  a 
craft  and  calling  as  much  as  a  busi- 
ness. To  the  British  government 
Scotch  was  a  lifesaver,  at  $637  mil- 
lion by  1973  (up  from  $240  million 
in  1964),  one  of  the  nation's  fastest- 
growing  foreign-exchange  earners. 

But  Scotch  whisky's  U.S.  growth— 
and  Americans  drink  nearly  half  of 
all  the  Scots  export— is  slowing  mark- 
edly these  days.  After  doubling  in  a 
decade,  U.S.  Scotch  consumption  rose 
only  4%  in  1972,  4.5%  in  1973. 

Now  U.S.  distributors  are  vying  for 
top  place  in  a  less  expansive,  more 
expensive  Scotch  market.  They  are 
fighting  four  major  battles: 

Battle  One:  Market  leaders  Liggett 
&  Myers'  J&B  Rare,  Northwest  Indus- 
tries' Cutty  Sark,  Glen  Alden's  De- 
war's  and  Norton  Simon's  Johnnie 
Walker  Red  all  want  the  top  spot. 

Battle  Two:  Americans  are,  as  H.L. 
Mencken  said,  "ombibulous.  They 
drink  every  known  type  of  alcoholic 
drink  and  enjoy  them  all."  And  their 
tastes  change. 

Battle  Three:  The  two-decade 
trend  toward  "lighter"  liquor  has  ul- 
timately led  to  vodka,  whose  only 
ingredient  (besides  water)  is  trans- 
parent, practically  tasteless,  nearly 
odorless  grain  neutral  spirits.  Vodka 
has  gone  from  9.4%  of  the  U.S.  dis- 
tilled liquor  market  in  1963  to  16.8% 
in  1973.  Vodka  consumption  is  grow- 
ing at  11%'a  year,  vs.  Scotch's  4%. 

Battle  Four:  Americans  are  moving 
to  wine.  It  is  now  a  $2-billion-a-year 
market,  and  growing  at  12%— taking 
customers  away  from  both  the  liquor 
and  the  beer  markets. 

A  fifth  battle  looming  is  the  infla- 
tion that  hovers  everywhere.  Back  in 
the  Highlands  the  Scots  distillers  are 
having  to  'mix  inflation  into  their 
brew— and  they've  already  passed  on  a 
19%-per-case  increase  to  the  distribu- 
tors this  year.  Commodity  prices  for 
Scotch's  main  ingredients,  maize  and 
bailey,  have  doubled  in  the  past  12 
months.  The  canny  distillers  are  hav- 


ing to  pay  an  uncanny  12%  to  14% 
for  their  money,  compared  with  7% 
to  8%%  last  year.  Labor,  energy  and 
materials  costs  are  all  up— but  those 
extra  costs  can  be  recovered  from  the 
consumer  only  when  that  Scotch 
comes  on  stream  six  years  from  now. 

U.S.  distributors  have  already  add- 
ed 75  cents  a  quart  to  standard 
brands.  That  means  $9.05  a  quart  in 
New  York  City  for  Cutty  Sark. 

"The  distilled  spirits  business  is 
slowing  down,"  said  a  spokesman  for 
Northwest  Industries'  Buckingham 
Corp.,  Cutty  Sark  distributors,  "and 
Scotch  is  slowing  down  with  it.  Ta- 
ble wine  consumption  is  going  to  keep 
on  following  the  European  high-con- 


"Keep  your 
hands  off 
my  lunch, 
will  you!" 


sumption  pattern.  Scotch  is  being 
threatened  within  the  distilled  spirits 
business  by  vodka.  No  doubt  about 
it.  Increased  costs  are  going  to  come 
out  of  somebody's  margins." 

That's  frank  enough.  Isn't  Bucking- 
ham worried?  "We're  going  to  have 
to  fight  harder,"  said  the  spokesman— 
but  there's  more  to  it  than  that.  First, 
Scotch  and  vodka  growth  cuts  into 
American  whiskey  sales:  blends, 
straights,  "light  whiskey,"  bonds  are 
down  from  55%  of  the  U.S.  liquor 
market  ten  years  ago  to  33.4%  today. 

Next,  as  the  man  from  Buckingham 
said:  "Four  percent  growth  annually 
on  the  kind  of  numbers  we  sell  is 
good:  That's  4%  on  2.5  million  cases 
—even  if  we  only  keep  our  market 
share.  If  we  can  shave  some  from  the 
others  [meaning  he  plans  to],  fine." 

Then  there  are  the  distributors'  and 
retailers'  margins— say  $2  on  a  fifth  of 
top-selling,    top-price    standard-brand 


Scotch.  If  private-label  bulk  Scotch 
can  sell  for  under  S5  a  fifth— against 
S7  lor  standard  brands— what  are  im- 
bibers getting  for  the  extra  82— mys- 
tique? Bottled-in-the-U.S.  bulk  Scotch, 
which  pays  less  duty  and  is  cheaper 
to  ship,  accounts  for  one-third  of  the 
U.S.  Scotch  market.  But  is  it  dif- 
ferent Scotch?  Not  necessarily.  It  is 
made  from  the  same  grains,  blended 
by  the  same  blenders  and  must  age 
for  the  same  minimum  of  years.  Bulk 
Scotch  is  shipped  100  proof  and  di- 
luted with  U.S.  water  to  make  it  80 
or  86  proof.  That's  different?  But 
bulk's  greatest  fault,  from  the  distrib- 
utors' and  distillers'  viewpoint,  is  its 
much  thinner  margin. 

But  brand-name  Scotches  have  im- 
age, class,  the  international  "jet  set' 
allure  of  the  glossy  pages.  "Some  peo- 
ple believe  Scotch  tastes  better  if  they 
pay  $7  for  it  instead  of  $5,"  said  an 
aficionado.  And  when  it  costs  $10  a 
bottle,  like  Chivas  Regal  or  Johnnie 
Walker  Black,  then  "price  isn't  a  bar- 
rier to  increased  sales,"  says  Ivan 
Straker,  chief  executive  of  The  Glen- 
livet,  Scotland's  oldest  legal  distillery. 

The  Scottish  producers  are  banking 
on  increased  global  sales— export  sales 
by  volume  and  value  were  up  14% 
last  year— to  make  up  for  the  slowing 
in  U.S.  demand;  and  they  are  putting 
their  money  where  their  hopes  are, 
spending  around  $250  million  on  in- 
creased production.  But  as  Scotch 
whisky  analysts  Macgregor,  Walker  & 
Co.  concede,  "Scotch  consumption  is 
linked  to  increasing  disposable  in- 
come." Recent  growth  markets  like 
Japan  and  southern  Europe  may  be- 
gin to  pinch  for  disposable  income  as 
the  world  recession  unfolds. 

There  is  one  other  high-margin  ray 
of  hope  for  the  Scots  distillers.  The 
prestige  single-malt  Scotch  producers, 
starting  from  a  low  base,  are  experi- 
encing tremendous  demand:  "Twelve 
years  ago  I  didn't  see  a  boom  in 
single  malts,  and  now  I  haven't 
enough,"  laments  Glenlivet's  Straker. 

Single  malts  like  Glenlivet,  at 
$10.68  a  fifth,  or  Glenfiddich,  at 
$10.18  a  fifth,  are  high-margin  gold 
drams  in  more  way.  than  one.  Single 
malts  now  sold  in  the  U.S.  are  a  tiny 
fraction  of  Scotland's  $637-million  an- 
nual export  Scotch  package.  Malts 
are  only  0.5%  of  the  U.S.  Scotch  mar- 
ket. Nor  can  market  share  be  quick- 
ly increased.  They  take  eight  or  12 
years  to  mature. 

By  contrast,  "aged-in-the-bottle" 
vodka  can  take  as  little  as  ten  days 
from  field  to  flask. 

Scotch  may  still  command  a  strong 
following— but  it  lacks  the  growth 
that  goes  with  being  the  newest 
drink  on  the  nation's  lips. 

Hie  transit  gloria?  ■ 
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1974  Forbes 
utual  Fund  Ratings 


In  the  past  12  months  very  few  fund   managements  have  earned  their  fees. 

There  will  be  no  Forbes  Honor 
Roll  for  mutual  funds  this  year.  Last 
year  our  Honor  Roll  contained  nine 
names,  with  seven  others  cited  for 
good  performance. 

We  rate  funds  on  a  number  of 
scores:  First  we  compute  their  gain 
in  net  asset  value  (capital  gains  divi- 
dends reinvested)  over  the  latest  12 
months,  June  30  to  June  30.  (It  was 
the  rare  fund  that  did  not  show  a 
loss  this  year.)  These  are  short-term 
performance  figures.  But  what  really 
counts,  in  Forbes'  view,  is  the  long- 
term  performance.  We  measure  long- 
term  performance  in  two  ways: 

1)  Forbes  Performance  Ratings 
(A-|-  through  F).  For  up  markets,  we 
measure  mutual  fund  performances  in 
three  distinct  periods  (see  p.  67); 
the  funds  are  then  grouped  according 
to  percentiles.  Precisely  the  same 
thing  is  done  for  down  markets.  We 
call  these  "consistency"  ratings,  be- 
cause, to  rank  high,  a  fund  must  do 
well  in  every  period  and  not  just 
spectacularly  well  in  one  or  two. 

2)  We  measure  capital  apprecia- 
tion over  the  full  12-year  period  and 
express  it  as  a  compounded  annual 
figure.  This  figure,  plus  the  dividend 
return  figure,  gives  a  rough  indica- 
tion of  the  overall  rate  of  return. 

For  the  Honor  Roll,  our  criteria 
were  fairly  steep.  A  fund  had  to  rank 
at  least  A-C  or  B-B.  It  had  to  show 
an  average  annual  return  of  8%  or 
better  from  capital  gains— thus  keep- 
ing well  ahead  of  inflation.  And  it  had 
to  have  at  least  $50  million  in  assets— 
because  performance  by  very  small 
funds  can  be  a  freak  that  couldn't  be 
repeated  with  large  size. 

Using  these  criteria  this  year,  only 
two  funds  would  have  made  the  list, 
as  against  nine  last  year.  The  winners 
were  Chemical  Fund,  a  very  big  load- 
charging  stock  fund,  which  has  con- 
sistently ranked  high  in  Forbes  rank- 
ings, and  Niagara  Share,  a  smaller 
closed-end  fund. 

There  were  other  above-average 
performances,  but  none  of  them 
would  quite  make  our  Honor  Roll. 
Those  worth  mentioning   among  the 


On  the  ropes  now,  will  the  funds  go  on  to  fight  another  day? 


load-charging  funds  are  Axe-Hough- 
ton  Stock  Fund,  Putnam  Investors 
and  Pioneer.  There  was  Istel  Fund,  a 
low-load  fund.  Among  the  no-loads, 
the  David  L.  Babson  Fund  and  Gen- 
eral American  Investors,  a  closed-end 
fund.  Several  highly  specialized  funds 
might  have  qualified,  but  Forbes  does 
not  consider  them  regular  mutual 
funds.  ASA,  Ltd.  was  outstanding  in 
this  group. 

For  the  funds  as  a  whole,  it  was 
simply  not  a  good  year.  In  the  12 
months  from  June  30,  1973  to  June 
30,  1974  the  Standard  &  Poor's  500 
stock  average  was  down  17.5%; 
Forbes'  index  of  common  stock  mu- 


tual funds  was  down  17.2%.  Over  tb 
12  full  years  covered  by  the  curren 
Forbes  figures,  the  S&P  showed 
3.8%  capital  appreciation  compoundei 
annually;  the  mutual  fund  average 
showed  4%.  In  dividend  payments,  tb 
S&P  yielded  4.1%  June  to  June;  tb 
mutual  fund  index  only  3.3%. 

Fund  performance,  then,  was  oi 
average  just  that— average.  Fun< 
managers  hardly  covered  themselve 
with  glory.  The  industry  need  lool 
no  deeper  than  these  performance 
figures  in  trying  to  understand  wlv 
the  public  is  steadily  pulling  mono] 
out  of  mutual  fluids. 

Please  turn  to  pane  87 
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Hie  World  of  Fruehauf: 

Expanding  its  involvement  in  one  of 

nan's  oldest  forms  of  transportation. 

The  world  of  ships  is  a  dramatic  part  of 
le  world  of  Fruehauf. 

Our  Baltimore  and  Jacksonville  shipyards 
re  two  of  the  most  modern  in  the  United 
Itates  for  ship  repair  and  maintenance,  ship 
onversion,  and  construction  of  specialty 


vessels.  We  now  have  in  operation,  for 
example,  the  largest  floating  dry  dock  on  the 
eastern  seaboard,  and  either  of  our  two 
shipyards  can  accommodate  virtually  any 
vessel  afloat. 

For  more  details  on  our  maritime  oper- 
ations and  the  world  of  Fruehauf, 
write  for  our  Annual  Report. 
Fruehauf  Corp.,  Dept.  FO-84 
10900  Harper,  Det.,  MI  48232. 


TRANSPORTATION 


One  of  the  biggest  gas  transmission 
companies  in  the  world. 

Yoytl  never  know  it  by  our  name. 


Peoples  Gas  Company. 
It's  more  than  just  Chicago's 
gas  utility.  It's  one  of  the  largest 
integrated  natural  gas  systems 
in  the  world. 

Peoples  Gas  is  The  Peoples 
Gas  Light  and  Coke  Company, 
serving  Chicago.  North  Shore 
Gas  Company,  supplying  gas  to 
northeastern  Illinois.  Harper 
Oil  Company,  engaging  in  the 
exploration,  development  and 
operation  of  oil  and  gas 
properties  in  the  Southwest. 
And  the  transmission  company, 
Natural  Gas  Pipeline  Company 
of  America. 

Natural  Gas  Pipeline  began 
back  in  1931  as  America's  first 
long  distance,  high  pressure  gas 
transmission  system.  Ever 
since,  it  has  been  a  leader  in 
pipeline  operation.  And  a 
forerunner  in  the  development 


and  use  of  new  technology  for 
transmission  and  storage. 

Since  1969  Peoples  Gas  ha 
made  record  expenditures  of 
over  900  million  dollars  to  find 
new  sources  of  gas  and  bring  it 
to  market. 

PGL  on  the  '"big  board"  is 
Peoples  Gas  Company.  Get  to 
know  us  by  our  right  name. 


Peoples  Gas  Company 

Natural  Gas  Pipeline  Company  of  America 
The  Peoples  Gas  Light  ana  Coke  Company 
North  Shore  Gas  Company 
Harper  Oil  Company 


FOR  A  COPY  OF  OUR  ANNUAL  REPORT,  WRITE:  PEOPLES  GAS  COMPANY,  122  S.  MICHIGAN  AVE.,  ROOM  319.  CHICAGO,  IL  60603 


-100 


120 


110 STANDARD  &  POOR'S 

5O0  AVERAGE 


12/62 

6/30/62 


12/73 
6/30/74 


WHAT  THE  RATINGS  MEAN 

FORBES  rates  mutual  funds  on  the  basis  of  their  per- 
formance in  three  rising  markets  and  three  falling  mar- 
kets (see  chart).  We  rate  funds  against  each  other  rather, 
than  on  an  absolute  scale.  In  up  markets,  the  top  12.5% 
get  an  A+,  the  next  12.5%  get  an  A,  the  next  25%  get 
B,  the  next  25%  get  C,  the  lowest  25%  get  D.  There  is, 


however,  some  weighting  toward  performance  in  the 
most  recent  period.  Also,  a  fund  that  did  especially  badly 
in  a  down  market  may  rate  F— failing.  Funds  that  have 
not  been  in  operation  for  at  least  12  years  may  not  get 
an  A+  rating. 


Playing  The  Money  Market 

Traditionally,  mutual  funds  offered  a  slice 

of  American  industry.  Not  interested? 

How  about  a  slice  of  today's  high  interest  rates? 


As  far  as  sales  were  concerned,  the 
first  half  of  1974  was  even  worse  than 
the  first*  half  of  1973  for  mutual 
funds:  Sales  were  only  $1.7  billion, 
down  from  nearly  $2.3  billion.  Only 
two  things  saved  the  industry  from  a 
real  run  on  assets:  1)  Redemptions 
were  down,  too,  from  nearly  $3  billion 
to  $1.9  billion  (for  an  explanation 
see  the  following  article),  and  2)  The 
money  market  funds  were  selling  well. 
Money  market  funds,  unlike  most 
mutual  funds,  aren't  tied  to  the  stock 
market.  They  are  tied  to  interest  rates. 
They  offer  not  a  slice  of  American  in- 
dustry but  a  slice  of  high  interest 
rates.  The  majority  of  them  are  pack- 
ages of  short-term  debt  maturing  in 


90  days  and  less.  For  small  investors 
they  offer  an  attractive  alternative  to 
savings  accounts.  They  are  paying  re- 
turns ranging  from  8.5%  to  11.5%. 
Minimum  initial  investments  range 
from  zero  (the  PRO  Income  Fund,  in 
Valley  Forge)  to  $5,000. 

Still  other  funds  invest  in  govern- 
ment bonds  or  securities  of  govern- 
ment agencies  such  as  Federal  Na- 
tional Mortgage  Association.  Ameri- 
can Express  Government  Securities 
Fund  is  one  example,  Fund  for  Fed- 
eral Securities  is  another. 

Then  there  are  hybrid  funds,  like 
Keystone  Custodian  Series  B-l  and  T. 
Rowe  Price  New  Income  Fund,  that 
mix   government   and  corporate   debt 


securities.  These  manage  their  port- 
folios—that is,  trade  in  the  bond  debt 
market,  switching  for  better  yields  or 
for  shorter  or  longer  maturities. 

Finally,  there  are  the  closed-end 
bond  funds,  which  are  a  package  of 
securities  held  by  the  fund  until  they 
mature;  only  then  is  the  money  rein- 
vested. Among  these  is  the  American 
General  Bond  Fund 

In  short,  there  is  a  bond  fund  for 
every  taste.  Some  of  these  funds  guar- 
antee safety  of  principal  (though  not 
necessarily  of  income).  One  fund,  Fi- 
delity Daily  Income  Trust  of  Boston, 
allows  you  to  draw  checks  (of  $1,000 
or  more)  against  your  fund  holdings 
—like  a  bank  account. 

The  big  question  is:  How  good  are 
these  funds?  Are  they  a  sound  way 
to  play  the  fixed-income  market?  The 
answer  is  that  they  have  drawbacks 
as  well  as  advantages. 

The  first  thing  to  remember  is  that 
these  funds  do  not  come  cheap.  Some 
of  them  carry  a  loading  charge,  4*4% 
to  8£%,  and  all  of  them  levy  a  man- 
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THE  DINES 
LETTER 

has  never  been 
more  bearish. 

Find  out  why  Dines  is 
convinced  this  market  is 
very  vulnerable,  but  why 
golds  and  silvers  look 
higher. 

What  GOLDS  could 
earn  if  the  price  of 
GOLD  is  at 
$100  $125   $150 
$180  $200  $500 


Let  THE  DINES  LETTER  show  you  a 
table  of  1974.  1975  and  1976  earn- 
ings and  dividend  estimates  of  over 
35  gold  mining  shares  at  various  gold 
prices,  plus  charts  of  each. 


The  gold  and  oil  crises  have  already  this  year  toppled  govern- 
ments around  the  world,  including  England,  France,  Portugal, 
Israel,  Germany,  Canada,  Italy  and  maybe  even  the  U.S. 
What  connection  does  Dines  see  with  recent  stock  collapses  in 
Polaroid,  Combustion  Eng,  Con  Ed,  Research  Cottrell,   Damon? 

INFLATION 

Inflation  appears  to  be  accelerating  toward  its  final  phases, 
and  all  inflations  have  always  ended  in  tragic  deflations. 
Prices  are  rising  so  rapidly,  for  anyone  to  see,  that  THE 
DINES  LETTER  does  not  see  how  those  on  relatively  fixed 
incomes  can  possibly  be  consuming  as  much  as  they  did  a  year 
ago  unless  they  ore  cutting  back  expenditures  elsewhere.  It 
could  all   just  snowball   into  a  severe  gold  flareup. 

Find  out  why  THE  DINES  LETTER  actually  believes  our 
monetary  leaders  do  not  fully  understand  gold.  Wall  Street, 
reeling  under  the  killing  pincers  of  lower  commissions  and 
reduced  volume,  is  now  finally  beginning  to  get  interested  in 
gold.  Shouldn't  you,  too? 

LOW  P/E's 

Low  P/E  Ratio  Industrials  do  not  impress  THE  DINES  LETTER 

because,  in  their  opinion,  1975  earnings  will  decline  more 
than  most  now  believe.  Con  Edison  and  Franklin  Bank  dividend 
omissions  were  only  the  beginning,  in  Dines'  opinion.  THE 
DINES  LETTER  has  never  recommended  more  short  sales  than 
now,  which  is  why  they  say  they  are  so  bearish,  despite  many 
bear  market  rallies.  Sooner  or  later  Dines  will  at  last  recom- 
mend taking  profits  on  golds  and  silvers  and  going  back  into 
industrials — be  a  DINES  LETTER  reader  at  that  time. 
Find  out  what  Dines  thinks  recent  currency  turmoil  could  mean 
to  you.  Find  out  why  Dines  so  vehemently  believes  golds  and 
silvers  should  not  be  traded  for  "Technical  Corrections,"  but 
should  be  held — no  matter  what. 

PLUS:  A  special  feature  on  which  gold  and  silver  shares  THE 
DINES  LETTER  feels  are  best  to  buy  now.  AND:  A  special 
feature  on  8  leading  currencies,  showing  which  would  be  most 
backed  by  gold,  and  which  are  safest  to  be  in  at  various  gold 
prices.  IN  ADDITION:  A  special  chart  of  gold's  relative 
strength  back  to  1948,  what  it  looks  like  now,  and  what  it 
means.  LET  THEM  SHOW  you  actual  charts,  with  Trendlines 
drawn  in  for  you,  and  specific  advice  (buy  or  sell  short)  on 
more  than  75  leading  stocks. 


FOR  ALL  THESE  FEATURES  PLUS  MANY  MORE: 

(book  reviews,  short-term  trading  stocks,  etc.)  send  no  written  message.  Just  include  this  ad,  your  name, 
address  and  $10  for  a  4-issue  trial  to  Dept.  J94N2.  (Payment  MUST  be  enclosed.)  Also,  ask  for  information 
on  the  latest  Dines  Gold  and  Silver  Seminar;  New  York  in  October  and  London  in  November.  For  information 
as  to  how  you  can  hire  Mr.  Dines  to  manage  your  portfolio,  or  the  portion  of  it  devoted  to  precious  metals, 
through  the  broker  of  your  choice,  call  Mr.  Sauchelli  (212)  725-1542;  minimum  portfolio  size  is  $100,000. 
Private  consultations  with  Mr.  Dines  are  $500  per  hour. 

The  Dines  Letter      18  East  41  St.,  N.Y.,  N.Y.  10017 

(Not  assignable  without  your  consent.)  (N.Y.  residents,  please  add  applicable  sales  tax.) 


I J 


f 

FOR 

GROWTH  POSSIBILITIES 

CHEMICAL 
FUND,  INC 

This  mutual  fund,  now  in  its  35th 
year,  seeks  growth  of  capital  and 
of  income  by  investing  in  com- 
panies whose  business  is  in 
the  world  of  science  and  re- 
search. Free  prospectus  from  F. 
Eberstadt  &  Co.,  Managers  & 
Distributors,  Inc.,  61  Broadway, 
New  York,  N.Y.  10006. 
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Name. 


Address. 


City  &  State- 


YOURS! 

FundScope's 
1974  Mutual 
Fund  Guide 

A  332-page  book 
with  all  the 
basic  informa- 
tion you  need 
on  over  450 
Mutual  Funds. 
Load  &  No-Load. 
This  Guide  alone  sells  for  $25 
It's  Yours  with  a  Trial 
Subscription  to  FundScope 

Send  just  $27  for  the  next  3  issues  of  FundScope, 
a  thinking  man's  guide  to  mutual  funds.  PLUS  — 4 
big  bonuses:  A  special  40-page  reprint:  "Are 
No-Load  Funds  a  Bargain?",  a  36-page  review, 
"Which  Funds  Were  Top  Performers?",  the  64-page 
analysis,  "Which  Funds  Performed  Well  in  Up  and 
Down  Markets?",  AND  the  332-page  1974  Mutual 
Fund  Guide,  the  new  bible  of  the  fund  industry. 
ACT  NOW:  Mail  your  $27  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $68.00  (10-day  returnable 
guarantee).  Include  ZIP. 

FundScope  does  not  sell  mutual  funds  or  have  any 
connection  with  any  fund  or  related  company. 
No  salesman  will  call.  Not  available  on  newsstands. 
FundScope  Dept.  F-61,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Calif.  90067 


agement  fee,  running  to  1%  a  year  ar 
more.  This  means  that  the  yield  a 
never  be  as  good  as  the  yield  avai 
able  in  the  market;  even  if  a  fur 
could  get  a  12%  yield  on  its  portfoli 
the  management  fee  would  redu< 
the  return  to  the  investor  to  11%. 

Be  careful,  too,  of  funds  that  pror 
ise  extra-liberal  yields.  They  may  I 
sacrificing  quality  in  reaching  fi 
yield.  Reserve  Fund  is  an  example, 
currently  offers  a  yield  of  11.5%,  bi 
its  portfolio  is  heavy  with  guarantee 
letters  of  credit,  short-term  gover 
ment  paper  or  certificates  of  depos 

Another  drawback  is  this:  If  yc 
are  looking  for  a  short-term  inves 
ment,  say  for  money  you  want 
draw  upon  for  other  uses  in  the  ne 
future,  it  doesn't  make  sense  to  buy 
fund  with  a  loading  charge  that  mi 
well  nick  from  4.5%  to  8.5%  off  yoi 
investment  right  at  the  start. 

The  Edge 

The  chief  advantage  of  a  mom 
market  fund  is  that  it  offers  small  i 
vestors  a  chance  to  get  into  the  hig 
interest  end  of  the  market  that  h 
been  largely  closed  to  them.  It  h 
been  closed  because  of  statutory  limi 
on  the  payout  by  banks  and  savings 
loans.  The  small  investor  was  forc( 
to  take  6%  or  7%,  while  the  big  inve 
tor  could  get  10%  and  better. 

However,  recently,  serious  cor 
petition  has  reared  its  head  in  tl 
form  of  Citicorp's  new  variable  ra 
15-year  note  issue.  These  are  availab 
in  $1,000  amounts.  They  guaranti 
9.7%  the  first  year,  and  a  rate  of  ] 
above  the  Treasury  bill  rate  for  tl 
second  year.  Few,  if  any,  of  the  mom 
market  funds  can  beat  that  rate,  ar 
the  Citicorp  issue  charges  no  ma 
agement  fees. 

Unlike  the  mutual  funds,  Citicoi 
notes  are  not  redeemable  upon  d 
mand,  but  this  is  not  a  serious  dra\ 
back.  They  are  traded  on  the  Ne 
York  Stock  Exchange,  and  since  th< 
mature  in  two  years  even  a  furth 
sharp  increase  in  interest  rates  wou 
not  cause  much  of  a  loss  in  mark 
value.  Conversely,  a  sharp  drop  in  i 
terest  rates  would  produce  only 
small  capital  gain  for  the  ooteholdei 
Citicorp  offered  an  issue  of  $650  m: 
lion  of  these  notes. 

What  about  long-term  bonds?  E 
mutual  funds  offer  any  attractions 
investors  who  would  like  to  lock 
high  yields  by  buying  long-term  bom 
at  current  prices?  Certainly  the  iun< 
offer  a  diversity  the  small  invest) 
could  not  achieve  on  his  own,  bn 
again,  he  pays  a  price  for  it  in  loadii 
charges  and  management  fees.  (Yc 
can  make  a  case  that  mutual  lum 
that  invest  in  stocks  earn  their  !<■< 
The  case  has  been  weakened  in 
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NEW  MULTIMILLION  DOLLAR 

CENTRALIZED 
RAIL  WELDING  PLANT 

FOR  FAST- MOVING  SANTA  FE  FREIGHTS 


To  meet  the  increasing  demand  for  welded  rail 
mileage,  Santa  Fe  has  just  opened  a  multimillion 
dollar  facility  at  Amarillo,  Texas. 

This  new  plant  is  an  efficient,  highly  automated, 
pollution-free  operation.  Located  at  a  central  point 
on  the  railroad,  it  will  provide *iew  and  reconditioned 
welded  rail  for  Santa  Fe's  vast  trackage.  Over  4,747 
of  our  19,000  miles  of  track  is  now  welded  rail,  and  will 
increase  to  more  than  5,000  miles  by  the  end  of  1 974. 

Santa  Fe  is  spending  $180-million  this  year, 
backed  up  with  $133-million  in  1973  for  improve- 
ments in  rail  operations.  Altogether  over  $2  billion 
has  been  invested  during  the  past  twenty  years  to 
keep  Santa  Fe  in  top  condition.  This  continuing 
improvement  program  has  made  Santa  Fe  ready  to 
meet  the  increasing  demands  being  placed  on  rail- 
roads today  to  move  freight  because  of  their  more 
efficient  use  of  energy. 

Santa  Fe  is  doing  big  things  to  provide  better  ways 
in  transportation,  and  we  are  proving  it  every  day. 


The  Atchison,  Topeka  and 

RAILWAY  COMPANY 


Santa  Fe 

31    K 


Yes- we're 
doing  things  in 
a  big  way  all  along 
the  Santa  Fe 


A  Santa  Fe  Industries  Company 


Joh««Q> 


Systematic  invesi .  plan 

-«  SM.6S  CHARGE 

^  10  i*  "*  The  Johnston 

^  ^*  Mutual  Fund  Inc. 

460  Park  Ave.,  N.Y.C.  10022  Depl.  C     ■ 
Phone:  (212)  679-2700 

Name 

I 


I 


Address. 
City 


_State_ 


_Zip_ 


This  is  neither  an  offer  to  sell  nor  a  solicitation 

of  an  offer  to  buy  in  any  state 

in  which  it  is  unlawful  to  make  such  offer. 

TEMPLETON 
GROWTH 
FUND, 
LTD. 

A  mutual  fund 
seeking  long-term  growth 
through  investments  in  U.S. 
and  Foreign  securities. 

For  free  prospectus  please  write: 

Securities  Fund  Investors 

1 8th  floor,  660  Madison  Avenue 
New  York,  New  York  10021 

Name 

Address . 

City Slate Zip 


LOW  COST 

Homes  and  Sheds! 

Pole  Building 
Construction 


an 


This  one-of-a-kind  book  will  save  you  money, 
labor,  time  and  materials  in  building  a  small 
home,  barn,  or  other  structure.  Involves  lim- 
ited grading,  no  excavation,  flexibility  in  site, 
good  wind  resistance,  few  materials.  Do  it 
yourself  with  this  clearly  written  book,  illus- 
trated with  more  than  40  special  plans  and 
drawings.  The  only  book  presently  available 
on  this  very  important  subject.  48  pages,  de- 
luxe paperback,  $3.00  postpaid.  Ask  for 
POLE   BUILDING   CONSTRUCTION.   Send   to: 

GARDEN   WAY  PUBLISHING  CO. 

Dept.    B-4490T,  Charlotte,  Vr.  05445 


years  by  poor  performance,  but  the 
fact  remains  that  many  investors  do 
far  worse  when  they  operate  on  their 
own  without  professional  manage- 
ment. It's  hard  to  make  the  same  case 
for  paying  managers  to  invest  your 
money  in  bonds.) 

But  the  big  excitement  today  is  in 
short-term  money  market  funds.  Mi- 
chael Lipper,  head  of  Lipper  Analyti- 
cal Services,  has  this  to  say  about 
their  sudden  popularity.  "Beware  of 
philosophies  that  have  a  rash  of  new 
adherents."  He  has  a  good  point:  The 
average  investor  would  do  well  to 
treat  these  money  market  funds  with 
healthy  skepticism— even  if  he  has  to 
take  a  slightly  lower  yield  on  his  own. 


The  Fund 
Owners: 
Grass  Roots 
Survey 


Our  reporters  find 

the  public  sour  on  the 

stock  market, 

yet  still  very  interested. 

But  most  mutual  funds 

"No!  Never  again!"  exclaimed  the 
widow  from  a  small  city  near  Port- 
land, Ore.  "When  I  bought  my  mu- 
tual funds  I  paid  three  times  what 
they're  worth  today.  It  would  take  me 
20  years  to  break  even."  Mrs.  Opal 
Natwick  was  one  of  the  53  share- 
owners  Forbes  telephoned  last  month 
for  an  informal  opinion  survey  about 
mutual  funds.  Mistaking  our  poll  for 
a  preliminary  sales  pitch,  she  had  her 
defenses  raised  from  the  moment  she 
heard  the  word  "fund." 

Frankly,  it  was  the  kind  of  response 
we  had  been  expecting.  With  $14  bil- 
lion redemptions  and  only  $11  billion 
new  sales  in  the  past  2M  years,  bad 
news  about  the  mutual  fund  industry 
has  become  routine.  So  routine,  in 
fact,  that  even  good  news  is  taken 
with  a  grain  of  salt.  In  July,  when  the 
Investment  Company  Institute  an- 
nounced two  consecutive  months  of 
net  sales,  some  people  in  the  industry 
attributed  the  slower  redemption  rate 
to  a  reluctance  to  take  big  losses. 
"Many  shareowners  now  appear  to 
be  waiting  for  the  market  to  improve 
in  order  to  'get  even,'  "  says  Robert 
Riley,  president  of  Putnam  Compa- 
nies, Inc.,  whose  management  subsid- 
iary runs  $1.6  billion  in  funds. 

A,  Riley  predicted,  we  (mmd  many 


454th  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  107  Years 

A  quarterly  dividend  of 
thirty-seven  and  one-half 
cents  (37V&1?)  a  share  will  be 
paid  September  13,  1974  to 
stockholders  of  record  August 
9,  1974. 

SAMUEL    B.    CASEY,    JR. 

President 


M.  W.  Kellogg 
Pullman-Standard 
Pullman  Transport 

Leasing  Company 
Swindell-Dressier 
Trailmobile 


Berry  Metal  Company 
The  Canadian  Kellogg 

Company,  Limited 
Canadian  Trailmobile  Limited 
Empresos  Tecnicas  Asociodas 

Pullman,  S.  A.  (Mexico) 
Heat  Research  Corporation 
Kellogg  Continental  B.  V. 
Kellogg  International 

Corporation 
Mahon  Industrial  Corporation 
F.  C.  Torkelson  Company 
Trailmobile  Finance  Company 
Traitor,  S.  A.  (France) 


WHICH 

NO  LOADS 

(no  broker  lee) 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
charts,  ratings,  risk  and  strength  comparisons, 
and  information  on  Aggressive,  Growth,  Quality 
and  Cash  Haven  Funds. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.00 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.25 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-4B    P.O.  Box  2109 

San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 


ND  GUIDE 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


70 


FORBES,   AUGUST    15,    1974 


Allegheny  Ludlum 

Industries:  our 
Specialty  Metalmen 
helped  as  see  our  way 

through  thef 

energy  crisisi 


In  all  the  world,  only  our  unique  Specialty 
Metalmen  team  gets  so  broadly  and  deeply  involved 
with  energy  makers  and  movers  to  power  a  world 
facing  energy  problems. 

Fron\this  group  come  Allegheny  Ludlum  steel, 
turbine  blades,  reactor  components  and  nuclear 
tubing  for  electrical  generating.  Wallingford  Steel 
helps  with  condenser  tubing  and  cablewrap. 

In  distribution,  you  find  laminations  of 
Allegheny  Ludlum  silicon  steels,  relays  with  Special 
Metals  vacuum-melted  alloys.  Natural  gas  is  trans- 
ported in  tanks  of  Allegheny  Ludlum  stainless,  also 
a  prime  material  for  oil  refineries'  pressure  vessels. 
Carmet  carbide  bits  dig  for  coal  and  oil.  Other 
Specialty  Metalmen  contributions  to  energy  solutions 
IPM  powder  metal  components,  Ajax  Forging 
support  structures. 

Beyond  energy  responsibilities,  all  our  com- 
panies range  wide  in  growth  fields  limited  only  by 
imagination,  another  area  we're  strong  in. 

Allegheny  Ludlum  Industries,  Inc.,  Oliver  Bldg., 
Pittsburgh,  Pennsylvania  15222.  Our  other  key  com- 
panies: Arnold  Engineering,  Jacobsen,  True  Temper. 


■■P.V**- 


Searcy,  Arkansas 

just  got  a  little 
more  energy  than 

it  needed. 

These  days,  when  lightning  strikes  a  high  tension  tower,  it  probably  causes 
only  a  moment  s  blackout. 

Because  a  company  called  TRW  has  developed  an  electronic  system 
that  can  turn  the  lights  back  on  in  seconds.  An  electronic  display  at  the  power 
station  pinpoints  the  trouble  so  a  dispatcher  can  route  the  power  around 
the  problem  electronically. 

TRW  electronic  equipment  is  protecting  hundreds  of  cities 
and  towns  in  emergencies.  It  is  also  helping  power  companies  here  and  in 
Europe  produce  energy  for  you  more  efficiently,  and  get  it  to 
you  more  reliably. 

Utility  companies  in  the  U.S.  will  be  spending  millions  of  dollars  for 
this  and  other  new  equipment  in  the  next  five  years,  with  TRW  as  a 

leading  supplier. 

So  when  lightning  strikes,  TRW 
will  be  there. 

TRW  is  more  than  90,000  people 
worldwide,  working  and  growing  in 
electronics,  in  energy  systems,  and  in 
transportation. 

For  more  information  about 
TRW,  write  Corporate  Public  Relations, 
Dept.  FB,  23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 


Mt%WW 


TRWs  utility  control  systems  are 
reducing  accidental  blackouts  to  seconds. 
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276th  COMMON  DIVIDEND 


A  regular  dividend  of  Sixty-four  Cents  (64c)  per  share  has  been 
declared  upon  the  Common  Stock  of  American  Brands,  Inc., 

payable  in  cash  on  September  3,  1974,  to  stockholders  of  record 
at  the  close  of  business  August  9,  1974.  Checks  will  be  mailed. 

July  30.  1974  C.  A.  Mehos.  Vice  President-Finance 
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GALLAHER     LIMITED 

f  llarars  Tp.  Jl]  cam  jjtstilling  (fa. 
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Master  Lock  Company 

DUFFY  -MOTT    COMPANY.  INC. 

The  Andrew  Jercens  Company 


VISIBLE   |    RECORDS    INC. 


Sunsfiine  Biscuits,  i  N  < 


AMERICAN  BRANDS,  INC..  245  PARK  AVENUE.  NEW  YORK,  N  Y    10017 


f  you  too  believe  the 
investment  future 
appears  bright  for 

investigate 


•Energy 


NO  LOAD 
NO  SALES 

COMMISSION  a  no-load  mutual  fund 

NO  REDEMPTION      founded  in  1955 
FEES 

•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

MEMBER  NO-LOAD  MUTUAL  FUND  ASSOC. 


j  Energy  Fund  oept.  F 

•    120  Broadway.  N.Y.C.  10005  (212)  233-5900 
I 


Please  send  free  prospectus  and  other  material. 
Name 


I 

|   Address. 

I    City 


-State- 


.Zip. 


r— ----- — — - — -^ 

Announcing  a  new  fund. . . 

RO  WE  PRICE 

NEW  INCOME 

FUND,  inc. 

ANaLOADFUND 

for 
Income-seeking  Investors 

Mail  coupon  for  more  information 
and  free  prospectus.  Rowe  Price  New 
Income  Fund,  Inc.,  One  Charles  Center 
Dept.  A6,  Baltimore,  Md.  21201. 
Phone:(301)547-2136. 


Name 


Address 


City 


State 


Zip 


people  waiting  to  cash  in  their  fui 
shares.  "Come  hell  or  high  water,  I' 
going  to  liquidate  them,"  says  Evel; 
Carlton,  a  department  manager  in  j 
Ohio  bank.  "I  don't  care  if  I  take 
loss." 

Some  of  those  who  have  alrea< 
redeemed  shares  went  overboard  di 
ing  the  Sixties,  bought  a  grab  bag 
funds,  then  weeded  out  everythi 
but  the  best  performers.  Five  yei 
ago  Reno  Niles,  now  living  in  Floric 
owned  shares  in  20  different  func 
Now  he's  down  to  three. 

Now  comes  the  surprise:  Many  i 
vestors,  although  reluctant  to  b' 
more  funds,  are  itching  to  buy  coi 
mon  stocks.  Evelyn  Carlton  is  one:  S 
bought  stocks  this  past  spring  and  i 
tends  to  go  on  buying. 

Straw  Vote 

Most  of  the  people  we  talked 
live  in  smaller  cities  and  towns.  Bo 
they  and  the  mutual  fund  distrib 
tors  from  whom  we  obtained  the  1 
of  names  were  more  willing  to  c 
operate  than  people  in  large  metrop 
Uses.  They  are  conservative  investo 
Many  believe  that  land  is  the  saf< 
investment  of  all.  This  doesn't  me 
they  are  discouraged  about  stocks. 

"I'd  buy  stocks  now,  when  they 
plumb  low,"  says  Ernest  Martens, 
retired  rancher  from  Montana.  "I  ca: 
see  anything  better."  "If  I  had  a  lot 
money  to  invest,  some  time  in  t 
next  six  months  I'd  put  it  on  the  E 
Board,"  says  Jesse  Foshee,  who  has 
lumber  business  in  Montgomery,  A 

"Last  summer  I  sold  some  real  < 
tate  and  put  the  money  into  comm 
stock,"  says  Mrs.  Audrey  Brecher, 
former  college  professor  who  lives 
Storm  Lake,  Iowa.  "The  political  p: 
ture  has  faded  out  our  economy.  T 
stock  market  is  emotional— even  co 
gressmen  are  too  emotional— but 
have  faith  in  America."  Mrs.  Biccli 
keeps  tabs  on  the  market  every  day  1 
reading  the  Des  Moines  Register  ai 
financial  publications.  Her  husband, 
doctor,  is  another  active  investor. 

Unfortunately  for  the  fund  industi 
faith  in  stocks  turns  out  not  to '  I 
transferable  to  faith  in  funds, 
haven't  bought  any  funds  since  1966 
says  Audrey  Brecher.  "I  get  a  bett 
rate  of  return  on  my  own."  |es 
Foshee,  who  now  owns  shares 
about  eight  funds,  plans  to  cash  in  i 
but  three  and  invest  in  stocks. 

Talk  with  these  people  at  ai 
length  and  you  quickly  understai 
why  they  are  more  sour  on  mutti 
funds  than  on  stocks.  They  alwl 
knew  stocks  were  a  gamble.  Bui  tin 
thought  of  mutual  binds  as  "an  i 
vestment."  That  is,  the)  were  pi 
pared  to  take  a  beating  in  stocks;  b 
when   mutual   funds   began   to  shcj 
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IE-PROCESSING  PLANT 
FOR  ONE  OF  EUROPE'S 
GEST  STEEL  CENTERS 

6,000,000  Grate-Kiln  iron-ore 
jeltetizing  system  for  Britian's 
:ord  size  steelmaking 
complex  now  under 
instruction.  A-C  can 
\/ide  complete  new 
s,  modernizations, 
expansions  in  the 
field  of  minerals 
processing  on  a 
/orldwide  basis. 


COPPER  AND  GOLD 

ORE-PROCESSING 

FOR  PAPUA  NEW  GUINEA 

Nine  giant  ball  mills  and  other  A-C  process 
equipment  serve  this  $400,000,000 
Bougainville  Island  mining  center,  one  of 
the  world's  largest  open-pit  operations. 
A  broad  variety  of  A-C  products  and 
processes  serves  basic  mineral 
industries  in  many  countries 
around  the  world. 


7 


For  more  metal 

The 
world  needs 

more  of  what 

Allis-Chalmers 

makes. 


ALLIS-CHALMERS 


Without  the  help  of  our  computer, 

the  people  who 
lived  here  might  haue  died  here. 


The  computer,  a  Sperry  Univac™  1108,  works  for  hydro- 
logists  at  the  Lower  Mississippi  River  Forecast  Center, 
at    Slidell,    Louisiana.    Using    information    from    the 
National  Weather  Service,  it  tells  how  high  the  river  will 
be,  at  what  points,  at  what  time. 

To  the  people  along  the  river,  this  an- 
swers life  and  death  questions.  Is  the 
levee  high  enough?  Is  there  time  to  make  \ 
it  higher?  Should  we  stay,  or  run? 

Keeping  tabs  on  the  vagaries  of  nature 
is  a  recent  and  perhaps  unexpected  use 
of  computers.  But  management  is  man- 
agement, whether  you're  selling  steel  or 
saving  lives. 

A  Sperry  Univac  computer  predicts 
flood  crests  the  way  it  predicts  sales  of  a 


new  product:  by  making  sense  of  a  wilderness  of  raw 

Adapting  computers  to  fighting  floods  in  Missis 

teaching  arithmetic  in  Chicago,  protecting  redwoo 

California,  or  running  railroads  in  France,  all  d< 

strate  the  big  idea  at  Sperry  Rand  t 

ration:   Making  machines  do  mon 

man  can  do  more. 

It's  the  common  purpose  that  m 
Sperry,  Sperry  Univac,  Sperry  Vi( 
Sperry  Remington  and  Sperry 
Holland  add  up  to  Sperry  Rand 
poration. 

For  more  information,  write  to: 
Chairman  of  the  Board,  Sperry  I 
Corporation,  1290  Avenue  of 
Americas,  New  York,  N.Y.  10019. 


SPERRY  RAND  CORPORATION 

mPKinc  nuKHinis  oo  mo  re,  so  mnn  inn  no  ihore. 


horrendous  losses,  they  were  psycho- 
logically unprepared.  Never  mind  that 
they  might  have  taken  an  even 
worse  beating  in  stocks.  That  isn't  the 
point.  The  point  is  that  mutual  funds 
were  for  safety.  Or  so  they  thought. 

Certainly  the  funds  did  nothing  to 
discourage  this  point  of  view:  Diversi- 
fication of  risk  is  one  of  their  main 
selling  points.  A  survey  of  over  1,000 
investors  published  last  year  by  the 
New  York  Stock  Exchange  confirms 
that  "fund"  is  considered  almost  syn- 
onymous with  "safety."  In  that  study, 
investors  were  given  a  hypothetical 
fortune  and  asked  to  invest  it  either 
in  funds  or  stocks.  Of  those  who  chose 
funds,  73%  said  it  was  because  of  the 
low  risk  involved.  The  majority  of 
those  who  chose  stocks  claimed  "bet- 
ter growth  potential"  as  the  reason. 

Safety  First 

Even  though  they  know  that  funds 
are  made  up  of  stocks  and  that  stocks 
fluctuate,  investors  seem  to  think  a 
fund  should  be  almost  as  risk-free  as 
a  savings  account.  Put  this  together 
with  the  widespread  view  that  se- 
lecting stocks  takes  time— maybe  some 
inside  knowledge,  but  almost  no  spe- 
cial talent— and  you  have  the  ground- 
work for  disenchantment  with  mutual 
fund  management.  One  complaint 
that  stands  out  above  the  rest  is  that 
mutual  fund  portfolio  managers  are 
not  conservative  enough.  "The  funds 
talk  about  a  long-term  approach,  but 
that's  just  baloney,"  says  Polycarp 
Moulsoff,  a  farmer  from  Barney,  N.D. 
"When  things  get  tough,  they  are  the 
first  to  run  for  cover.  If  things  might 
be  all  right  in  a  year,  they  can't  wait 
longer  than  six  months  to  get  out." 

Not  everyone  we  spoke  with  was 
that  mad  at  the  funds— just  most 
of  them.  But  the  funds  still  have  their 
defenders— a  Louisville,  Ky.  woman 
who  owns  eight  funds,  for  exam- 
ple. She  doesn't  "care  what  the  stock 
market  does  as  long  as  I  get  my  [divi- 
dend] checks."  She  even  likes  one  of 
her  funds  so  well  that  she  gives  shares 
of  it  as  Christmas  presents.  But  this 
reservoir  of  goodwill  seems  quite  small 
except  toward  a  handful  of  funds  that 
have  outperformed  the  averages. 

Will  the  public  ever  forget  and  for- 
give? Chances  are  they  will  forgive 
the  stock  market  before  they  forgive 
the  mutual  funds.  We  talked  with  a 
surgeon  from  Lafayette,  La.  Asked 
about  stocks  making  a  comeback,  he 
first  snapped  in  the  negative:  "My  fa- 
ther had  a  buggy  business.  Did  bug- 
gies ever  come  back?"  Then  he  hesi- 
tated a  bit  and  added:  "Of  course, 
if  the  Dow  Jones  ever  got  above  800 
again,  the  market  would  start  to  look 
pretty  tempting."  But  he  said  it  about 
stocks,  not  about  mutual  funds.   ■ 


Past-vs-Present  Comparison: 

14  'BIG  BOARD'  STOCKS 
FOR  THE  PRICE  OF  ONE? 

This  list  of  14  NYSE  stocks  — which  are  by  no  means  unique- 
may  help  point  up  the  extraordinary  condition  of  the  market: 


Telex 

Columbia  Pictures 

Helene  Curtis 

Sanders  Associates 

General  Steel 
At  their  pre-1971  highs,  the  average  price 
per  share  for  any  ONE  of  these  stocks  worked 
out  to  about  $50. 

Today,  you  could  buy  shares  of  ALL  14  for 
about  $50.  Their  average  price  per  share  is  less 
than  $3.50  (Value  Line  Investment  Survey 
7/12/74). 

But  the  foregoing  is  just  a  statistical  com- 
parison—  NOT  a  suggested  course  of  action. 
We  present  this  exhibit  simply  as  symptomatic 
of  the  unusual  situations  taking  shape  in  today's 
deeply  depressed  stock  market. 

What  about  all  those 
Stocks  at  $2,  $3,  $4. 

Of  the  more  than  1500  stocks  (most  of  them 
on  the  NYSE)  under  continuous  review  by  The 
Value  Line  Investment  Survey,  currently  (as  of 
7/12/74)  we  find  that... 

.  .  .  184  of  these  stocks  are  under  $5 — with 
79  down  below  $3.  (In  the  dismal  year  of  1970, 
just  61  of  the  Value  Line  1500  sank  below  $5; 
the  subsequent  recovery  gains  of  all  61 — from 
their  1970  lows  to  their  1971-73  highs- 
averaged  more  than  +300%.) 

...  of  the  184  stocks  now  under  $5,  only  34 
are  rated  1  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  their  Probable  Market  Perform- 
ance in  the  Next  12  Months  relative  to  all  the 
others;  69  are  rated  4  (Below  Average)  or  5 
(Lowest)  and  should,  we  think,  be  completely 
avoided;  the  rest  are  rated  3  (Average). 

(While  not  every  stock  will  always  perform 
in  accordance  with  its  Value  Line  rating,  such 
•  a  large  majority  have  in  the  past  that  we  be- 
lieve you  can  weigh  the  odds  heavily  in  your 
favor  by  checking  your  investments  against 
these  ratings.) 

NOTE:  Many  of  the  stocks-under-$5  cited 
above  are  relatively  volatile.  They  can  be  ex- 
pected to  outswing  the  market  not  only  going 
up  but  also  going  down. 

Get  Ready  Now. 

Value  Line  believes  that  today's  market  is 
more  deeply  undervalued  than  at  any  time 
since  1949.  (The  Value  Line  Average  of  more 
than  1500  stocks  is  at  its  lowest  point  ever 
since  its  establishment  in  1961.) 


Ampex 

Seaboard  World  Air 

Pan  Am 

Lear  Siegler 

Avco 


Lockheed  Aircraft 
Bangor  Punta 
Chris  Craft 
Mohawk  Data  Sciences 


When  a  major  market  recovery  really  takes 
hold,  it  is  likely  to  move  with  considerable 
speed.  Now,  we  believe,  is  the  time  to  get  ready. 
To  help  you  do  so,  we  invite  you  to  accept  the 
following  special  offer: 

Special  $29  Offer. 

You  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  13  weeks 
for  only  $29.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including. .. 

EVERY  WEEK  a  new  SUMMARY  OF  ADVICES 
(24  pages) .  .  .  showing  the  current  ratings  of 
more  than  1500  stocks  for  future  relative  Price 
Performance  and  Safety — together  with  their 
Estimated  Yields  and  the  latest  earnings,  divi- 
dends and  P/Edata. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages) . . .  with  full-page  analyses 
of  about  120  stocks,  including  key  operating 
and  financial  statistics  going  back  10  years, 
plus  estimates  3-to-5  years  ahead.  During  the 
course  of  every  13  weeks,  new  full-page  reports 
like  this  are  issued  on  every  one  of  the  more 
than  1500  stocks  under  regular  review. 

EVERY  WEEK  a  new  SELECTION  &  OPINION 
section  (4  pages) . .  .with  a  detailed  analysis  of 
an  Especially  Recommended  Stock — plus  a 
wealth  of  investment  background  including  the 
Vaiue  Line  Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  .  .  .Value  Line's  complete 
1800-page  Investors  Reference  Service  (sold 
separately  for  $29),  with  our  latest  full-page 
reports  on  all  stocks  under  review — fully  in- 
dexed for  your  immediate  reference.  This  two- 
volume  bonus  will  be  shipped  to  you  by  special 
handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


\ 


The  Value 

ARNOLD  BERNHARD  &  CO., INC 

□  Begin  my  13-week  trial  subscription  to  The  Value  Line  Invest- 
ment Survey  at  the  special  money-saving  rate  of  just  $29.  As 
a  bonus  at  no  extra  cost,  I  will  also  receive  The  Investors  Ref- 
erence Service.  I  have  enclosed  my  $29  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only 
once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  In- 
vestors Reference  Service  for  $224. 

D  Payment  enclosed      □  Bill  me  for  $224 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 


Investment  Survey 

5  EAST  44TH  ST,  NEW  YORK,  N.Y  10017  * 


J-16J15 


NAME 
(PLEASE  PRINT) 


ADDRESS 


STATE 


NY.residents  please  add  applicable  salestax. Foreign  rates  available  on  request. 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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In  30  yean 
14,120  companies  along 


An  average  of  over  one 
industry  a  day  has  grown  and 
prospered  along  our  14,000 
miles  of  mainline. 

There's  good  reason.   Southern 
Pacific  provides  its  customers  with 
some  of  the  most  efficient  and 
economical  forms  of  transportation  in 
the  nation.  Train,  truck  and  inter- 


modal  services.  Innovative  equipment. 
Imaginative  pricing.  And  ready-for- 
industry  site  locations  in  some  of  the 
richest,  most  productive  growth 
areas  in  the  country. 

Our  Industrial  Development 
Company,  for  example,  can  show  you 
a  carefully  developed  inventory  of 
thousands  of  acres  of  industrial- 
zoned  properties.   Every  site  has  been 
selected  to  meet  industry  needs  for 


financially  sound  and  environments 
approved  land  for  present  and  futu 
growth.  And  they  can  help  provide 
industry  with  "build-to-suit"  plant 
distribution  centers  as  well  as  offer 
carefully  planned  and  designed 
industrial  park  facilities.  All  near 
important  markets. 

Yet  this  isn't  the  only  way  our 
people  put  their  energy  to  work  to 
provide  more  efficient  service  to  oil 


ve've  helped  locate 
louthern  Pacific  tracks, 


i  fiij  Til  t  i«ri 


Vomers  and  to  improve  the  land 
ources  in  the  areas  we  serve. 
\  major  oil  company  is  engaged  in 
roleum  exploration  on  a  large 
tion  of  Southern  Pacific  lands, 
''re  doing  geothermal  research  with 
ower  and  a  petroleum  company. 
?'ve  joined  a  major  insurance 
npany  in  the  development  and 
nership  of  an  $81  million  office 
nplex  in  San  Francisco.   And  we're 


partners  with  others  in  the  multi- 
million  dollar  International 
Rivercenter  project  in  New  Orleans. 

We  continue  to  build  Southern 
Pacific  on  the  premise  that  we  can 
offer  industry,  and  the  areas  in  which 
we  operate,  service  and  land  improve- 


ments second  to  none.  We  have  the 
transportation  plant,  the  land -and 
the  people-to  do  the  job. 
And  we're  doing  it. 


Southern  Pacific. 

We're  making  tracks  for  the  future. 


PERFORMANCE 
RATINGS 
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In 
UP 

Markets 


In 

DOWN 

Markets 


DOLLAR  RESULTS 

12-Year 

Average 

Annual 

Latest       Growth    Dividend 

12  Months      Rate        Return 


f —  Total  Assets  — "\ 
6/30/74    %  Change 
in  1974  vs. 

Millions         1973 


Maximum  Annual 
Sales     Expenses 
Charge   Per  $100 


Standard  &  Poors' 500  Stock  Average  —17.5%        3.8%        44% 

FORBES  Stock  Fund  Average  -17  2%        4.0%        3.3% 


STOCK  FUNDS  (LOAD) 

Admiralty  Funds 

Growth  Series  -16.6% 

Income  Series -15.7 

Insurance  Series    —9.7 

Advisers  Fund  -13.6 


-0.8% 
1.2 
1.8 
0.3 


1.4% 
8.1 
5.0 
4.5 


$12.1 
4.6 
2.3 
1.8 


-25.8% 
-28.1 
-23.3 
-14.3 


Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 


8.75% 
8.75 
8.75 
8.50 


$1.50 
1.26 
1.24 
1.50 


D 
•  «C 

B 

F 

•C 

.  -D 

•  -C 

♦A 

Affiliated  Fund   

All  American  Fund  (started  2/64)  

-4.5 
-28.8 
-20.0 
-25.4 
-14.3 
2.3 

3.3 

5.5 
1.3 
0.7 
2.1 
3.2 
none 

1,272.8 

1.3 

168.9 

24.3 

47.0 

17.3 

-8.5 
-31.6 
-19.3 
-24.8 
-26.2 

121.8 

7.50 
8.50 
7.00 
8.50 
8.50 
9.00 

0.37 
0  99 

•B 
•B 

Allstate  Enterprises  Stock  Fund  (started  2/70)  . . . 
Alpha  Fund  (started  5/68)  

0.73 
0.95 

•B 

AMCAP  Fund  (started  4/67) 

0.70 

•D 

American  Birthright  Trust  (started  5/70) 

1.00 

•C 

C 

•B 

F 

•C 

D 

American  Diversified  Investors  Fund  (started  12/64) 
American  Equity  Fund  (started  1/69) 

-21.0 
-9.1 

-24.7 
-14.1 
-17.9 

2.7 
2.3 

4.2 
0.1 

2.6 
1.8 
4.0 

2.0 
2.3 

111.4 
32.1 

42.5 

-16.7 
.0 

-27.8 
-22.3 
-27.1 

8.50 
8.75 

8.50 
8.50 
8.50 

1.12 
1.50 

B 
•D 

American  Express  Funds 

Capital 

Special  (started  4/69)   

0.76 
0.98 

C 

Stock  

0.72 

B 

C 

•  «B 

•B 

B 

American  Growth  Fund 

-16.9 

-16.6 

-16.6 

-7.7 

5.3 
4.3 

3.4 
1.1 
3.5 
5.1 

11.8 

3.4 

1.0 

289.9 

-20.3 

30.8 

-28.6 

-12.6 

8.50 
8.50 
1.50 
8.50 

1.00 

•A 
•D 

American  Ins.  &  Ind.  Fund  (started  12/65) 
American  Leaders  Fund  (started  2/69) 

1.00 
1.62 

C 

American  Mutual  Fund   

0.60 

A 

F 

F 

•D 

D 

American  National  Growth  Fund  

-14.9 

-20.4 

-22.0 

-6.7 

4.3 
2.5 

9.4 

2.9 
3.2 
0.9 
3.1 

10.5 

229.9 

2.8 

60.5 

2.9 
-27.2 
-22.2 
-16.0 

8.50 
8.75 
8.50 
8.50 

0.86 

B 

Anchor  Growth  Fund 

0.65 

•B 

Audax  Fund  (started  2/70)  

1.13 

A 

Axe-Houghton  Stock  Fund  

0.95 

B 

F 

D 

•C 

•F 

Axe  Science  Corp 

-6.3 
-24.4 
-24.8 
-26.0 

5.6 
2.6 

2.0 

none 

5.2 

1.1 

32.2 

11.0 

2.4 

1.3 

-13.7 

66.7 

-14.3 

-18.8 

8.00 
8.50 
8.50 
8.50 

0.88 

B 
•C 
•D 

Bayrock  Growth  Fund   

Berkshire  Capital  Fund  (started  12/68) 

Berkshire  Growth  Fund 

1.51 
1.42 
1.45 

•B 
•C 

•C 

•B 

D 

•  -C 

BLC  Growth  Fund  (started  10/69) 

BLC  Income  Fund  (started  10/69) 

-18.5 
-10.9 
-18.8 
-17.0 

1.4 

1.5 
5.5 
5.9 
2.2 

6.5 

5.2 

18.0 

2.0 

-9.7 

-3.7 

-19.3 

-13.0 

8.50 
8.50 
8.50 
8.50 

1.00 
1.01 

D 
•C 

Bondstock  Corp 

Boston  Mutual  Equity  Growth  Fund  (started  1/69) 

0.78 
1.01 

c 

B 
D 
C 

A 

Broad  Street  Investing  Corp 

-16.4 

-22.6 

-13.4 

-7.7 

4.4 

1.0 
38 

4.3 
2.8 
3.8 
5.9 

309.1 
3.7 

117.5 
2.1 

-20.4 

-32.7 

-20.2 

.0 

8.50 
3.00 
8.67 
8.75 

0.31 

D 

The  Brown  Fund  of  Hawaii  

1.40 

C 

Bullock  Fund  .... 

0.43 

•  -D 

Capamerica  Fund  (started  2/65) 

1.50 

C 

D 

C 

•B 

F 

F 

D 

•  -C 

Capital  Investors  Growth  Fund  

Capital  Shares   

Century  Shares  Trust 

CG  Fund  (started  2/68) 

-1.7 

-22.8 
-23.4 
-16.0 

1.7 

-3.3 

1.5 

none 
2.9 
4.8 
2.2 

1.3 
23.2 
67.5 
90.1 

-7.1 

-27.7 

-29.0 

.3 

8.75 
8.75 
8.50 
7.50 

1.50 
1.27 
0.48- 
0.75 

EXPLANATION  OF  COLUMN   HEADINGS 

The  Performance  Ratings  are  based  on  the  following  UP  and 
DOWN  markets:  UP,  6/30/62—2/9/66;  10/7/66—11/29/68; 
5/26/70-1/11/73.  DOWN,  2/9/66-10/7/66;  11/29/68- 
5/26/70;  1/11/73—6/30/74.  In  determining  both  the  per- 
formance ratings  and  the  percentage  figures  in  the  Dollar 
Results  section,  all  capital  gains  distributions  have  been  re- 
invested, but  income  dividends  have  not.  All  results  are 
based  on  investments  at  net  asset  value  and  do  not  allow  tor 


sales  charges.  In  the  Dollar  Results  section,  the  latest  12 
months  covers  the  period  from  June  30,  1973  to  June  30, 
1974;  the  12-year  average  annual  growth  rate  covers  the 
period  from  June  30,  1962  to  June  30,  1974.  Dividend  Return 
is  based  on  June  30,  1974  net  asset  value  and  the  income 
payout  for  the  preceding  12-month  period.  Annual  expenses 
include  management  fees  and  operating  expenses  as  a  per- 
centage of  average  net  assets. 
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iForbes 
Fund  Ratings 
1974 


DOLLAR  RESULTS 


In 

UP 

Markets 

In 

DOWN 

Markets 

Latest 
12  Months 

12-Year 
Average 
Annual 
Growth 
Rate 

Dividend 
Return 

f —  Total  Assets      \ 
6/30/74    %  Change 
in           1974  vs. 
Millions         1973 

Maximurr 

Sales 

Charge 

Annua/ 
Expenses 
Per $100 

C 

•D 

D 

A+ 

A 

C 

•  -A 

C 
F 
F 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 

STOCK  FUNDS  (LOAD) 

CG  Income  Fund  (started  11/68)  

-17.50/c 
-17.2% 

-16.9% 

-15.8 
-22.3 
-15.2 

3.8o/o 
4.0% 

1.8% 

3.0 

3.7 

4.1% 
3.30/0 

8.30/0 

3.7 
1.8 

1.1 

$10.2 

18.2 

160.3 

52.2 

61. 90/0 

-19.5 
-25.4 
-24.4 

7.50O/O 

8.50 
8.50 
8.50 

$0.95 

Channing  Funds 

American  Fundi  

Growth  Fund    

Special  Fund   

0.90 
0.76 
1.00 

•A 
•A 

A+ 
•B 

A 

•  «B 

•  «F 

F 

•C 

A 

Charter  Fund  (started  7/67)  

1.1 
-22.1 
-27.0 
-164 
-14.5 

4.0 
10.1 

0.3 
none 
3.2 
0.8 
1.9 

2.7 

20.6 

45.0 

12.3 

855.1 

12.5 
-29.5 
-37.2 
-23.1 

-4.7 

8.50 
8.50 
8.50 
8.50 
8.50 

1.50 

Chase  Frontier  Capital  Fund  of  Boston  (started  3/68) 
The  Chase  Fund  of  Boston  

0.85 
0.80 

Chase  Special  Fund  of  Boston  (started  7/69) 
Chemical  Fund  

1.13 
0.55 

•C 

D 

A 

•C 

•C 

•  «F 

C 
D 

•  «F 

•  -A 

Colonial  Equities  Fund  (started  11/66)  

-111 

-7.4 

-14.9 

-24.2 

-18.0 

2.8 
5.8 

0.8 
4.9 
1.2 
1.5 
5.9 

42.4 
138.0 

44.1 
9.7 
6.8 

-33.7 
-18.4 
-23.6 
-27.6 
119.4 

8.50 
8.50 
8.50 
8.50 
8.50 

0.94 

The  Colonial  Fund  

Colonial  Growth  Shares 

0.61 
0.84 

Colonial  Ventures  (started  2/69)  

0.98 

Combined  Shares  (started  3/69)* 

1.50 

B 
A 
D 
D 
•D 

D 
C 
F 
D 
•  B 

Commerce  Fund  

-15.3 
-16.6 
-17.8 
-9.4 
-14.9 

3.2 

0.1 
1.5 

•4.7 
1.5 
5.7 
6.3 
2.4 

58.4 
33.2 
18.8 
41.4 
3.7 

-21.0 
-9.8 
-21.3 
-15.2 
-15.9 

8.50 
8.50 
7.50 
7.50 
8.50 

0.77 

Common  Stock  Fund  of  State  Bond  and  Mortgage  Co. 
Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B 
Commonwealth  Fund  Indenture  of  Trust  Plan  C  . . . 
Compass  Growth  Fund  (started  4/69)  

1.00 
0.65 
0.74 
1.00 

•D 
C 

•D 

•C 

D 

•  ^F 

C 

.  .c 

•  ^A 

A 

Competitive  Capital  Fund  (started  3/68)  

Composite  Fund  

-21.0 

-10.3 

3.2 

-2.4 

-13.2 

3.2 
1.5 

3.1 

4.4 
2.5 
2.9 
4.6 

19.0 
31.6 
54.6 
20.2 
46.3 

-33.8 

-15.1 

-7.6 

-9.4 

-18.3 

8.75 
8.00 
8.50 

t 
7.55 

1.22 
0.85 

Comstock  Fund  (started  10/68)  

1.24 

Contrafund  (started  5/67)   

0.99 

Corporate  Leaders  Tr  Fund  Certificates,  Series  "B" 

0.13 

•B 

B 
C 
D 

••C 

F 
C 

A 

Country  Capital  Investment  Fund  (started  4/66)  . . 
Crown  Western  Investments 
Dallas  Fund 

-19.6 

-14.8 
-13.7 
-129 

1.5 
2.8 

3.5 

2.1 

4.0 

8.5 
7.4 

26.5 

3.8 

10.6 

200.3 

-11.4 

-24.0 
-19.7 
-11.3 

7.50 

8.50 
8.50 
8.50 

0.89 
1.07 

Diversified  Fund  w 

Decatur  Income  Fund   

0.96 
0.80 

B 
•D 
•B 

D 

D 

.  .D 

•D 

A 

A 

Delaware  Fund  

-13.9 
-17.5 
-323 
-13.2 
-17.3 

5.1 
3.8 

4.6 
none 
5.5 
3.6 
4.0 

313.4 
8.4 
4.3 
2.3 

286.8 

-18.9 
-22.9 
-36.8 
-8.0 
-20.6 

8.50 
8.50 
8.75 
8.50 
8.67 

0.76 

Delta  Trend  Fund  (started  10/68) 

1.00 

Directors  Capital  (started  2/70)  

0.25 

Diver.  Fund  of  State  Bond  &  Mtge  Co.  (started  6/64) 
Dividend  Shares  . . ! 

1.00 
0.50 

C 
•C 

•B 

•C 

C 

D 
•C 

.  -D 
•  «F 
.  D 

Dreyfus  Fund   

-16.0 
-19  6 

-32.3 
-15.7 
-25.9 

4.4 
1.8 

2.9 
1.7 

0.5 
0.6 
3.4 

1,323.8 
2236 

30.9 

16.9 

136.2 

-23.1 
-23.6 

-34.5 
-22.5 
-30.5 

8.75 

8.75 

8.50 
8.50 
8.50 

0.59 

Dreyfus  Leverage  Fund  (started  6/69)  . 

0.80 

Eaton  &  Howard  Funds 
Growth  (started  4/68)  

0.84 

Special  (started  4/68)  

1.18 

Stock  

0.60 

D  D  Egret  Growth  Fund  (started  9/64)  -16.0 

B  F  Enterprise  Fund   -16.1          10.4 

D  •  •  B  Equity  Growth  Fund  of  America  (started  8/66) —17.1              - 

C  F  Equity  Progress  Fund  -21.3         -3.1 

D  •  •  D  Essex  Fund  (started  10/61) -37.0 


2.7 

34.6 

-9.7 

8.00 

0.60 

2.6 

203.6 

-26.8 

8.50 

0.97 

2.8 

49.8 

-36.5 

8.50 

0.93 

2.2 

7.9 

-31.3 

8.50 

1.45 

0.6 

13.2 

-45.5 

t 

0.82 

•D 

•  «c 

•  »c 

F 
C 

Everest  Fund  (started  5/66)  

. ..     -11.0 

3.6 
6.6 

6.6 
1.6 

1.6 
2.3 

22.7 

13.4 

26.6 

353.7 

-22.3 

-25.6 

-8.0 

-28.8 

8.50 
8.50 
8.50 
8.50 

0.85 

•C 

Explorer  Fund  (started  12/67) 

.  .  .     -12.4 

1.07 

A 

Fairfield  Fund  

-14.2 

1.03 

B 

Fidelity  Capital  Fund  

-21.0 

0.58 

C 

B 
D 

•  -B 
•F 

Fidelity  Fund 

-15.2 

5.2 
7.2 

4.2 
1.7 
1.9 
1.3 

584.9 

600.3 

14.1 

3.3 

-21.2 

-25.3 

-9.0 

-23.3 

8.50 
8.50 
8.50 
8.75 

0.51 

B 

Fidelity  Trend  Fund 

-17.2 

0.57 

•C 

First  Fund  of  Virginia  (started  1/67) 
First  Investors  Discovery  Fund  (started  ! 

-11.1 

0.92 

•C 

>/69) 

.  .  .     -24.4 

1.50 

•   Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•   •   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 

t  Formerly  Channing  Common  Stock  Fund.         *  Formerly  FML  Equity  Income  Fund. 
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Hydrocarbon 

management: 

profitable 

answer 

to  industry's 

lube  shortage 
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HYDROCARBON 
MANAGEMEN1 
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The  Oil  Clarification  and  Extension  System  plays  an  important  role  in  the  Sunoco  Hydrocarbon 
Management  Program.  Manufactured  exclusively  for  Sun  Oil  Company,  this  unit  for  in-plant  recycling  of 

used  oil  produces  a  reconstituted  oil  of  high  quality. 


We  all  know  machines  won't 
run  long  without  lubrication. 
And  lubricating  oils,  like  all 
petroleum  products,  are  in 
short  supply. 

Hydrocarbon  Management  is 
a  Sun-designed,  joint  program 
to  help  vqu  keep  machines 
running  smoothly,  without 
unanticipated  shutdown. 

Hydrocarbon  Management 
begins  with  proper  lube 
selection,  provides  for 
efficient  handling,  storage 
and  distribution  of  oils  in  your 
plant.  It  includes  plantwide 
computerized  lubrication 
control. 


Hydrocarbon  Management 
monitors  lubricant  effective- 
ness. When  necessary,  Sunoco 
Hydrocarbon  Management 
provides  for  in-plant  treatment 
of  lubes  and  hydraulic  oils.  The 
Sunoco  Oil  Clarification  and 
Extension  System  lets  you  put 
up  to  98%  of  selected  used  oil 
back  in  service  for  reuse. 

Finally,  when  you're  faced 
with  an  oil  disposal  problem, 
Hydrocarbon  Management 
offers  solutions. 

Any  plant  can  profit  from  this 
Sun  service.  You  don't  even 
have  to  buy  Sunoco  products. 
A  low-cost  management  tool 
you  can't  afford  to  overlook: 
Sunoco  Hydrocarbon 
Management. 


Let's  discuss  a  feasibility  study 
for  your  operations.  Maybe  we 
can't  solve  all  your  problems, 
but  we  can  be  helpful.  You  can 
reach  P.  C.  Meyer,  Eastern 
Regional  Manager  at 
215-688-8200,  D.  W.  Twomey, 
Western  Regional  Manager  at 
918-583-4300,  or  call  W.  H. 
Naylor,  Jr.  at  215-985-1600, 
Sun  Oil  Company, 
Philadelphia,  Pa.  19103. 
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WE  CAN  BE  VERY  HELPFUL 


PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets       Markets 


Forbes 
Fund  Ratings 
1974 


DOLLAR   RESULTS 


Latest 
12  Months 


12  Year 
Average 
Annual 
Growth 
Rate 


Dividend 
Return 


f~  Total  Assets  ~~\ 
6/30/74    %  Change 
in  1974  vs. 

Millions         1973 


Maximum  Anr 

Sales    Expe 

Charge   Peri 


Standard  &  Poor's  500  Stock  Average  -17.5%        3.8%*      4.1% 

FORBES  Stock  Fund  Average  -17.2%        4.0%        3.3% 


STOCK  FUNDS  (LOAD) 

D  C  First  Investors  Fund  

•  B  •  •  D  First  Investors  Fund  for  Growth  (started  4/66) 
D          •  •  0            Fletcher  Fund  (started  11/66) 

Founders  Funds 
A  F  Growth  (started  4/63) 

■  D  •  •  A  Income  (started  2/67) 

C  C  Mutual 

•  B  •  •  B  Special    


-14.8% 
-15.3 
-5.1 

-13.4 
-16.2 
-11.2 
-18.0 


15% 


4.2 


$18.6 
57.6 
11.3 

43.9 

5.4 

151.5 

20.7 


-21.5% 
-5.3 
-17.5 

-19.2 
-12.9 
-13.8 
-16.9 


8.75% 
8.75 
t 

8.50 
8.50 
8.50 
8.50 


Franklin  Custodian  Funds 
•B  •  *F  Dynatech  Series  (started  1/68) 

B  B  Growth  Series 

D  D  Utilities  Series 

0  •  •  A  Freedom  Fund  (started  5/68) 


-18.8 
-17.5 
-37.7 
-18.6 


6.5 
-3.7 


1.2 
0.8 
7.2 
4.8 


9.4 
14.6 

8.1 
22.2 


-23.0 
-12.6 
-41.7 
-31.3 


8.75 
8.75 
8.75 
8.75 


C  D  Fund  of  America -14.0  1.5  3.4  47.6  -16.5  8.50 

>A  *D  Fund  of  the  Southwest  (started  10/69)  -18.5  -  2.0  1.3  -13.3  7.50 

C  0  Fundamental  Investors  -17.1  1.8  4.2  628.1  -23.1  8.75 

C  ••F  Fundex  (started  12/67)  -27.6  -  none  .6  -40.0  j 

-  B  «F  Gateway  Fund  (started  10/69)  -26.3  -  1.0  5.3  -26.4  7.50 


•  D  •  •  D  Growth  Fund  of  America  (started  12/58)  -4.0 
D  D  Hamilton  Funds  Series  H-DA -12.9 

■C  -C  Hamilton  Growth  Fund  (started  12/68)        -24.0 

■C  --D  John  Hancock  Growth  Fund  (started  2/69)  -22.5 

•  D  •  B  John  Hancock  Signature  Fund  (started  2/69)  -20.8 


0.9 


2.5 
4.1 
0.9 
1.6 
6.6 


14.8 

411.3 

28.0 

30.9 

8.1 


-16.9 
-17.2 
-28.9 
-13.5 
-11.0 


8.50 
8.50 
8.50 
8.00 
8.00 


Harbor  Fund                                         . 
IDS  New  Dimensions  Fund  (started  8/68) 
IDS  Progressive  Fund  (started  1/69) 
Impact  Fund  (started  8/69) 
Imperial  Capital  Fund  


-9.6 
-22.0 
-30.9 
-12.0 
-17.2 


2.5 


4.7 


7.3 

0.7 
1.7 
0.2 
3.3 


132.2 

207.1 

149.3 

10.8 

33.7 


-15.4 
-8.7 
-28.8 
-23.4 
-15.3 


8.50 
8.00 
8.00 
8.50 
8.50 


•  «A 

•  -A 
••A 

B 
B 


A 

C 

C 

A+ 

A+ 


Imperial  Growth  Fund  (started  4/63) 
Independence  Fund  (started  1/66) 
Industries  Trend  Fund  (started  2/65) 
INTEGON  Growth  Fund 
The  Investment  Co.  of  America 


-16.0 
-17.0 
-16.6 
-10.8 
-9.6 


1.1 

6.7 


3.0 
0.8 
4.2 
4.4 
3.9 


13.8 

17.2 

67.9 

8.5 

1,173.8 


-15.9 
-25.9 
-20.9 
-2.3 
-11.2 


Keystone  Custodian  Funds 
K-2 


S-l 
S-2 
S-3 
S-4 


-19.5 

-21.9 
-183 
-17.8 
-23.9 


5.0 
4.0 
3.1 
5.8 
3.1 


0.7 
1.6 
1.6 

none 
none 


185.2 
41.5 
68.9 
96.9 

356.8 


-26.7 
-27.2 
-30.7 
-26.3 
-25.4 


•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  new  shares-  existing  shares  traded  over  the  counter 


8.50 
8.75 
8.50 
7.50 
8.50 


D 
A 
0 
B 

C 

B 
D 

F 

Investment  Trust  of  Boston 
Investors  Research  Fund 
Investors  Stock  Fund 
Investors  Variable  Payment  Fund 

-15.7 
-12.7 
-17.9 
-28.0 

3.7 

10.0 
2.2 
3.5 

4.7 
1.4 
3.3 
1.8 

55.6 

6.0 

1.880.8 

630.1 

-19.7 

-3.2 

-19.1 

-31.3 

8.50 

8.50 
8.00 
8.00 

0. 
1. 
0. 

0 

•D 

•D 

D 

••C 

•  «A 
D 

ISI  Funds 
Growth  (started  3/68) 
Income  (started  9/68) 
Trust 

.1      1.7 

-6.6 
7.3 

2.4 

3.1 
7.4 
5.2 

22.0 
11.1 

316.8 

-16.4 

-2.6 

-13.3 

8.50 
8.50 
8.50 

L 
1. 

0 

A 

A+ 
•B 

C 

F 
•F 

Istel  Fund  

-7.7 

7.1 

7.9 

3.6 

2.2 
1.3 

100.8 

199.5 

10.3 

—11.1 

-21.8 
-31.8 

3.00 
8.50 
8.75 

0. 

Ivest  Fund 

Keystone  Apollo  (started  12/69) 

-24.6 
-25.8 

0. 
0. 

875 
8.75 
8.75 
8.75 
8.75 


c 

A 

•C 

c 

c 

F 
C 

The  Knickerbocker  Fund   

-10.3 
-21.6 
-20.2 
-16.0 

3.5 
5.3 

1.0 

4.2 

none 

2.7 

1.6 

7.9 

5.4 
2.4 
7.0 

-15.1 

-25.0 
-22.6 
-21.4 

8.70 
8.70 
8.50 
8.50 

1. 

Knickerbocker  Growth  Fund 

1. 

Knowledge  Communication  Fund  (started  12/66) 
Landmark  Growth  Fund 

1. 

1. 
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One  of  America's  important  sources  of  coal 

isn't  a  coal  company. 
It's  a  railroad. 


Burlington  Northern  is  a  railroad.  A 
railroad  that's  also  in  the  coal  business. 
In  the  timber  business.  In  oil,  gas,  ranching 
and  real  estate. 

We're  in  all  of  these  businesses  because 
much  of  the  land  we  own  or  hold  rights  to 
is  rich  in  natural  resources. 

Burlington  Northern  holds  substantial 
reserves  of  clean-burning,  low-sulphur  coal 
to  help  supply  the  energy  needs  of  our 
nation.  But  we  also  recognize  our  responsibility 
to  the  future  through  far-sighted  land 
management.  As  BN  coal  deposits  are 
removed,  extensive  reclamation— contouring, 
fertilizing  and  seeding— restores  surface- 
mined  lands  to  further  usefulness. 

Coal  is  an  important  part  of  Burlington 
Northern's  resources.  But  so  are  timber, 
oil,  gas,  minerals,  grazing  and  farm  lands. 


Altogether  they  contribute  a  major  share 
of  our  yearly  income. 

So  Burlington  Northern  is  literally 
two  companies  in  one.  A  natural  resource 
company,  working  to  provide  an  important 
share  of  critically-needed  raw  materials. 
And  a  railroad,  working  to  deliver  materials 
economically,  with  maximum  fuel  efficiency, 
to  the  nation. 

The  better  we  get  at  both  jobs, 
the  better  it  is  for  you. 


BURLINGTON  NORTHERN 


We're  railroad- timber -coal-gas- 
oil-and-real  estate  men. 


- 


PHOTO  BY  JAMES  ORA«  FOR  SPORTS  IlLUSTRATtft 


Or  is  it  34  seasons?  Or  even  50? 

Mixed  in  with  the  regular  four 
seasons,  The  Third  Newsweekly  has 
the  lacrosse  season,  the  baseball  season, 
the  basketball,  mountain-climbing, 
hockey,  track  and  field,  fishing,  golf, 
tennis,  sailing,  skiing,  football,  soccer 
and  car-racing  seasons. 

Just  name  a  sport  and  there's  a 
season  for  it. 


What  other  newsweekly 
has  23  seasons? 

If  you're  a  Sports  Illustrated  ad- 
vertiser, these  seasons  of  sport  can  work 
to  your  advantage. 

You  can  tie  your  advertising  in 
with  sports  seasons . . .  build  merchan- 
dising around  them. . .  make  promo- 
tional themes  out  of  them. 

Especially  since  the  seasons  of 
sports  are  so  predictable.  You  know 
exactly  when  baseball's  coming,  or  pro 


football,  or  the  Derby,  or  the  Masters, 
or  the  Indy  500.  So  ifs  easy  to  plan 
ahead  and  match  a  sports  season  to  your 
selling  needs. 

You  could  call  us  the  magazine  for 
all  seasons.  And  that  includes  your 
selling  season. 

Sports  Illustrated 

The  Third  Newsweekly. 


WRFORMANCE 
RATINGS 


In 
DOWN 
rkets      Markets 


Forbes*^— 
Fund  Ratings 
1974 


DOLLAR  RESULTS 


12-Year 

Average 

Annual 

Latest      Growth 

12  Months     Rate 


Dividend 
Return 


f —  Total  Assets  "~^ 
6/30/74    %  Change 
in  1974  vs. 

Millions         1973 


Maximum  Annual 
Sales    Expenses 
Charge   Per  $100 


Standard  &  Poor's  500  Stock  Average  -17.5%        3.8%        4.1% 

FORBES  Stock  Fund  Average  -17.2%        4.0%        3.3% 


STOCK  FUNDS  (LOAD) 


Legal  List  Investments  (started  3/68)  -5.3%  -  2.7%  $41.0  -18.8%            t  $129 

Lexington  Growth  Fund  (started  7/69) -17.0  -  1.0  10.9  -15.5  8.50%  1.28 

Lexington  Research  Fund -11.4  4.9%  2.2  98.1  -11.2  8.50  0.81 

Liberty  Fund  -29.5  -0.1  8.1  7.7  -31.9  8.50  1.12 

Life  Insurance  Investors  -27.3  -0.1  2.3  48.0  -30.6  8.50  0.52 

Lincoln  National  Capital  Fund  (started  9/69) -24.7  -  2.4  5.2  -21.2  8.50  0.98 

Magna  Income  Trust  -12.7  0.4  6.6  4.1  -14.6  8.50  1.34 

Magnacap  Fund  (started  1/70)  -27.2  -  1.4  6.2  -33.3  8.75  1.20 

Manhattan  Fund  (started  2/66) -23.2  -  1.4  67.1  -28.7  8.50  1.20 

Horace  Mann  Fund   -17.7  3.3  1.8  26.2  -1.5  7.50  0.70 

Massachusetts  Investors  Growth  Stock  Fund -24.2  5.9  2.1  1,004.8  -26.8  8.50  0.31 

Massachusetts  Investors  Trust -14.1  2.7  4.3  1,418.0  -17.9  8.50  0.25 

Midamerica  Mutual  Fund -20.6  1.7  2.9  19.1  -10.8  8.50  0.87 

W.  L.  Morgan  Growth  Fund  (started  12/68) -12.7  -  1.9  89.2  -13.0  8.50  0.85 

Mutual  Investing  Foundation 

MIF  Fund   -8.4  3.7  5.2  194.0  -5.5  7.50  0.66 

MIF  Growth  Fund  -16.1  2.4  3.3  21.2  -4.9  7.50  0.77 

Mutual  of  Omaha  Growth  Fund  (started  5/68)  -15.2  -  2.7  20.1  -13.0  8.00  1.00 

Mutual  Securities  Fund  of  Boston 8.8  -1.2  none  0.3  -25.0  8.50  N.A. 

National  Investors  Corp  -22.5  6.9 

National  Securities 

Growth  Fund  -20.5  3.7 

Stock  Fund  -10.5  2.2 

NEA  Mutual  Fund  (started  12/64) -19.6 

NEL  Equity  Fund  (started  12/68)  -11.1  -  4.0  7.0  -9.1  8.00  0.98 

NEL  Growth  Fund  (started  12/68) -19.6  -  1.1  20.6  -16.9  8.00  0.84 

New  World  Fund  (started  2/63)  -18.4  -  3.2  6.7  -17.3  8.50  0.86 

New  York  Venture  Fund  (started  2/69)  -13.8  -  1.5  29.5  -23.8  8.67  0.69 

Newton  Fund   -11.5  3.8  1.2  16.0  -10.6  8.50  0.90 

Old  Dominion  Investors'  Trust -14.8  0.1  5.6  2.3  -14.8  1.00  0.91 

Omega  Fund  (started  4/68) -7.2  -  3.1  25.5  -15.8                t  0.92 

Oppenheimer  A.I.M.  Fund  (started  12/69) -20.7  -  2.1  100.9  -15.6  8.50  1.10 

Oppenheimer  Fund  -19.3  7.8  2.6  382.9  -18.1  8.50  0.61 

Over-the-Counter  Securities  Fund -1.1  8.8  2.0  6.0  -3.2  8.00  1.33 

Pace  Fund  (started  7/69)  —11.0  -  none  11.5  -21.2  8.50  1.13 

Pacific  Standard  Fund  -13.3  -  3.6  4.9  -25.8  8.75  1.54 

Paramount  Mutual  Fund  -24.8  3.5  5.6  7.0  -5.4  ? .50  0.77 

The  Pegasus  Fund  (started  3/65) -23.6  -  2.2  7.3  -29.8  8.88  1.57 

Philadelphia  Fund -10.5  4.3  1.7  66.2  -13.9  8.75  0.80 

Pilgrim  Fund  (started  8/64) -21.9  -  1.0  10.3  -21.4  8.50  1.46 

Pilot  Fund  (started  9/67)  -9.6  -  3.6  22.6  -19.9  8.50  1.20 

Pioneer  Fund -8.7  6.8  3.9  225.2  -5.8  8.50  0.68 

Pioneer  II  (started  9/69) 6.7  -  1.9  11.3  71.2  8.50  1.39 

PLIGROWTH  Fund -16.3  5.5  1.5  16.8  -14.3  8.50  1.04 

Plitrend  Fund6  -19.2  6.0  4.2  8.8  -22.1  8.50  1.14 

Polaris  Fund  (started  8/68) -24.6  -  none  31.4  -29.8               %  0.75 

Progress  Fund  (started  8/69)  -17.8  -  1.1  5.5  -11.3  8.50  1.00 

Providor  Growth  Fund  (started  2/70) —16.1  -  1.9  4.9  -2.0  8.50  1.12 

Providor  Investors  Fund  (started  1/69) -12.5  -  .6.0  2.6  -7.1  8.50  1.12 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
*   •   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 

*  Formerly  Hedberg  &  Gordon  Fund.         %  Restricted  to  present  shareholders  only.  N.A.  Not  available. 
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PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets      Markets 


Forbes 
Fund  Ratings 
1974 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


Latest 
12  Months 

11*1* 

Dividend 
Return 

f~~  Total  Assets  — > 
6/30/74    %  Change 
In           1974  vs. 
Millions        1973 

Maximum  Annual 
Sales    Expenses 
Charge  Per  $100 

-17.5% 
-17.2% 

3.8% 
4.0% 

4.1% 
<  3.3% 

STOCK  FUNDS  (LOAD) 


B 

A 
B 
B 

■A 


Puritan  Fund -7.0%        3.7% 

Putnam  Funds 

Equities  (started  9/67) -15.7 

Growth -14.8           6.1 

Investors  -17.8           7.2 

Vista  (started  6/68)  -21.4 

Voyager  (started  4/69) -14.0 

Research  Capital  (started  5/69) 21.5 

Research  Equity -20.2           5.2 

Paul  Revere  Courier  Fund  (started  8/69) -22.8 

Revere  Fund  -24.9           1.4 

SAFECO  Funds 

Equity   -19.4           2.9 

Growth  (started  2/68)*  -22.2 

Income  (started  10/69)**  -15.0 

Salem  Fund -17.7             - 

Schuster  Fund  (started  9/67)  -25.7 

Seaboard  Leverage  Fund  (started  6/69) -8.5             - 

Security  Funds 

Equity  (started  9/62)  -9.7 

Investment   -16.5           3.2 

Ultra  (started  9/69) -16.1 

Sentinel  Growth  Fund  (started  9/69) -3.2             - 

Sentry  Fund  (started  5/70) -14.6 

Shareholders'  Trust  of  Boston  -10.2           1.7 

Shearson  Appreciation  Fund  (started  3/70) -10.9             - 

Side  Fund  (started  7/68)  -3.8 

Sigma  Capital  Shares  (started  10/67) -21.9 

Sigma  Investment  Shares -17.2           3.6 

Sigma  Venture  Shares  (started  1/70) -21.9            - 

Southwestern  Investors  -20.0           2.9 

Southwestern  Investors  Growth  Fund  (started  5/68)  -25.0 

Sovereign  Investors  -13.1           1.9 

Spectra  Fund  (started  7/69) -29.5 

State  Street  Investment  Corp -19.6           5.1 

Supervised  Investors 

Growth  Fund  (started  4/66) -13.0 

Summit  Fund  (started  2/69) —15.3 

Surveyor  Fund  (started  9/66)$  —16.2 

Technology  Fund -8.3           4.7 

TMR  Appreciation  Fund  (started  7/69) -21.1 

Transamerica  Capital  Fund  (started  7/68) -17.8            - 

Transamerica  Investors  Fund  (started  4/69)  -9.7             - 

Travelers  Equities  Fund  (started  5/68)  -16.2 

Trustees'  Equity  (started  2/67) -22.3 

Twentieth  Century  Investors 

Growth  Investors  0.9           5.0 

Income  Investors  -6.7           1.7 

Unified  Mutual  Shares  (started  10/63)  -14.6 

Unifund  (started  4/65)  -33.8 

Union  Capital  Fund  (started  12/69)  -9.2 

United  Funds 

Accumulative -19.6           1.9 

Income   -20.7           3.7 

Science  -17.8          3.4 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•  •  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Syncro  Growth  Fund.         **  Formerly  Syncro  Income  Fund. 

t  Fund  no  longer  selling  new  shares-  existing  shares  traded  over-the-counter. 
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In  In 

UP  DOWN 

Markets      Markets 


>Forbes——m 

Fund  Ratings 
1974 


DOLLAR  RESULTS 


12-Year 

Average 

Annual 

Latest      Growth 

12  Months     Rate 


Dividend 
Return 


f —  Total  Assets  ~~ ^ 
6/30/74    %  Change 
in  1974  vs. 

Millions         1973 


Maximum  Annual 
Sales    Expenses 
Charge  Per  $100 


C 
B 
D 
B 
D 


Standard  &  Poor's  500  Stock  Average  -17.5%        3.8%        4.1% 

FORBES  Stock  Fund  Average  -17.2%        4.0%        3.3% 


STOCK  FUNDS  (LOAD) 

D  United  Vanguard  (started  10/69)  -34.8%  -  3.3%  $28.4  -33.0%  8.75%  $1.02 

F  USLIFE  Apex  Fund* -28.4  0.6%  1.8  10.2  -32.9  8.50  0.80 

A  USLIFE  Common  Stock  Fund** -10.1  2.4  5.6  238.4  -14.6  8.50  0.75 

F  The  Value  Line  Fund  -6.0  4.7  1.8  28.9  -15.0  8.75  0.80 

C  The  Value  Line  Income  Fund  -16.3  0.8  7.8  54.0  -21.9  8.75  0.77 

F  The  Value  Line  Special  Situations  Fund   -18.2  1.5  none  56.1  -25.5  8.75  1.17 

B  Vance,  Sanders  Common  Stock  Fund -9.8  4.8  2.1  40.2  —11.3  8.50  0.73 

D  Vance,  Sanders  Special  Fund  (started  11/68)  -17.0  -  2.4  39.6  -16.6  8.50  0.90 

F  Vanderbilt  Mutual  Fund  -36.2  0.5  2.8  4.3  -42.7  8.50  1.57 

D  Varied  Industry  Plan -20.9  0.2  none  10.1  -15.1  8.00  1.00 

B  Wall  Street  Growth  Fund  -15.9  2.1  1.8  9.8  -20.3  8.50  0.83 

B  Washington  Mutual  Investors  Fund  -7.9  4.1  5.6  255.6  -12.5  8.50  0.61 

B  Washington  National  Fund  (started  8/69) -15.4  -  2.8  9.3         -8.8  8.75  0.78 

F  Western  Industrial  Shares  -29.7  -1.5  1.8    "  2.8  -30.0  8.75  1.47 
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Westfield  Growth  Fund  (started  8/69) 

-19.8 

5.7 
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5.3 
4.1 

4.1 

351.7 

22.5 

-4.7 
-14.2 
-18.2 

8.00 
8.50 
8.50 

0.92 

Windsor  Fund 

....     -13.9 

0.57 

Wisconsin  Fund   

-13.0 

0.69 

STOCK  FUNDS  (NO-LOAD) 


Afuture  Fund  (started  3/68)  -16.5  -          none 

American  Investors  Fund  —15.5  4.6            1.3 

Armstrong  Associates  (started  6/68)   -31.2  1.8 

David  L.  Babson  Investment  Fund -12.4  7.2           2.1 

Beacon  Hill  Mutual  Fund  (started  7/64)  -16.4  -           2.1 

The  Burnham  Fund  (started  12/69) -6.2  0.6 

Columbia  Growth  Fund  (started  6/67)  -4.4  -            1.7 

Concord  Fund  -10.8  0.1            1.4 

Constellation  Growth  Fund  (started  5/67)  0.9  -            1.3 

Consultant's  Mutual  Investments  (started  6/63)  -10.3  3.5 

Davidge  Early  Bird  Fund  (started  3/69) -33.6  0.6 

de  Vegh  Mutual  Fund  -9.8  6.1            2.3 

Diebold  Venture  Capital  (started  4/68) -7.0  -          none 

Dodge  &  Cox  Stock  Fund  (started  4/65) -11.2  -            3.4 

Drexel  Equity  Fund   -23.4  4.0            3  2 

Drexel  Investment  Fund  (started  12/68) —18.2  -            2.3 

E  &  E  Mutual  Fund  (started  7/69)  —13.6  1.5 

Edie  Special  Growth  Fund  (started  8/69)  —15.1  1.2 

Edie  Special  Institutional  Fund  (started  8/69)  —14.6  1.4 

Emerging  Securities  Fund  (started  11/68) -27.0  none 

Energy  Fund  -9.0  4  9           2.8 

Farm  Bureau  Mutual  Fund  (started  8/71)  -19.8  2.7 

Financial  Dynamics  Fund  (started  9/67)  -15.2  —            2.4 

Financial  Industrial  Fund  -17.3  3  9           3.0 

Financial  Venture  Fund  (started  3/69)  —19.3  1.8 

First  Investors  Trend  Fundf -10.6  5.9           0.9 

First  Multifund  of  America  (started  10/67)  —17.6  2.1 

Fleming  Berger  Fund  (started  4/69)$  -35.1  none 

44  Wall  Street  Fund  (started  7/69)  -2.0  -          none 

Foursquare  Fund -16.0  2.5           4  0 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•   •   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Group  Securities  Apex  Fund.         *•  Formerly  Group  Securities  Common  Stock  Fund, 
t  Formerly  Leon  B.  Allen  Fund.         t  Formerly  Berger-Kent  Special  Fund 
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EXECUTIVE  SEMINARS 
IN  SOUND 


0<V 


&&** 


Nation's  Business 


1, 
2, 
3 

5 
6 
7 
8 


EXECUTIVE  SEMINARS  IN  SOUND  is  a  unique  learning  adventure  which  will  enable  you  to  expl 
in  real  life  dramatizations,  these  essential  guides  to  business  and  management  success: 

HOW  TO  GET  YOUR  IDEAS  ACROSS.  .  .  explores  the  art  of  communication— talking,  v 
ing,  listening.  How  skillful  are  you  as  a  communicator,  compared  to  the  businessmen  you'll  h 
in  this  cassette? 

MAKE  THE  MOST  OF  YOUR  TIME.  .  .  will  help  you  capture  wasted  hours,  turn  them  i 
productive  effort  so  you  can  truly  CONTROL  your  time. 

YOUR  ROLE  AS  DECISION-MAKER.  .  .  reveals  techniques  that  master  managers  use  to  e 
uate  facts  and  minimize  risks  in  decision  making. 

GUIDE  TO  BETTER  PEOPLE  MANAGEMENT  .  .  .  dramatizes  a  wide  variety  of  people  pi 
lems"  and  how  they  are  solved  .  .  .  everything  from  spotting  leaders  to  settling  inter-oj 
conflicts. 

MASTERING  THE  ART  OF  DELEGATING.  .  .  demonstrates  how  to  hand  over  responsi^ 
to  others  so  you  can  free  yourself  for  the  real  job  of  managing. 

ORGANIZING  YOUR  PLANS  AND  PLANNING  YOUR  ORGANIZATION.  .  .  learn  the  nei 
techniques  for  coping  with  constant  changes  in  your  business  resulting  from  growth,  com] 
tion,  economics  and  government. 

THE  STRATEGIES  OF  MOVING  AHEAD.  .  .  understand  your  situation  today  and  know 
to  set  realistic  goals  for  the  future  through  these  re-creations  of  revealing  case  histories. 

HOW  TO  LIVE  WITH  YOUR  OWN  SUCCESS.  .  .  the  personal  psychology  of  how  to  over 

fears,  blind  spots  and  57  varieties  of  hang-ups  that  can  rob  you  of  the  joy  of  achievement 

A  PROVEN  METHOD  TO  'LISTEN'  YOUR  WAY  TO  NEW  EXECUTIVE  POWER 


, 


A  Complete  8- Part  Course 
in  Executive  Self  Development 


On  cassettes  in  handsome  binder  with  study  guide 


iBrjrilLriWarfCwil  ^"       I^VJniv 


OF  BUSINESS  ENTERPRISE 


►UGH  THESE  DRAMATIC  SOUND  PRESENTATIONS  YOU  USE  YOUR  IMAGINATION  AND  MEMORY 
30AK  UP"  HUNDREDS  OF  GUIDELINES  TO  BUSINESS  SUCCESS  ...  TO  MASTER  YOUR  ROLE 
IANAGER  ...  TO  INSPIRE  NEW  CONFIDENCE  IN  OTHERS  ...  TO  MOTIVATE  THOSE  WHO 
<  FOR  YOU  .  .  .  AND  TO  ENJOY  YOUR  OWN  SUCCESS. 

THESE  DRAMATIC  SOUND  PRESENTATIONS  CAN  BE  ABSORBED  AT  YOUR  OWN  PACE  IN 
t  SPARE  TIME! 


ISTIC   DRAMATIZATIONS   PUT  YOU   IN 

iber  the  days  of  radio  drama  .  .  .  where  the  vivid 
actors  and  sound  effects  enlisted  the  powerful  aid 
ir  imagination?  You  could  close  your  eyes  and 
what  was  happening  and  it  became  indelibly  etched 
r  memory.  Executive  Seminars  in  Sound  works  on 
r  the  same  principle. 

Series  Of  Lectures  .  .  .  The  situations  and  people 
11  meet  in  "Seminars  in  Sound"  are  as  real  as  those 
icounter  every  day  in  business.  You'll  "sit  in"  on 
problems  as  they  unfold,  listen  to  how  they're  mis- 
d,  and  then,  through  the  advantage  of  "stop  mo- 


THE   PICTURE  .  .  . 

tion,"  a  narrator  will  interrupt  the  action  to  point  out 
errors,  to  explain  what  went  wrong  and  to  show  what 
should  have  been  done. 

The  Overwhelming  Advantage  Of  Convenience  .  .  .  Cas- 
settes are  used  on  the  standard  cassette  player  that  can 
be  activated  anywhere  at  any  time.  At  home  during  your 
leisure  hours.  Beside  you  as  you  commute  to  work.  While 
shaving  .  .  .  building  in  your  workshop  .  .  .  traveling  on 
a  train  or  plane.  Furthermore,  they  can  be  shared  by 
others  in  your  organization  .  .  .  even  used  for  group 
training  sessions. 


ive  Seminars  in  Sound  puts  you  into  actual 
plant,  sales  and  commercial  situations  .  .  . 
dramatic  force  that  will  automatically  im- 
your  managerial  performance  in  similar 
<stances. 

mplete  8-part  course  at  only  $85  includes: 

ndsome  llVi'^x  ll'/i"  vinyl  cassette  binder, 
built-in  pocket  for  each  cassette. 

complete  set  of  eight  cassettes,  each  one  offer- 
to  50  minutes  of  playing  time.  You  just  pop 
e  one  you  want  to  hear,  insert  it  in  your 
e  player  and  listen,  anytime,  anywhere. 

ludy  Guide  providing  a  written  synopsis  for 
assette,  ideal  for  your  personal  review,  as  a 
ler  of  sections  y.ou'll  want  to  go  back  to  and 
10  again,  or  for  formatting  group  training  ses- 
n  your  own  company. 

back  guarantee  if  not  completely  satisfied. 

n's  Business  Sound  Seminar  Division 

H  Street,  N.W.,  Washington,  D.C.  20006 


NATIONS  BUSINESS  FM  874 

SOUND  SEMINAR  DIVISION 
1615  H  Street.  N.W.. 
Washington.  DC    20006 

Please  send  me  "Executive  Seminars  in  Sound"  the  complete  8-part  manage- 
ment course  on  audio  cassettes  in  cassette  binder  with  Study  Guide.  I 
understand  my  entire  payment  will  be  refunded  and  my  account  canceled  if 
I'm  not  completely  satisfied. 

D  Check  enclosed  (or  $85 

D   PLEASE  CHARGE  MY  CREDIT  CARD: 


American  Express 

BankAmericard 

Master  Charge 


Bank  No. 


Expiration  Date 


Name 


Address 
City 


State 


Zip 


signature 
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UP 
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tForbes 


1974 


DOLLAR  RESULTS 


12-year 

Average 

Annual 

Latest       Growth 

12  Months      Rate 


Dividend 
Return 


t —  Total  Assets  — \ 
6/30/74    %  Change 
in  1974  vs. 

Millions         1973 


Maximum  Annual 
Sales    Expenses 
ChargemPer  $100 


Standard  &  Poor's  500  Stock  Average  -17.5%        3.8%        4.1% 

FORBES  Stock  Fund  Average  -17.2%        4.0%      ,3  3% 


STOCK  FUNDS  (NO-LOAD) 


Fund  for  Mutual  Depositors  (started  8/69) -18.5%  -            2.4%  $16.7  -21.2%  none  $0.87 

General  Securities -11.5  1.4            3.2  5.3  -8.6  none  1.38 

Growth  Industry  Shares -15.1  4.3            1.2  34.2  -18.6  none  0.79 

Guardian  Mutual  Fund -6.4  5.1            3.9  48.1  -7.5  none  0.77 

Hartwell  Growth  Fund  (started  1/67)*  -18.5  none  4.6  -31.3  none  1.85 

Hartwell  Leverage  Fund  (started  9/68)es -5.7  -  none  5.5  -23.6  none  2.00 

Hedge  Fund  of  America  (started  2/68) -3.6  -  none  7.9  -16.0  f  1.50 

The  Heritage  Fund  -25.9  -  none  0.5  -44.4  none  5.60 

Herald  Fund  (started  3/68)  -21.1  -            1.1  4.3  -38.6  1.00*  0.51 

Investment  Guidance  Fund  (started  6/68)  -11.5  -            1.9  1.9  —17.4  none  1.68 

Ivy  Fund  -13.8  7.0            1.7  36.1  -17.2  none  1.27 

Janus  Fund  (started  2/70) -13.6  -  4.1  28.2  -14.6  none  1.34 

The  Johnston  Mutual  Fund -17.5  7.2            2.6  254.8  -11.6  none  0.63 

Loomis-Sayles  Capital  Development  Fund -16.2  6.8            1.4  53.6  -22.8  hone  0.69 

Mairs  &  Power  Growth  Fund -27.2  5.9            1.8  9.9  -27.7  none  0.73 

Mates  Investment  Fund  (started  7/67)  -25.0  -  none  1.0  —37.5  none  3.00 

Mathers  Fund  (started  8/65) -24.3  -            3.1  53.2  -27.7  none  0.73 

Mutual  Shares 9.3  7.9            1.9  5.1  -10.5  none  1.60 

Naess  &  Thomas  Special  Fund  (started  1/68)  -20.8  -            1.7  12.0  -29.0  none  0.91 

Nassau  Fund -18.1  1.6           4.4  4.5  -34.8         /none  132 

National  Industries  Fund                          -15.8  4.1            2.3  12.4            3.3  none  1.00 

Nelson  Fund -24.1  2.4  none  2.6  -35.0  none  2.55 

Neuwirth  Century  Fund  (started  4/69) 3.9  -  none  4.9         -9.3  none  1.74 

Neuwirth  Fund  (started  2/67)  -12.7  -            0.2  15.8  -26.5  none  1.79 

Nicholas  Fund  (started  7/69)  -30.0  -            0.5  31.5  -33.4  none  0.91 

O'Neil  Fund  (started  9/66)  -8.9  -            2.4  6.6  -28.3  none  0.90 

Ocean  Technology  Fund  (started  7/68) -2.8  -  none  0.9  -10.0  none  1.80 

Oceanographic  Fund  (started  5/68) -3.7  none  10.2  —10.5  none  1.13 

One  Hundred  Fund  (started  11/66)  -22.5  -            2  7  17.6  -33.3  none  1.21 

One  Hundred  &  One  Fund  (started  12/66)  -16.4  -            5.6  1.9  -29.6  none  1.50 

The  One  William  Street  Fund -13.5  5.1            2.9  233.4  -16.3  none  0.50 

Penn  Square  Mutual  Fund -3.3  5.6            4.3  117.1  -9.4  none  0.61 

Pennsylvania  Mutual  Fund  (started  6/67)   -21.4  -  none  2.6  -23.5  none  5.71 

Pine  Street  Fund -7.6  4.5            5.1  42.0  -12.0  none  0.48 

Price  Funds 

T.  Rowe  Price  Growth  Stock -19.2  6.6            1.9  1,010.7  —13.1  none  0.51 

Rowe  Price  New  Era  (started  5/69)  -5.2  -            1.8  221.1          22.1  none  0.72 

Rowe  Price  New  Horizons -27.4  10.7            0.9  281.9  -17.2  none  0.62 

PRO  Fund  (started  9/67) -24.2  -            1.7  30.7  -16.4  none  0.90 

Scudder  Special  Fund -24.5  4.9            2.3  100.2  -33.0  none  0.66 

Scudder  Stevens  &  Clark  Common  Stock  Fund  -21.3  1.9            2.9  114.8  -20.9  none  0.77 

Selected  American  Shares —19.7  2.9            4.9  150.3            0.1  none  0.74 

Selected  Special  Shares  (started  1/68)  -14.7  -            3.0  43.9  -23.0  none  0.94 

Sherman,  Dean  Fund  (started  2/68)  11.0  -  none  3.1  -3.1  none  1.50 

Smith,  Barney  Equity  Fund  (started  8/68) -15.6  -            2.1  49.8  -17.4  none  0.92 

Smith,  Barney  Income  &  Growth  Fund  (started  6/67)  -19.6  -            6.3  2.6  -23.5  none  1.50 

Standard  &  Poor's/ln'cap  Dyn.  Fund  (started  5/69)  -15.8  -  none  4.4  -31.3  none  1  53 

Standard  &  Poor's/ln'cap  Spec.  Fund  (started  1/70)  -12.6  -            1.1  9.4  -20.3  none  114 

State  Farm  Growth  Fund  (started  3/68)  —17.7  -            16  38.5  -1.5  none  0  75 

State  Farm  Income  Fund  (started  3/68)  -22.4  -            5.5  6.1            0  0  none  0.75 

Steadman  American  Industry  Fund  -13.5  0.5  none  20.9  -22.3  none  2.12 

Steadman  Investment  Fund  —15.6  2.6            2.3  25.3  -23.1  none  1.30 

Stein  Roe  &  Farnham  Capital  Opportunities  Fund  —22.5  2.6            15  20.4  -23.3  none  0.70 

Stein  Roe  &  Farnham  Stock  Fund -21.9  4  9            2.1  140.5  -19.4  none  0.56 

Summit  Capital  Fund  Inc  (started  10/69)  —13.5  -  none  0.3  -40.0  none  2.65 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

•   •   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A.         t   Fund  no  longer  selling  shares;  existing  shares  traded  over  the  counter. 

*  Formerly  Hartwell  &  Campbell  Fund.  **   Formerly  Hartwell  &  Campbell  Leverage  Fund.         t  Entrance  fee. 
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National  SteeLConcentrating  on  ava- 
riety  of  growth  markets  has  helped 
us  become  the  nation's  third  largest 

steel  producer.  And  within  those  mar- 
kets we  have  highly  advanced  capa- 
bilities. Our  Stran-Steel  subsidiary, 
f or  example,is  the  second  largest  pro- 
ducer of  pre-engineered  steel  build- 
ings in  America.  It  can  handle  an 
order  for  an  industrial  storage  shed 
as  small  as  100  square  feet  Or  an  or- 
der for  an  entire  industrial  park  with 
buildings  up  to  1  million  square  feet 
each.  Last  year  Stran-Steel  shipped 
more  than  7,000  buildings  all  over 
the  world.  And  since  1970  it  has  more 
than  doubled  sales.  That's  progress. 
And  progress  always  has  been  the 
National  interest. 


It's  time  you  heard  more  about  us.  Write  for  a  copy 
of  our  annual  report.  National  Steel  Corporation, 
2800  Grant  Bldg.,  Pittsburgh,  Pa.  15219.  ® 
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Ratings 
1974 


DOLLAR  RESULTS 


Latest 
12  Months 


12-Year 
Average 
Annual 
Growth 
Rate 


f~~  Total  Assets  ~~ "\ 
6/30/74    %  Change 
Dividend         in  1974  vs. 

Return      Millions        1973 


Maximum  Annual 
Safes    Expenses 
Charge  Per  $100 


Standard  &  Poor's  500  Stock  Average  -17.5%        3.8%       4.1% 

C  C  FORBES  Stock  Fund  Average  -17.2%        4.0%        3.3% 

C  D  FORBES  Balanced  Fund  Average  -16.1%        1.4%        5.4% 


STOCK  FUNDS  (NO-LOAD) 


D  •  D           Tudor  Hedge  Fund  (started  6/69)  -15.9% 

C  C           Variable  Stock  Fund  -20.2 

B  D           Viking  Growth  Fund  -17.6 

•  A  •  •  D           Weingarten  Equity  Fund  (started  3/67)   -20.4 

-0  --B             Clarence  M.  Whipple  Fund  (started  5/68) -15.8 


- 

none 

$7.9 

-26.9% 

none 

$1.74 

3.9% 

2.3% 

3.1 

-13.9 

none 

1.50 

2.5 

none 

1.5 

-21.1 

none 

1.00 

— 

none 

6.9 

-26.6 

none 

1.20 

— 

4.7 

0.7 

-12.5 

none 

1.45 

D 

A 

B 

A+ 

C 

•  -A 

D 

A 

A+ 

A 

B 

C 

C 

D 

B 

•  «D 

C 

B 

D 
D 
C 

B 
D 


CLOSED-END  INVESTMENT  COMPANIES 

Adams  Express  —11.8 

ASA  Limited   54.2 

Baker  Fentress  &  Co.  (started  3/64)  -16.5 

Carriers  &  General  Corp -14.1 

Central  Securities 

Consolidated  Investment 
General  American  Invest* 
International  Holdings  . 

Japan  Fund  (started  4/62)  -32.0 

The  Lehman  Corp -13.7 

Madison  Fund    -5.5 

Magellan  Fund  (started  5/63)  -21.9 

National  Aviation   -3.5 


4.8 
9.5 

3.4 


3.9 
1.2 
1.9 
3.5 


157.2 

330.3 

137.1 

17.6 


■13.1 
54.2 
-18.1 
-15.8 


Where 
Traded 

NYSE 
NYSE 
0TC 

NYSE 


FUNDS  FOR  INVESTING  ABROAD 

Canadian  Fund  -7.7 

International  Investors 32.2 

Scudder  International  Investments  -27.4 

Templeton  Growth  Fund   -12.6 

Transatlantic  Fund  -24.5 


0.54 
0.80 
0.56 
0.86 


B 

F 
C 
C 
C 

Central  Securities  

-21.4 

2.0 
2.9 
7.8 
2.9 

4.6 
3.8 
1.9 
3.4 

30.8 
57.3 
94.8 
72.2 

-15.9 
-27.8 
-13.7 
-17.5 

ASE 
0TC 
NYSE 
NYSE 

0.88 

C 

Consolidated  Investment  Trust  

-20.2 

0.20 

A 

General  American  Investors 

-10.5 

0.95 

D 

International  Holdings  

-15.8 

0.52 

_ 

1.1 

100.4 

-25.7 

NYSE 

0.48 

7.4 

2.0 

452.2 

-18.0 

NYSE 

0.36 

4.7 

7.3 

250.3 

-3.3 

NYSE 

0.65 

— 

0.8 

4.8 

-28.4 

0TC 

1.27 

3.6 

3.5 

73.2 

-4.3 

NYSE 

0.80 

B 

C 

•C 

C 

A 

A 

•  «A 

C 

Niagara  Share  Corp 

-21.0 

-9.5 

-10.2 

-24.3 

8.4 
6.8 

5.6 

1.3 
4.1 
0.5 
2.6 

97.4 
76.3 
73.0 
62.5 

-19.9 

-12.6 

-5.6 

-22.1 

NYSE 
NYSE 
OTC 
ASE 

0.65 

Petroleum  Corp.  of  America  . . . 

0.47 

Source  Capital  (started  10/68)  . 

1.05 

Standard  Shares    

0.55 

B 
D 

c 

B 

C 

•  -C 

Tri-Continental  Corp 

The  United  Corp 

-21.2 
-19.4 
-18.8 
-16.6 

5.0 
3.1 
3.1 

3.5 

6.0 

2.7 

none 

560.6 

109.6 

99.6 

12.7 

-22.0 
-20.9 
-22.7 
-16.5 

NYSE 
NYSE 
NYSE 
ASE 

0.28 
0.60 

C 
•D 

U.S.  &  Foreign  Securities  

Value  Line  Development  Capital  (started  2/68) 

0.86 
1.48 

Maximum 

Sales 

Charge 

12.0 

2.4 

29.9 

-6.0 

8.67 

0.85 

13.6 

1.2 

115.8 

154.5 

8.75 

0.87 

4.7 

1.3 

20.0 

-31.5 

none 

1.26 

14.3 

1.5 

17.3 

-9.4 

8.75 

1.07 

6.4 

1.5 

13.3 

-30.4 

t 

0.81 

BALANCED  FUNDS  (LOAD) 


D 

B 

C 

D 

B 

D 

B 

F 

A 

F 

A 

D 

B 

F 

B 

D 

C 

C 

American  Business  Shares   -11.5  1.1 

American  Express  Income  Fund  -13.7  0.9 

American  Express  Investment  Fund -16.0  1.4 

Anchor  Income  Fund  -15.0  0.4 

Axe-Houghton  Fund  A  -8.7  4.3 

Axe-Houghton  Fund  B -6.7  2.3 

Boston  Foundation  Fund  -16.0  1.3 

Channing  Funds 

Balanced   Fund    -17.5  1.4 

Income  Fund   -13.5  2.6 

•   Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•   •   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 


6.7 

19.1 

-15.1 

7.50 

0.93 

6.8 

115.4 

-20.1 

8.50 

0.64 

5.9 

124.1 

-19.3 

8.50 

0.68 

8.0 

87.5 

-18.8 

8.75 

0.60 

6.0 

46.6 

-12.1 

8.00 

0.98 

5.9 

191.6 

-10.7 

8.00 

0.74 

5.5 

31.7 

-16.8 

8.50 

1.16 

6.2 

60.7 

-23.2 

8.50 

0.70 

6.9 

66.4 

-14.9 

8.50 

0.75 

94 
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A  minimum 
of  %000  could 
put  you  in  the 

high  yield 
money  market* 

INTRODUCING:  FIDELITY  DAILY  INCOME  TRUST 


•  Participation  in  a  diversified  portfolio 
of  high-grade  short-term  money  market  T ' 
instruments 

•  Income  earned  daily,  7  days  a  weelt 

•  Check-writing  privilege  to  withdraw  funds 
by  redeeming  shares  ($1,000  minimum) 

•  No  minimum  investment  period 

•  No  charge  for  investment 

•  No  charge  for  withdrawal 

•  Minimum  initial  investment  $5,000 

For  further  information 

please  write  or  call  (8  A.M.  to  8  P.M.) 

for  a  free  prospectus 

Call  (800)225-6190 

or  call  collect  (617)  726-0650 


Fidelity  Daily  Income  Trust 

35  Congress  Street 

P.O.  Box  832,  Boston.  Mass.  0210 3  Dept.  F48I5 

Please  send  my  free  FDIT  prospectus. 


Name. 


Address. 


City. 


.Stale. 


.Zip. 


Telephone. 


FIDELITY  DAILY  INCOME  TRUST 


The  Trust  seeks  as  high  a  level  of  current  income  as  is  consistent  with  the  conservation  of  capital  and  liquidity  by  investing  in  certain 
money  market  instruments. 
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1974 


Ratings 


DOLLAR  RESULTS 


12-Year 

Average 

Annual 

Latest       Growth 

12  Months     Rate 


Dividend 
Return 


f —  Total  Assets  — \ 
6/30/74    %  Change 
in  1974  vs. 

Millions         1973 


Maximum  Annual 
Safes    Expenses 
Charge   Per  $100 


Standard  &  Poor's  500  Stock  Average  -17.5%        3.8%        4.1% 

C               C  FORBES  Stock  Fund  Average  -17.2%        4.0%        3.3% 

C               D  FORBES  Balanced  Fund  Average  -16.1%        1.4%        5.4% 

BALANCED  FUNDS  (LOAD) 

0             «B            Colonial  Income  Fund  (started  12/69) -12.6%          -            9.2%         $229.3            2.6%        8.50%      $0.60 

B               C            Composite  Bond  &  Stock  Fund  -11.7            2.5%        6.1                12.4         -1.6            8.00           0.90 

C               B            Eaton  &  Howard  Balanced  Fund  —13.7            1.0            5.3              118.5       -18.5            8.50            0.63 

C               B            Eaton  &  Howard  Income  Fund  -11.2            1.2            8.1                25.5         -5.6            8.50           0.75 

D               B  Franklin  Custodian  Funds-Income  Series  Shares    .  -12.2            0.6            8.4                11.4            8.6            8.75            0.94 

D              C           Income  Fund  of  Boston  -15.0 

D               D            Investors  Mutual   -18.0 

D               D            Keystone  Custodian  Funds— K-l   —14.3 

•  C             -C            Lincoln  National  Income  Fund  (started  9/69) -17.0 

B               D            Massachusetts  Fund    -16.5 

•  -C  Mutual  of  Omaha  Income  Fund  (started  5/69)  . . .  -14.5 

B            Nation-Wide  Securities -13.7 

National  Securities 

F               Balanced  Fund  -16.1 

F               Bividend  Fund   -14.0 

C                Income  Fund   —9.4 

F            Provident  Fund  for  Income  —11.7 

C            The  George  Putnam  Fund  of  Boston -17.6 

0           Putnam  Income  Fund -14.0 

0           Sentinel  Income  Fund  (started  9/69)  -16.0 

F            Sigma  Trust  -15.5 

•F  Sogen  International  Fund  Inc.  (started  4/70)  -14.2              -            1.9                12.6         -6.0            4.50            1.62 

C  Supervised  Investors  Income  Fund  (started  3/64)  -12.5              -            7.1                24.0         -5.5            8.75            0.69 

D            Union  Income  Fund8 -13.3            3.2            5.3                16.0         -2.4            8.50            0.53 

A            USLIFE  Balanced  Fundf -10.5            1.4            6.4                13.6         -8.7            8.50            0.96 

C            Vance,  Sanders  Investors  Fund  -14.4         -0.3            5.5              146.9       -21.4            8.50            0.70 

C  Wellington  Fund  -15.6         -0.3            5.3              793.4       -21.8           8.50            0.47 


-0.6 
0.1 
-0.8 

2.4 


8.9 
5.3 
7.9 
8.5 
4.7 


24.1 

2,090.0 

66.6 

2.9 

213.2 


-22.0 
-20.7 
-19.0 
-6.5 
-14.6 


8.75 
8.00 
8.75 
8.50 
8.75 


0.94 
0.35 
0.60 
1.18 
0.62 


1.4 

-0.8 
2.8 
0.9 


6.9 
5.7 

6.8 
6.9 
7.3 


15.5 
53.8 

2.1 
74.9 
58.5 


-3.7 
-18.5 

-25.0 
-17.2 
-13.5 


8.00 
8.67 

8.50 
8.50 
8.50 


0.90 
0.53 

0.70 
0.69 
0.66 


3.3 

3.4 

-0.2 

-0.7 


7.8 
4.3 
6.2 
6.4 
7.1 


100.7 

326.7 

113.3 

3.3 

11.4 


-7.7 
-21.2 
-13.8 
-13.2 
-12.3 


8.50 
8.50 
8.50 
8.00 
8.50 


0.80 
0.49 
0.66 
0.93 
0.82 


BALANCED  FUNDS  (NO-LOAD) 


B 

C 

A 

B 

B 

C 

D 

A 

C 

B 

B 

F 

A 

F 

Dodge  &  Cox  Balanced  Fund  -13.6 

Financial  Industrial  Income  Fund  -9.0 

Loomis-Sayles  Mutual  Fund  -14.0 

Northeast  Investors  Trust  —14.1 

Prudential  Fund  of  Boston   -15.5 

Scudder  Stevens  &  Clark  Balanced  Fund  -20.3 

Stein  Roe  &  Farnham  Balanced  Fund  -20.5 


2.4 

4.9 

12.1 

-17.1 

none 

0.69 

5.5 

7.1 

77.4 

-15.0 

none 

0.64 

2.7 

3.7 

130.3 

-17.6 

none 

0.58 

0.2 

0.9 

62.5 

-9.7 

none 

0.66 

1.5 

3.9 

2.5 

-13.8 

none 

0.81 

1.0 

4.4 

63.4 

-24.2 

none 

0.68 

3.2 

3.3 

134.2 

-24.7 

none 

0.54 

Not  Rated  BOND  &  PREFERRED  STOCK  FUNDS 


Fund  for  U.S.  Gov.  Sec.  (started  10/69)  -8.4 

Investors  Selective  Fund  -10.4  -1.3 

Keystone  Custodian  Funds 

B-l    -7.6  -5.0 

B-2    -11.7  -1.6 

B-4    -13.5  -1.4 

Mutual  Trust   -7.4  o.l 

National  Securities 

Bond  Fund   -14.5  -1.8 

Preferred  Fund  -12.4  -1.9 

Steadman  Associated  Fund  -17.8  0  9 

United  Bond  (started  3/64)   -13.7 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•   •   Fund  rated  tor  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Whitehall  Fund.  t  Formerly  Group  Securities  Balanced  Fund. 


7.9 
8.0 

91.9 

93.1 

-11.0 
24.3 

1.50 
7.00 

0.98 
0.51 

8.2 

8.9 

10.2 

24.4 

19.9 

238.2 

-12.2 

37.2 

5.9 

4.40 
8.75 
8.75 

0.33 
0.63 
0.61 

8.0 

11.7 

13.6 

none 

0.80 

9.3 
7.4 
8.5 
8.7 

46.9 

3.3 

46.6 

106.8 

87.6 
-17.5 
-19.8 

12.7 

8.50 
8.50 
none 
8.75 

0.88 
0.65 
1.23 
0.33 
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PERFORMANCE 
RATINGS 


In 

UP 

Markets 


In 

DOWN 

Markets 


iForbeSmmm^mi 

Fund  Ratings 
1974 


DOLLAR  RESULTS 


Latest 
12  Months 


12-Year 
Average 
Annual 
Growth 
Rate 


Dividend 
Return 


"  Total  Assets  ~~\ 
6/30/74    %  Change 

in  1974  vs. 

Millions         1973 


Maximum  Annual 
Sales    Expenses 
Charge   Per  $100 


-  -  Standard  &  Poor's  500  Stock  Average  -17.5%        3.8%       4.1% 

C  C  FORBES  Stock  Fund  Average  -17.2%        4.0%        3.3% 

C  D  FORBES  Balanced  Fund  Average  —16.1%        1.4%        5.4% 


Not  Rated  EXCHANGE  FUNDS 

Capital  Exchange  Fund  (started  3/66)  -17.4% 

Congress  Street  Fund -25.7 

Second  Congress  Street  Fund  (started  6/64) -19.3 

Constitution  Fund  (started  4/66)  -16.9 

Depositors  Fund  of  Boston  (started  4/65) —18.8 

Diversification  Fund  -17.6 

Empire  Fund  -18.7 

Fourth  Empire  Fund  (started  9/66) -13.1 

Fifth  Empire  Fund  (started  3/67) -12.9 

Sixth  Empire  Fund  (started  6/67) -15.2 

Exchange  Fund  of  Boston  (started  9/63)  -17.1 

Exeter  Fund  (started  5/66)  -17.1 

Federal  Street  Fund  -14.4 

Fiduciary  Exchange  Fund  (started  3/67) —17.6 

Second  Fiduciary  Exchange  Fund  (started  6/67)  . . .  -20.9 

Ohio  Capital  Fund  -14.5 

Presidential  Exchange  Fund  (started  8/65)  —13.7 

Second  Presidential  Exchange  Fund  (started  4/66)  —13.9 

Fifth  Presidential  Fund  (started  6/67)  -14.7 


19% 

1.6 

1.5 

2.0 

2.3 


$62.2 
28.8 
23.4 
27.2 
62.2 


-24.6o/0 

-31.6 

-26.4 

-22.7 

-24.5 


none 
none 
none 
none 
none 


$0.58 
0.59 
0.61 
0.60 
0.59 


1.8 
4.2 
4.8 
4.5 
4.8 


65.7 

24.7 

10.1 

7.6 

9.1 


-22.2 
-28.6 
-21.1 
-5.0 
-22.9 


none 
none 
none 
none 
none 


0.59 
1.05 
1.45 
1.24 
1.47 


2.3 
2.9 
2.0 
2.3 
2.3 


51.8 
43.0 
206.6 
43.9 
65.9 


-25.8 
-24.3 
-20.1 
-25.2 
-28.1 


none 
none 
none 
none 
none 


0.61 
0.73 
0.51 
0.60 
0.58 


9.2 
6.7 
7.3 
9.0 


-19.3 
-23.0 
-20.7 
-26.2 


none 
none 
none 
none 


0.70 
1.51 
1.40 
1.41 


Kind  of 
Shares 

Capital 
Income 
Capital 
Income 
Capital 
Income 


DUAL  PURPOSE  FUNDS 

American  Dualvest  Fund  (started  3/67)  -47.0 

American  Dualvest  Fund  (started  3/67) - 

Gemini  Fund  (started  3/67)  -31.9 

Gemini  Fund  (started  3/67)  - 

Hemisphere  Fund  (started  6/67)  -98.0 

Hemisphere  Fund  (started  6/67)  - 

Income  &  Capital  Shares  (started  3/67) -32.5 

Income  &  Capital  Shares  (started  3/67) - 

Leverage  Fund  of  Boston  (started  3/67) -34.4 

Leverage  Fund  of  Boston  (started  3/67) - 

Pegasus  Income  &  Capital  Fund  (started  6/67)$  —52.7 
Pegasus  Income  &  Capital  Fund  (started  6/67)$  - 

Putnam  Duofunds  (started  7/67)  -28.9 

Putnam  Duofunds  (started  7/67)  - 

Scudder  Duo-Vest  Exchange  Fund  (started  6/67)  .  -31.3 
Scudder  Duo-Vest  Exchange  Fund  (started  6/67) 

Scudder  Duo-Vest  Fund  (started  4/67) -24.6 

Scudder  Duo-Vest  Fund  (started  4/67) 


29.1 
34.9 
16.4 


-14.7 

-18.5 
-11.4 


Where 
Traded 


NYSE 
NYSE 
NYSE 


1.00 
0.91 
1.01 


Capital 
Income 
Capital 
Income 
Capital 
Income 


Capital 
Income 
Capital 
Income 
Capital 
Income 


none 
9.9 

24.4 

-17.0 

NYSE 

0.75 

none 
7.5 

43.8 

-16.3 

NYSE 

0.72 

none 
6.8 

12.2 

-34.1 

OTC 

1.23 

none 
7.2 

21.3 

-11.3 

OTC 

0.86 

none 
7.1 

27.3 

-22.0 

OTC 

0.70 

none 
7.0 

91.8 

-13.0 

NYSE 

0.72 

Type  of 
Fund 

Stock 
Stock     * 
Closed-End 
Stock 
Bond 


Maximum 

NEW    FUNDS-  Sales 

Charge 

Able  Associates  Fund  (Started  11/71) -17.1  -  none                 1.1  -21.4  none  2.70 

Acorn  Fund  (Started  6/70) -9.5  -  1.5               12.9  -11.6  none  1.11 

Advance  Investors  Corp  (Started  2/73) -13.4  -  2.6               52.5  -13.9  none  0.94 

Aetna  Fund  (Started  4/71) -16.7  -  1.4                19.6  9.5           8.50%  0.90 

Aetna  Income  Shares  (Started  5/73) -14.0 8.2 25.2  -22.5  8.50  0.84 

Alliance  Bond  Fund  (Started  9/73) 6.2  10.4  -  none  0.66 

Alpha  Investors  (Started  7/70) -18.1  -  3.7                 2.6  -21.2  8.50  1.50 

Amer.  Express  Gov't  Sec.  Fund  (Started  12/73). ...          -  -  3.9                4.7  -           1.75  N.A. 

American  General  Bond  Fund  (Started  10/70) . .        -9.4  -  8.8            205.0  20.7  none  0.61 

American  Gen.  Convertible  Securities(Started  6/72)    -12.6  -  8.0               49.2  -14.6  none  1.00 

Anchor  Spectrum  Fund  (Started  12/73) none  31.6  -  8.75  N.A. 

Bancroft  Convertible  Fund  (Started  4/71) -8.8  -  6.6               35.0  -8.6  none  1.32 

Bayrock  Fund  (Started  7/70) -29.5  -  2.2                 3.6  -37.9  8.50  1.54 

Bayrock  Utility  Securities  (Started  8/72) -32.9  -  7.5               11.9  -33.9  none  0.88 

Calif.  Fund  for  Inves.  in  U.S.  Gov.  Sec.  (Sta.  5/73)        0.0  -  8.0                 3.1  416.7  none  2.11 

i   Formerly  Federated  Dual  Exchange  Fund.        N.A.   Not  available. 

•   Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion  for  the  first  time. 


Bond 
Balanced 

Bond 
Closed-End 
Closed-End 


Stock 
Closed-End 

Stock 
Closed-End 

Bond 
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Type  of 
Fund 


s  Forbes—* — ■ 
Fund  Ratings 
1974 


DOLLAR   RESULTS 


Latest 
12  Months 


12-Year 

Average  f      Total  Assets  ~~ "\ 

Annual  6/30/74    %  Change     Maximum  Annual 

Growth  Dividend          in            1 974  vs.           Safes     Expenses 

Rate  Return       Millions         1973             Charge    Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


-17.50/0 
-17.2% 

-16.1% 


3.8% 
4.0% 
14% 


4.1% 
3.3% 
5.4% 


NEW   FUNDS* 


Closed-End 

Bond 
Closed-End 

Stock 

Bond 


Cambridge  Fund  (Started  1/69)  -10.1%  -  none  $2.5  -7.4% 

Capital    Preservation    (Started    10/72)  -0.8  -  5.3%  4.2  250.0 

Castle  Convertible  Fund  (Started  1/71)*  -14.9  -  7.1  16.8  -16.8 

Challenger  Investment  Fund  (Started  7/71)  -10.2  -  3.9  4.3  104.8 

Channing  Bond  Fund  (Started  10/71) -13.7  -  9.1  46.5  10.7 

Channing  Venture  Fund  (Started  10/70)  -6.0  -  none  5.2  13.0 

Chase  Convertible  Fund  of  Boston  (Started  2/72)  —13.2  -  7.8  50.6  —13  2 

Circle  Income  Shares  (Started  6/73)  -5.7  -  9.3  14.2  4.4 

CNA  Income  Shares  (Started  5/73)  -11.4  -  9  4  59  4  -6  0 

CNA  Larwin  Investment  (Started  1/73)  Refused  to  supply  information. 

Colonial  Convertible  &  Senior  Secur.  (Started  10/71)  —13.2  7.9  35.2  -16.4 

Delchester  Bond  Fund  (Started  8/70)  -12.1  8.3  11.8  59.5 

Drexel  Bond-Debenture  Trading  Fund  (Started  9/71)  —18.3  -  8.2  42.5  -18.1 

Drexel  Utility  Shares  (Started  4/72) -34.9  -  8.4  8.1  -36.7 

Dreyfus  Special  Income  Fund  (Started  10/71)  —15.1  7.9  47.2  -15.3 

Dreyfus  Third  Century  Fund  (Started  3/72)  —11.7  1.9  16.1  -18.7 

Eagle  Growth  Shares  (Started  10/71)  -5.1  -  0.5  2.0  11.1 

Lionel  D.  Edie  Capital  Fund  (Started  10/73)  -  -  2.1  204.0 

Evergreen  Fund  (Started  10/71)  -8.3  -  none  3.1  -8.8 

Excelsior  Income  Shares  (Started  5/73)  —13.4  -  8.9  44.1  —13.2 

Federated  Inc.  &  Private  Plac  Fund  (Started  3/72)  -12.6  -  10.0  38.0  -9.3 

Federated  Regional  Research  Invest.  (Star.  11/72)  -26.5  0.3  3.0  -31.8 

Fidelity  Bond-Debenture  (Started  8/71)  -9.5  -  7.8  48  7  -3  8 

Fidelity  Conver.  &  Senior  Securi.  Fund  (Star.  1/72)  -10.0  -  4.3  11.7  -210 

Fidelity  Destiny  (Started  7/70)  -2.0  -  1.1  18.0  40.6 

First  Investors  Fund  for  Income  (Started  1/71)  20.4  -  7.4 

Fort  Dearborn  Income  Securities  (Started  12/72)  —13.4  -  9.0 

Franklin  Life  Bond  Fund  (Started  12/71)  -13.4  -  7.2 

Franklin  Life  Equity  Fund  (Started  12/71)  —15.0  -  none 

Franklin  US  Government  (Started  6/70)  -6.5  -  6.4 

Fundamerica  of  Japan  (Started  4/73)  -16.5  -  1.4  29  7  -35.9 

Fundpack  (Started  10/70)  -37.6  -  1.6  11  -50.0 

Hamilton  Income  Fund  (Started  12/70)  -7.0  -  5.3  33.5  23.2 

lohn  Hancock  Bond  Fund  (Started  11/73)  -  -  4.7  10  8 

John  Hancock  Income  Securities  (Started  2/73)  —19.7  -  10.3  142.3  —19.1 

John  Hancock  Investors  (Started  1/71)  -11.5  8.8  119.4  -10.6 

Highland  Capital  (Started  9/61)  4.5  -  none  5.9  3.5 

IDS  Growth  Fund  (Started  3/72)  -21.6  -  none  20 .6  100.0 

Imperial  Income  Fund  (Started  3/73)  -11.6  -  8.7  2.8  100.0 

INA  Investment  Securities  (Started  3/73)  N.A.  -  N.A.  N.A. 

Income  Fund  of  America  (Started  2/71)  -11.8  8.4  34.8  -11.7 

Independence  Sq  Income  Securities  (Started  2/72)  —15.4  -  9  0  31.4  -14.9 

JP  Growth  Fund  (Started  10/70)  -5.3  -  3.2  7  6  10.1 

Keystone  OTC  Fund  (Started  7/72)  -9  3  -  1.1  10  0  —10.7 

Lincoln  Nat'l  Direct  Placement  Fd  (Started  11/72)  -13.5  -  6.0  47.5  -13.0 

Lord  Abbett  Bond  Debenture  Fund  (Started  3/71)  -11.4  -  9.2  100  0  4  7 

Mass  Capital  Development  Fund  (Started  10/70)  -19.9  -  1.6  11.6  -12  1 

Mass  Financial  Development  Fund  (Started  10/71)  —21 4  -  3.2  124.5  -30  4 

Massachusetts  Fund  for  Income  (Started  12/73)  -  -  1.8  6.8 

Mass  Income  Development  Fund  (Started  10/70)  -15.6  -  7.7  200  6  -168 

Massmutual  Corporate  Investors  (Started  8/71)  -7.1  -  7.2  84  6  -7.0 

Massmutual  Income  Investors  (Started  1/73)  -11.8  9  0  123  1  -110 

Montgomery  Street  Income  Sec  (Started  1/73)  -9  0  -  8  2  167  8  -9.0 

Monthly  Income  Shares  (Started  3/74)  -  -  0  7  2  4 

MONY  Fund  (Started  7/70)  -18.4  -  0  8  12  7  -1.6 

Mutual  Benefil  Fund  (Started  1/71)  -15  5  -  18  2  6  36  8 

Mutual  Benefit  Growth  Fund  (Started  1/71)  -18.0  -  16  5.8  7  4 

N.A.   Not  available.         t  Formerly  C.  I.  Convertible  Fund. 

Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26.   1970  or  have  met  the  $2  million  criterion 
for  the  first  time.         t   Fund  no  longer  selling  shares;  existing  shares  traded  over  the  counter 


none 

none 

none 

8.50% 

8.50 


N.A. 
$1.50 
1.82 
1.50 
0.79 


Stock 
Closed-End 
Closed-End 
Closed-End 
Closed-End 


8.50 
none 
8.00 
none 


1.04 
1.04 
0.75 
0.60 


Stock 

Bond 
Closed-End 
Closed-End 

Stock 


8.50 
8.50 
none 
none 
8.75 


0.81 
1.00 
1.14 
1.34 
1.03 


Stock 

Stock 

Balanced 

Stock 
Closed-End 


8.75 
8.75 
6.50 
none 
none 


1.30 
1.23 
N.A. 
2.00 
0.57 


Closed-End 

Stock 

Bond 
Closed-End 

Stock 


Bond 
Closed-End 
Bond 
Stock 
Bond 


Stock 
Stock 
Stock 
Bond 
Closed-End 


Closed-End 
Closed-End 

Stock 

Stock 

Bond 


Balanced 
Closed-End 

Stock 
Closed-End 
Closed-End 


Bond 
Stock 
Stock 
Bond 
Balanced 
Closed-End 

Closed-End 

Closed-End 

Balanced 

Stock 

Stock 

Stock 


none 
t 
8.50 
none 
8.96 


6.50 
1.50 
8.50 
8.00 
none 


none 
none 
none 
8.50 
N.A. 


8.50 
none 
8.00 
none 
none 


1.39 
1.45 
0.77 

1.04 
0.90 


29.2 

265.0 

8.75 

1.14 

98.6 

-12.4 

none 

0.42 

2.7 

-12.9 

8.50 

1.48 

3.7 

-14.0 

8.50 

1.44 

13.3 

23.2 

8.75 

0.94 

0.53 
1.29 
0.97 
N.A. 
0.40 


0.59 
4.76 
0.99 
0.85 
N.A. 


1.06 

0.91- 

0.97 

1.21 

0.97 


8.50 

0.86 

8.50 

1.13 

8.50 

0.76 

8.75 

N  A 

8.50 

0.69 

none 

1.20 

none 

0.89 

none 

0.66 

8.67 

N.A 

8.50 

1.00 

8.75 

1.53 

8.75 

1.52 
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12-Year 

Average 

f —  Total  Assets  — "\ 

Annual 

6/30/74    %  Change 

Maximum  Annual 

Latest 

Growth 

Dividend         in           1974  vs. 

Sales    Expenses 

12  Months 

Rate 

Return      Millions        1973 

Charge   Per  $100 

-17.5% 

3.8% 

4.1% 

-17.2% 

4.0% 

3.8% 

-16.1% 

1.4% 

5.4% 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


NEW  FUNDS" 


Bond  Mutual  of  Omaha  America  Fund  (Started  10/73)    . .  - 

Closed-End  Mutual  of  Omaha  Interest  Shares  (Started  1/72)  -16.6% 

Bond  NEL  Income  Fund  (Started  11/73) I       - 

Stock  New  England  Life  Side  Fund  (Started  6/70) -19.6 

Stock  New  Perspective  Fund  (Started  5/73) -2.4 

Stock  North  Star  Fund  (Started  8/71)$  -14.0 

Balanced  Oppenheimer  Income  Fund  (Started  5/72) —18.2 

Stock  Oppenheimer  Time  Fund  (Started  10/71) -16.1 

Closed-End  Pacific  American  Income  Shares  (Started  3/73)  .  —15.5 

Stock  Pacific  Mutual  Fund  (Started  9/71) -12.2 

Closed-End  Peachtree  Equity  Securities  (Started  7/73) -12.6 

Stock  Phoenix  Capital  Fund  (Started  2/72) -7.4 

Balanced  Phoenix  Fund  (Started  9/70) —11.9 

Stock  Pilgrim  Formula  Shares  (Started  12/73) - 

Stock  Putnam  Convertible  Fund  (Started  6/72) -14.3 

Stock  Redmond  Growth  Fund  (Started  7/71) -31.6 

Closed-End  The  REIT  Income  Fund  (Started  6/72)  —77.5 

Bond  Rowe  Price  New  Income  Fund  (Started  10/73)  ...  - 

Closed-End  Paul  Revere  Investors  (Started  9/71) -5.8 

Closed-End  St  Paul  Securities  (Started  9/72) -13.7 

Stock  Schuster  Spectrum  Fund  (Started  8/69)  -23.6 

Stock  Scudder  Development  Fund  (Started  2/71) -33.7 

Bond  Security  Bond  Fund  (Started  12/70) -0.2 

Stock  Selected  Opportunity  Fund  (Started  8/70) -22.2 

Stock  Sentinel  Trustees  Fund  (Started  1/71) -2.9 

Stock  Sequoia  Fund  (Started  7/70) -8.9 

Balanced  Shearson  Income  Fund  (Started  9/71)  -10.6 

Stock  Shearson  Investors  Fund  (Started  3/71) -4.5 

Closed-End  State  Mutual  Securities  (Started  2/73) -10.2 

Stock  Sun  Growth  Fund  (Started  8/71) -6.7 

Closed-End  Transamerica  Income  Shares  ^Started  11/72)  .... 

Stock  United  Conf  I  Growth  Fund  (Started  6/70) 

Balanced  United  Conf  I  Income  Fund  (Started  6/70) -18.0 

Closed-End  USLIFE  Income  Fund  (Started  12/72)  -20.2 

Stock  Value  Line  Leveraged  Growth  Inves  (Started  2/72)  -17.6 

Bond  Vance,  Sanders  Income  Fund  (Started  6/73) -5.9 

Closed-End  Vestaur  Securities  (Started  12/72)  -16.3 

Balanced  Wellesley  Income  Fund  (Started  7/70)  -14.7 

Bond  Westminster  Bond  Fund  (Started  7/73) 

Stock  Willow  Fund  (Started  10/70) -5.9 

Stock  Ziegler  Fund  (Started  9/70) -3.6 

Stock  Ziegler  Select  Fund  (Started  9/70) -5.9 


4.6% 

8.8 

3.5 

1.2 

3.6 


$2.5 
81.9 
13.5 
30.8 
160.6 


-15.7% 

8.1 
7.9 


1.50o/0 

none 

8.00 

8.00 

8.50 


$0.33 
0.80 
0.77 
0.73 
1.08 


2.8 

9.5 

none 

10.1 

0.8 


2.3 
10.4 
38.7 
77.9 

3.2 


-11.5 
11.8 
-4.9 

-15.5 
18.5 


none 
8.50 
8.50 
8.00 
8.00 


1.00 
1.30 
0.75 
0.64 
1.00 


2.7 
1.1 

6.8 
0.8 
6.1 


14.9 
5.9 
6.6 
4.9 

19.9 


-26.6 
103.5 
-1.5 

-20.4 


none 
8.50 
8.50 

t 
8.50 


1.50 
1.50 
0.90 
N.A. 
1.00 


0.4 
31.8 
2.7 
7.2 
8.4 


2.8 

34.1 

30.5 

43.4 

109.1 


-40.4 
-3.4 

-5.9 
-13.6 


none 
none 
none 
none 
none 


1.10 
1.13 
0.51 
1.18 
0.76 


none 

none 

6.6 

0.2 

0.8 


0.9 
20.3 
2.4 
4.3 
9.4 


-30.8 
-26.7 

33.3 
-31.8 

46.9 


8.50 
none 
8.75 
none 
8.00 


1.59 
1.24 
1.00 
1.02 
0.76 


3.8 
8.1 
4.8 
8.5 
0.6 


8.8 
10.4 

8.8 
95.1 

2.5 


-12.0 

-20.6 

-19.3 

-9.5 

31.6 


none 
8.50 
8.50 
none 
8.50 


1.20 
0.88 
1.03 
0.64 
1.51 


8.5 
1.0 
5.9 
10.3 
none 
7.7 


109.0 

59.9 

86.3 

43.8 

2.4 

3.0 


-7.0 
-10.9 
-20.8 
-19.0 
-27.3 
650.0 


none 
8.75 
8.75 
none 
8.75 
8.50 


0.70 
1.05 
0.88 
1.11 
1.07 
1.08 


Not  Rated* 


9.8 
8.2 
7.5 
none 
2.2 
2.5 


68.3 

117.2 

26.7 

9.6 

5.3 

3.7 


-14.3 
-13.4 

-18.0 

-5.4 

0.0 


none 
8.50 
8.50 
none 
8.50 
7.00 


1.10 
0.78 
0.63 
1.00 
1.00 
1.00 


1.00 

N.A. 

8.75 

0.65 

none 

N.A. 

none 

N.A. 

none 

N.A. 

none 

N.A. 

■  Current 

Ey£dve 

-          N.A.  1.4             - 

10.5%  15.4          73.0 

12.7  .7 

11.2  .5 

13.0  4.0 

Dreyfus  Liquid  Assets  (Started  1/74)  .                                            -          10.7  146.8 

Fidelity  Daily  Income  Trust  (Started  5/74) -                         11.5  56.0 

Holding  Trust  (Started  6/74) -             -          11.5  N.A. 

Money  Market  Management  (Started  1/74) -             -          11.0  52.9 

Oppenheimer  Monetary  Bridge  (Started  4/74) -             -          10.8  4.7 

•  Reserve  Fund  (Started  11/71) 0.0             -          12.8  238.6        993.0 

STCM  Corp.  (Started  7/74)  -             -          10.0  3.0 

*   Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion 
for  the  first  time.        t  Fund  no  longer  selling  shares;  existing  shares  traded  over-the-counter. 
N.A.  Not  available.        t   Formerly  Piatt,  Tschudy,  Norton  Fund. 


none 
none 
none 
4.25 
none 
none 


N.A. 
N.A. 
N.A. 
N.A. 
N.A. 
N.A. 
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Catch  up  on  what 
the  Chairman  of 
General  Electric, 
AT&T, 

Merrill  Lynch, 
Warner  &  Swasey, 
Seaboard  Coast  Line 
Industries  and 
Rockwell  International 
have  been 
reading  lately. 


"Fact  and  Comment  is  a  portable  conversation  with  a 
pungent  observer  who's  had  strong  opinions  about 
nearly  every  issue  of  our  times.  Malcolm  Forbes  calls 
them  as  he  sees  them." 

Reginald  H.  Jones, 

Chairman  of  the  Board,  General  Electric 
"...  a  pleasure  to  read  the  musings— filled  with  wis- 
dom, strength,  and  personality— of  perhaps  our  lead- 
ing business-watcher.  .  .  critic  and  booster." 

JohnD.  deButts, 
Chairman  of  the  Board,  AT&T 
"As  a  long-time  reader  of  Forbes  Magazine,  I  have 
been  aware  of  your  ability  to  perceive  trends  in  busi- 
ness and  government,  and  to  describe  them  in  a  lively 
and  spontaneous  fashion." 

Donald  T.  Regan, 

Chairman  of  the  Board,  Merrill  Lynch 


".  .  .  pithy,  stimulating,  humorous  and  right  to  the 
point." 

Joseph  T.  Bailey, 

Chairman  of  the  Board,  Warner  &  Swasey 

".  .  .  the  greatest  thing  in  books  which  has  ever  be- 
come a  part  of  my  library.  .  .  must  reading  for  all 
well-informed  people  .  .  ." 

W.Thomas  Rice, 

Chairman  and  Chief  Executive  Officer, 

Seaboard  Coast  Line  Industries 

"...  a  treasure  house  of  wit  and  wisdom  on  business 
and  politics.  As  you  read  it,  you'll  keep  saying  to  your- 
self, "I  wish  I'd  said  it  that  way!" 

W.  F.  Rockwell,  Jr., 

Chairman  of  the  Board,  Rockwell  International 


Just  published  by 
ALFRED  -A-  KNOPF>^ 


Forbes  Inc.,  Dept.  F,    60  Fifth  Avenue,  N.Y.,  N.Y.  10011 

Please  send  me copies  of  Malcolm  Forbes'  Fact  and  Comment 

at  the  address  below.  My  payment  of  $ _  covering  the 

above  copies  at  $7.95  a  copy  is  enclosed.  (No  charge  for  shipping 
and  handling.) 

Name 
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(please  print) 


Address. 


City. 


.State. 


.Zip. 


N.Y.  State  residents,  please  add  applicable  local  taxes,  as  required  by  law. 
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Stock  Comments 


The  Gloom  Is  Deepening 


By  Heinz  H.  Biel 


It  was  about  a  year  ago  that  there 
was  a  saying  in  Wall  Street  that  a  Nix- 
on resignation  would  be  worth  a  hun- 
dred points  in  the  Dow— on  the  up- 
side, of  course.  Looking  back  now, 
with  the  benefit  of  20-20  hindsight, 
one  may  have  to  conclude  that  that 
appraisal  of  a  hundred  points  prob- 
ably was  too  low.  Regardless  of  how 
anyone  feels  about  the  President  and 
his  problems,  it  is  undeniable  that 
this  endless  preoccupation  with  Wa- 
tergate has  done  incalculable  dam- 
age, because  vit  happened  at  a  time 
when  firm  leadership  and  full  coop- 
eration of  the  Congress  and  the  Ad- 
ministration were  needed  badly. 

Alas,  this  was  not  to  be  and  the 
sad  situation  could  continue  for  sev- 
eral more  months  unless  the  Presi- 
dent resigns,  which,  at  least  so  far, 
he  seems  to  have  no  intention  of  do- 
ing. Whether,  as  a  consequence  of  his 
latest  disclosures,  or  confessions,  cir- 
cumstances will  compel  Mr.  Nixon  to 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson   Inc. 
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change  his  mind,  remains  to  be  seen. 

Meanwhile,  things  have  gone  from 
bad  to  worse.  Inflation  has  reached 
intolerable  proportions,  and  interest 
rates  have  risen  to  equally  intolerable 
levels.  While  this  combination  is  a 
natural  one,  it  is  unusual  that  these 
conditions  still  prevail  at  a  time  when 
this  country's  economy  is  in  a  state  of 
recession  and  may  be  heading  for 
something  more  serious.  That's  what 
really  stumps  politicians  and  econo- 
mists alike.  On  top  of  this  we  face 
the  gravest  international  monetary 
disarray  in  more  than  four  decades. 

All  these  problems  are  not  con- 
fined to  this  country,  although  we  are 
apt  to  think  so  because  of  the  politi- 
cal turmoil  which  has  come  to  dom- 
inate our  thinking.  London  stock  prices 
are  at  the  lowest  levels  since  the  late 
Fifties,  and  the  gloom  over  there  is 
even  deeper  than  here.  Japanese 
stocks  are  suffering  one  sinking  spell 
after  another.  Italy  is  on  the  verge  of 
national  bankruptcy,  and  what  goes 
on  in  many  of  the  poorer  and  under- 


developed countries  is  just  plain  awful. 
The  fear  that  something  might  go 
terribly  wrong  has  been  expressed 
several  times  in  this  column,  though 
often  between  the  lines  rather  than 
bluntly.  Now  this  has  become  a  fa- 
vored subject  of  the  mass  media,  in- 
cluding TV,  with  the  result  that  peo- 
ple are  being  scared  to  death.  Com- 
mon stocks,  which  at  least  so  far  have 
utterly  failed  in  their  presumed  func- 
tion of  a  hedge  against  inflation,  have 
borne  the  brunt  of  these  fears.  The 
new  increasingly  frequent  allusions  to 
a  worldwide  bust  d  la  1929-32  has 
deepened  the  prevailing  gloom. 

It  Need  Not  Happen 

These  dark  forebodings  are  not 
without  foundation,  but  that  doesn't 
mean  that  the  worst  is  about  to  hap- 
pen. We  should  not  rule  out  the  pos- 
sibility that  the  price  of  Arab  oil  will 
come  down  a  couple  of  dollars;  that 
the  Western  world's  governments,  cen- 
tral banks  and  commercial  banks  will 
cooperate  in  a  joint  effort  to  prevent 
monetary  disasters  with  their  horrible 
domino  effects,  and  that  they  will 
avoid  the  sauve  qui  pent  policies  of 
the  Great  Depression;  that  federal, 
state  and  municipal  governments  will 
exercise  fiscal  restraints;  that  busi- 
ness and  labor  will  use  similar  re- 
straints in  raising  prices  and  in  de- 
manding excessive  wage  increases,  re- 
spectively. It  is  even  possible  that  a 
timely  rain  will  save  the  corn  crop 
in  the  Midwest. 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.WILSON 

P.O.  Box  1317-FO 
Roswell,  New  Mexico  88201 
Area  Code  505-623-0507 


GROW 
CHEMICAL 

DECLARES 

41st 

CONSECUTIVE 
DIVIDEND 

Grow  Chemical  Corp.  directors  have 
declared  an  8  cent  per  share  quarterly 
cash  dividend,  the  company's  41st  con- 
secutive quarterly  cash  dividend  since 
1964.  paid  July  31st  to  shareholders  of 
record  July  22nd,  1974.  In  addition, 
stock  dividends  have  totalled  40%  since 
1963. 

Grow  Chemical  (ASE)  is  a  nation 
al  producer  of  specialty  chemical  coat- 
ings. Demand  for  sophisticated  paint 
systems  to  meet  EPA  standards  has  gen 
crated  new  automotive,  industrial  and 
mass  transportation  markets  for  Grows 
coatings. 


Foi  our  latest  interim  report  write: 
Grow  Chemical  Corp. 
M5  Kirk  Avenue 
New  York,  N.Y.  101 


Perhaps  it  is  too  much  to  expect 
that  everyone  will  behave  rationally, 
unless  they  can  be  convinced  that  all 
this  is  in  their  own  best  interest. 
And  for  that  you  need  leadership  in 
government,  business,  labor— at  home 
as  well  as  abroad.  At  present  there  is 
no  evidence  of  such  leadership. 

This  leaves  the  investor,  to  whom 
this  column  is  addressed,  in  a  hapless 
position,  and  I  can't  see  a  safe  way 
out  of  his  quandary  either.  The  aw- 
ful combination  of  inflation  and  a  de- 
pressed stock  market  is  best  demon- 
strated by  a  simple  example:  100 
shares  of  General  Motors  now  buys 
one  Chevrolet.  In  1965,  when  GM 
sold  well  above  100,  the  same  100 
shares  would  have  bought  at  least 
four  Chevies.  Need  more  be  said? 

Despite  all  the  pessimism  that  now 
seems  to  engulf  much  of  this  country, 
and  which  is  characteristic  of  a  bear 
market  approaching  its  low,  I  do  not 
think  that  this  is  the  time  to  aban- 
don the  stock  market  altogether  and 
run  for  the  hills.  There  are  hundreds 
of  fine  companies  which  will  survive 
any  conceivable  adversity.  This  does 
not  preclude  the  possibility,  if  not 
probability,  that  the  price  of  their 
shares  may  decline  even  further,  but 
eventually  the  inherent  values  will 
again  be  recognized.  At  present,  a 
strong  balance  sheet  is  all  important, 
even  more  so  than  current  earnings 
per  share,  which  in  many  instances  do 
not  deserve  high  credibility.  If  a  com- 
pany's financial  condition  is  sound, 
and  if  its  record  over  the  years  has 
been  good,  and  if  its  price  in  rela- 
tion to  past  and  present  earnings  is 
modest,  such  stocks  deserve  to  be 
held  by  even  the  most  fearful  investor. 

Glimmer  of  Hope 

At  long  last  the  upper-tier  stocks, 
the  superblue  chips  of  yesteryear,  are 
coming  down  to  earth.  It  is  a  grue- 
some spectacle  to  see  these  hallowed 
stocks,  the  one-decision  favorites  of 
the  banks  and  their  pension  and  trust 
funds,  go  down  just  like  "ordinary" 
stocks.  And  there  are  hardly  excep- 
tions. They  all  suffer  alike,  whether  it 
be  the  pharmaceuticals  or  the  prime 
retailers,  Coca-Cola,  Burroughs,  Xerox, 
Kodak  or  American  Express.  A  bear 
market  does  not  discriminate. 

But  this  isn't  the  first  time  that  this 
has  happened;  it  nearly  always  does. 
In  1962,  for  instance,  IBM  lost  50%  of 
its  value  in  a  matter  of  six  months. 
The  price  collapse  of  the  prime-qual- 
ity stocks  usually  occurs  toward  the 
very  end  of  a  bear  market,  and  this, 
like  the  deepened  gloom,  provides 
the  one  visible  ray  of  hope  that  the 
turning  point  may  not  be  far  away. 
Another  point  to  keep  in  mind  is  that 
a  bear  market,  that  cruel  destructor 


of  values,  is  also  the  creator  of  un- 
usual opportunities.  I  don't  know- 
where  or  when  the  market  will  hit 
bottom,  but  I  suggest  to  investors 
that  they  keep  their  eyes  open  for 
such  exceptional  values  and  that  they 
consider  the  committing  of  reserves  a 
little  too  soon  rather  than  a  little  too 
late.  After  the  turn  the  uprush  is 
likely  to  be  quite  steep. 

Exploding  Profits 

We  Wall  Streeters  are  notoriously 
incorrigible.  We  always  have  to  have 
a  stock  we  like,  regardless  of  what 
we  think  of  the  market  or  things  in 
general.  Call  this  inconsistent,  but  so 
be  it.  Crane  Co.  (29)  has  never  en- 
joyed a  high  investment  rating  and 
its  past  record  has  not  been  particu- 
larly impressive— at  least  not  until 
1973  when  profits  started  to  explode, 
to  $3.93  a  share  vs.  $2.31  the  year 
before.  Well,  in  the  first  half  of  1974 
Crane  earned  $4.50,  more  than  in  all 
of  1973,  and  results  for  the  full  year 
may  top  $10.  No  wonder  that  Crane 
is  one  of  the  very  few  stocks,  except 
for  the  golds,  to  reach  an  alltimc 
high  this  month. 

Almost  all  of  Crane's  various  divi- 
sions are  doing  exceedingly  well  this 
year.  Even  a  slump  in  residential  con- 
struction has  had  no  significant  ad- 
verse effect.  Other  activities,  partic- 
ularly sales  of  equipment  for  the  pe- 
troleum industry  and  pollution  control, 
and  of  course  its  steel  products,  easily 
took  up  the  slack.  So  far  there  is  no 
sign  of  a  slowdown. 

However,  Crane  is  still  a  cyclical 
company,  which  explains  why  the 
stock  has  never  enjoyed  a  high  price/ 
earnings.  Furthermore,  its  capitaliza- 
tion is  highly  leveraged,  which,  of 
course,  tends  to  accentuate  this  year's 
bonanza. 

Yet,  what  really  appeals  to  me 
about  the  stock  is  that,  according  to 
Standard  &  Poor's,  only  eight  institu- 
tions own  138,000  shares,  a  mere  2.1% 
of  the  5.1  million  common  shares  out- 
standing. What  they  don't  have  tin  \ 
can't  sell,  and  we  all  have  seen 
what  happens  to  a  stock  when  the  in- 
stitutions decide  to  sell.  While  Crane 
is  not  recommended  for  conservative 
investment,  the  stock  should  be  seri- 
ously considered  as  replacement  for 
"dogs"  that  have  gone  to  sleep  and 
show  no  signs  of  early  awakening. 
Dividend  payments  have  been  creep- 
ing up  gradually  over  the  years,  to 
taling  $1.10  a  share  for  the  past  12 
months.  Another  boost  is  possible  at 
the  next  meeting  of  the  board  of  di- 
rectors, scheduled  for  Aug.  26.  How 
ever,  in  a  case  like  Crane  dividend! 
are  a  secondary  consideration,  pai 
ticularly  at  a  time  when  Treaaurj 
notes  are  paying  9%.   ■ 
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Technician's  Perspective 


De  Profundis 


As  August  began,  the  last  dregs  of 
hope  seemed  to  be  draining  out  of 
the  stock  market— if  that  was  still  the 
right  word  for  what  looked  more  like 
a  tag  sale  where  the  prices  are  within 
anyone's  reach  but  the  merchandise 
is  mostly  too  shabby  or  useless  to 
bother  with.  Investor  sentiment,  in 
other  words,  was  at  low  ebb,  probably 
the  lowest  in  a  generation,  if  not  long- 
er. Almost  70%  (!)  of  advisory  services 
took  a  dim  view  of  stock  market  pros- 
pects, and  it  seemed  like  a  safe  bet 
that  the  other  30%  wasn't  inspiring  its 
clients  to  do  much  stock  buying. 

That  was  the  setting  in  which  it 
suddenly  seemed  possible  that  Mr. 
Nixon  might  resign  the  Presidency, 
thus  sparing  the  country  the  trauma 
of  a  lengthy  impeachment  process 
and  resolving  abruptly  what  has  been 
widely  described  as  a  deep  Constitu- 
tional crisis.  The  possibility  arose  at 
a  time  when  the  stock  market's  basic 
technical  position,  in  terms  of  side- 
lined potential  buying  power,  was 
perhaps  stronger  than  ever— at  any 
rate,  strong  enough  to  seem  typical  of 
a  bear  market  bottom  zone.  The 
mutual  funds,  for  example,  collec- 
tively reported  reserves  at  an  ag- 
gregate of  almost  $4.5  billion  as  of 
June  30,  equal  to  an  extraordinarily 
high  11.1%  of  total  net  assets.  Even 
excluding  some  $225  million  of  cash- 
equivalent  assets  reported  by  the  rela- 
tively new  "money  market"  funds,  the 
other  funds'  aggregate  cash  ratio  was 
still  a  near-record  10.6%. 

Obviously,  with  many  funds  beset 
by  redemption  problems,  this  ratio  is 
not  as  encouraging  as  it  was  in  past 
years,  when  the  funds  regularly  took 
in  more  cash  than  they  paid  out.  But 
this  reservation  ignores  the  fact  that 
the  June  cash  reserves  equalled  almost 
five  times  the  preceding  12  months' 
total  net  redemptions,  which  should 
mean  that  fund  managers,  given  any 
encouragement,  could  start  moving  $1 
billion  or  so  into  the  stock  market.  At 
June  30  total  net  asset  values,  that 
would  leave  the  aggregate  cash  ratio 
at  a  still  high  8%. 

Elsewhere  on  the  institutional  sec- 
tor, the  extent  of  "excess"  cash  re- 
serves is  more  difficult  to  pin  down. 

Mr.  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 


By  John  W.  Schulz 

Private  pension  funds,  whose  stock 
portfolios  are  probably  more  than 
twice  the  mutual  funds'  stockholdings, 
have  lately  been  growing  at  an  annual 
rate  of  $10  billion  or  more. 

Indications  are  they  invested  no 
more  than  half  that  amount  in  com- 
mon stocks  during  the  past  12  months 
and  perhaps  a  good  deal  less  than 
that  during  the  first  half  of  1974.  As  a 
result,  pension  fund  holdings  of  cash, 
cash  equivalents  and  bonds  now  are 
probably  well  above  the  nearly  $40 
billion  of  year-end  1973  (according 
to  Federal  Reserve  Board  estimates). 
This  figure  was  equal  to  over  28% 
of  total  assets,  which  included  about 
$94  billion  worth  of  corporate  stock, 
or  about  68%  of  assets. 

By  now,  it  is  almost  a  certainty 
that  the  market  value  of  these  stock- 
holdings is  down  by  a  good  few  billion 
dollars,  so  I  would  guess  that  their 
holdings  of  cash  plus  "credit  market 
instruments"  currently  are  between 
30%  and  35%  of  total  assets,  aggregat- 
ing perhaps  moderately  over  $130  bil- 
lion. Thus,  a  shift  of  only  2%  of  total 
pension  fund  assets  from  cash  and 
equivalents  into  the  stock  market 
would  mean  an  addition  of  some  $2.5 
billion  to  the  demand  for  common 
stocks.  (Some  conservative  analysts 
estimate  pension  funds'  surplus  stock 
buying  power  nearer  $5  billion. ) 

Other  major  institutional  investors, 
such  as  insurance  companies  and  state 
and  local  government  retirement 
funds,  have  considerably  smaller  per- 
centages of  their  total  assets  in  com- 
mon stocks— somewhat  over  $60  bil- 
lion out  of  about  $390  billion  as  of 
year-end  1973.  Clearly,  here  too,  a 
handful  of  billions  could  swing  from 
cash  into  stocks  sooner  or  later. 

On  the  whole,  it's  probably  very 
conservative  to  estimate  that  at  least 
something  like  $5  billion  of  sur- 
plus stock  buying  power  is  currently 
available  on  the  "institutional"  side- 
lines. Noninstitutional  investors  could 
easily  match  that  (and  more).  It's 
easy  nowadays  to  forget  that  time  and 
savings  accounts  held  by  what  the 
Federal  Reserve's  flow-of-funds  tables 
call  "households"  add  up  to  around 
$600  billion. 

What's  $5  billion  of  potential  fresh 
demand    to    the    stock    market?    An- 


swer: At  today's  stock  prices,  it's  the 
equivalent  of  maybe  150  million 
shares.  True,  that's  only  about  ten 
days'  trading  volume  at  recent  low 
turnover  rates  for  listed  stocks.  But 
as  added  net  buying  it  could  loom 
much  larger.  Consider  that  neither 
round-lot  nor  odd-lot  customers  have 
been  net  buyers  of  stock  on  the  New 
York  and  American  stock  exchanges 
since  last  February.  Consider  also  that 
round-lot  customers  bought  only 
about  50  million  more  shares  than 
they  sold  on  the  NYSE  during  the 
big  stock  market  advance  from  the 
May  1970  bear-market  lows  to  the 
recovery  highs  in  April  1971.  In  other 
words,  $5  billion  could  support  a  good 
deal  more  than  a  year's  worth  of 
added  net  buying. 

No  Laughing  Matter 

Naturally,  the  $5-billion  question  is, 
what  could  start  any  such  amount 
moving  into  the  stock  market  these 
miserable  days?  Obviously,  a  revival 
of  confidence;  and  the  conventional, 
and  perhaps  indisputable,  view  is  that 
this  would  take  a  clearing  of  the  polit- 
ical atmosphere  and/or  a  new  down- 
trend in  interest  rates  and  easing  of 
inflation  pressures.  But  it  is  also  at 
least  conceivable  that  investors  might 
at  some  point  begin  to  thing  that  com- 
mon stocks,  especially  at  their  present 
depressed  prices,  could  be  desirable 
as— don't  laugh— inflation  hedges. 

Argus  Research  Corp.  makes  an  in- 
teresting case  in  favor  of  this  argu- 
ment, pointing  out  that  aggregate  cor- 
porate dividends  rose  between  late 
1965  and  mid- 1974  at  a  compound 
annual  rate  of  over  5.2%,  com- 
pared with  a  bit  over  5.1%  for  the 
Consumer  Price  Index.  More  recently, 
between  the  third  quarter  of  1973 
and  the  second  quarter  of  1974,  divi- 
dends rose  at  a  12.3%  annual  rate, 
while  prices  rose  11.3%.  In  the  opin- 
ion of  this  widely  respected  organiza- 
tion, dividend  growth  is  likely  to 
match  or  exceed  the  rise  in  the  cost 
of  living  during  the  next  several  years. 

And,  of  course,  it's  also  possible 
that  investors  might  begin  to  think 
again  of  common  stocks  as  represent- 
ing productive  assets  that  could  not 
be  duplicated  except  at  costs  far 
above  depreciated  book  values  and 
which  do  have  substantial  earning 
power.  Lately,  needless  to  say,  no- 
body has  cared  about  such  things, 
and  so  the  average  listed  stock  price/ 
earnings  ratio  was  down  to  about  6, 
probably  a  record  low.  No  wonder 
more  and  more  corporations  are  mov- 
ing in  the  direction  of  "going  private" 
by  buying  in  their  own  stock,  and 
that  takeover  bids  at  spectacular 
premiums  above  market  prices  are 
again  making  financial  headlines.  ■ 
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CHAROLAIS 


The  Beautiful 
Opportunity 

Designed  by 
Cowmen  for 
Potential  Cowmen 


A  complete  history  of  the 
nation's  most  sought-after  and 
fastest-growing  beef  breed  and 
its  advantages  to  those  interested  in 
the  cow  business. 
Use  your  letterhead,  write  for  your 
FREE  COPY  of  the  brochure, 
"Charolais,  a  Beautiful  Opportunity". 

American-International 
Charolais  Assn. 

1610-F  Old  Spanish  Trail 
Houston,  Tex.  77025 


Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
500  per  Common  Share 

Payable  September  15, 1974 
Record  August  16, 1974 
Declared  July  24, 1974 

Cyril  J.  Smith 
Secretary 


Houston,  Texas  77001 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  25C  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  3,  1974  to 
stockholders  of  record  on  August  9, 
1974.  The  transfer  books  will  not  close. 

July  25,  1974 

RAMSEY  E.   JOSLIN, 
Vice  President-Financial 


Overseas  Commentary 

Playing  the  Game 
With  Japanese  Rules 

By  Walter  Oechsle 
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Back  in  April,  this  column  suggested 
that  despite  an  overwhelming  con- 
sensus to  the  contrary,  Japan  might 
still  be  one  of  the  more  attractive 
places  for  investment.  At  least  on  a 
short-term  and  relative  basis,  that  pre- 
diction has  stood  up  rather  well.  While 
most  of  the  major  stock  markets  have 
suffered  declines  ranging  anywhere 
from  10%  to  40%,  the  Japanese  market 
has  pretty  much  held  its  own.  Back 
in  April  the  Tokyo  Dow  Jones  stood 
at  about  4450;  in  the  meantime  it 
has  gone  as  high  as  4700,  but  is  now 
back  to  4500. 

Where  is  the  Tokyo  market  head- 
ed from  here?  Does  its  relative 
strength  versus  other  world  markets 
mean  that  it  will  continue  to  outper- 
form the  others,  or  is  it  on  the  brink  of 
joining  the  worldwide  collapse  of 
equity  values?  Certainly  that  possi- 
bility cannot  be  excluded  entirely, 
particularly  not  short  term.  While  it 
is  becoming  increasingly  difficult  in 
the  current  atmosphere  of  gloom  to  ex- 
press bullish  sentiment  on  anything, 
I  continue  to  feel  that  investment  in 
equities  anywhere,  but  particularly 
in  Japan,  will  prove  to  be  one  of  the 
better  ways  to  protect  against  the 
longer-term  ravages  of  inflation.  Still, 
why,  of  all  places,  Japan? 

Here  is  some  of  the  reasoning  un- 
derlying my  optimism:  I  have  repeat- 
edly pointed  out  in  these  columns 
that  the  activity  of  foreign  investors 
in  any  given  market  has  been  a  fair- 
ly reliable  contrary  indicator.  Foreign- 
ers have  now  been  net  sellers  in  the 
Japanese  market  for  well  over  a  year. 

Obviously,  this  factor  alone  does 
not  justify  an  optimistic  view  of  the 
market.  More  fundamental  considera- 
tions are  needed,  and  they  are  indeed 
available.  Despite  the  unique  aspects 
of  the  current  worldwide  economic 
environment,  both  the  Japanese  econ- 
omy and  stock  market  have  followed 
the  textbook  rather  closely. 

Some  18  months  ago  the  Japanese 
authorities  started  to  adopt  a  restric- 
tive course  which  has  been  main- 
tained ever  since.  The  beginning  of 
the  restrictive  measures  coincided 
with  the  start  of  a  significant  decline 
in   the   stock    market,   which    saw    the 

Mr.  Oechsle  is  associated  with  Putnam  Man 
agement,    Boston,    Mass. 


.major  indices  go  down  some  25%  to 
30%  in  the  following  12  months.  The 
deflationary  policies  of  the  govern- 
ment succeeded  in  slowing  down  the 
economy,  but  they  failed  to  prevent  a 
veritable  explosion  in  prices. 

At  the  moment,  the  overall  econ- 
omy is  showing  little,  if  any,  growth. 
This  carries  many  implications  for 
both  the  economy  and  the  stock  mar- 
ket, but  two  stand  out: 

1 )  Imports,  in  terms  of  volume, 
are  down  from  a  year  ago,  while  ex- 
ports are  up  substantially.  Even  in 
terms  of  value,  exports  are  beginning 
to  exceed  imports,  and  the  prospects 
for  a  balance-of-trade  surplus  in  the 
current  fiscal  year  are  good. 

2)  Inflation,  as  measured  by- 
wholesale  prices,  is  still  more  than 
30%  above  a  year  ago,  but  has  be- 
gun to  slow  down  markedly.  By  the 
beginning  of  next  year  I  would  ex- 
pect it  to  be  in  the  15%  to  20%  range 
on  a  year-to-year  basis.  While  these 
figures  are  not  exactly  cause  for  joy, 
I  consider  the  trend  more  important 
than  the  absolute  figures;  and  the 
trend  is  indeed  encouraging. 

Having  been  successful  in  slowing 
down  the  economy  to  a  virtual  stand- 
still and  lowering  the  rate  of  inflation 
significantly,  the  Japanese  government 
now  does  have  room  for  reflating  do- 
mestic demand.  This  should  mean 
easier  money  in  the  near  future. 

When  last  discussing  Japan,  in  the 
Apr.  15  issue,  I  suggested  the  ]ap<n\ 
Fund.  While  the  stock  has  since  de- 
clined from  7%  to  6J«,  I  still  feel  that 
it  is  an  ideal  \  elude  lor  Americans 
to    participate    in    the    future    growth 

of  Japan.  For  mure  adventuresome 
investors,  there  are  also  considerably 
more  exciting  ways  to  play  the  game. 

This    phraseology    may    be    somewhat 

unfortunate  because  lew  Americans 
aie   capable   any    longer  oi    viewing 

investing    as    anything    hut    a    disaster. 
However,    in    Japan    the    public    does 
not    \et    \  ieu    the   slock    maiket    as   he 
inir,   dead,   and   does   in    lael    have    tun 
playing  the  game. 

When  investing  in  Japan,  foreign 

ers  have  to  make  a  hasii  decision.  Do 
the)  pla)  by  their  own  rulis  or  do 
the)     li\     lo    guess    what    the    Japanese 

rules  are?  [apanese  standards  of  stock 
market    valuation    are    ai    best    be 
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vildering  for  the  foreign  investor;  at 
vorst,  they  are  incomprehensible, 
echnical  indicators,  dividend  pay- 
nit,  par  value  and  book  value  all 
>lay  a  part.  "Stories"  and  rumors  are 
Jso  important  factors.  Most  char- 
icteristic  and  perhaps  most  important 
s  the  short-term  orientation  of  Jap- 
nese  investors,  both  individuals  and 
nstitutions. 

Largely  due  to  the  influence  of  for- 
ign  investors,  earnings  and  earnings 
rends  have  gained  steadily  in  im- 
)ortance  and  now  seem  to  outweigh 
nost  other  factors.  But  short-term 
arnings  swings  have  been  having  a 
ar  greater  impact  in  Japan  than  al- 
nost  anywhere  else.  The  result  has 
>een  a  virtually  incomprehensible  in- 
ersion  of  American  standards  of 
aluation.  Growth  companies  of  very 
ligh  caliber  have  been  accorded  low- 
^r  multiples  than  the  averages;  highly 
yclical  stocks  sell  at  premium  multi- 
)les.  Which  group  is  more  attractive 
ere?  I  rather  suspect  that  it  is  the 
growth  sector  of  the  market,  which 
>y  international  standards  is  valued 
it  absurdly  low  multiples. 

t  Five- Year  Plan 

I  have  frequently  emphasized  that 
do  not  consider  Japan  capable  of 
naintaining  her  very  high  growth 
ate  of  the  Sixties,  and  this  has  be- 
ome  rather  generally  accepted  by 
iow.  Still,  the  economy  can  be  ex- 
acted to  maintain  a  7%  to  8%  real 
;rowth  rate  in  the  foreseeable  future, 
anking  it  among  the  fastest  growing 
n  the  world.  But  it  will,  at  the  same 
ime,  become  more  cyclical.  An  im- 
ortant  corollary  of  this  assumption  is 
hat  growth  companies  as  defined  by 
American  standards  may  very  easily 
»e  accorded  premium  rather  than  dis- 
ount  multiples  in  the  future. 

So  the  key  to  successful  investing 
n  Japan  appears  to  be  the  ability  to 
dentify  the  growth  companies  of  the 
text  five  years.  They  will  not  neces- 
arily  be  the  star  performers  of  the 
>ast.  For  instance,  I  consider  it  highly 
nlikely  that  the  consumer  electronics 
ndustry  will  be  able  to  match  its 
utstanding  record  of  the  past  ten 
ears  at  any  time  in  the  foreseeable 
uture.  But  I  do  think  that  companies 
n  the  merchandising  (Marui  Depart- 
\ient  Stores),  housing  (Matsushita 
lectric  Works),  banking  (Sumitomo 
fank  Ltd.  and  Shizuoka  Bank  Ltd.) 
md  pharmaceutical  (Takeda  Chemi- 
■al  Industries)  segments  of  the  econ- 
•my  will  have  .outstanding  records 
iver  the  next  five  years.  Moreover, 
pen  the  fact  that  the  "game"  does 
lot  appear  to  be  dead  in  Japan,  the 
tock  market  performance  of  these 
bmpanies  just  might  match  their 
•  mic  performance.  ■ 
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RJReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  67  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  September  5, 1974  to  stockholders  of  record  at  the 
close  of  business  August  9, 1974. 

WILLIAM  R.  LYBROOK 

Sen/or-  Vice  President  and  Secretary 
Winston-Salem,  N  C  .  July  18,  1974 


Seventy-Four  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


JETS 


BID  and  ASK  activity 
on  most  biz-jets  daily 


Omni's  Trading  Floor 

BE  SURE  .  .  .  (202)  331-8000 


At 

C.C.PRICE 
the  unique 
portrait 
gallery 


FREE  PORTRAIT  BROCHURE 

Select  from  today's  leading 
portrait  painters  and  sculp- 
tors an  artist  who  is  not 
only  concerned  with  a  rea- 
listic likeness,  but  also  has 
a  style  to  capture  your 
style.   Visit   or   write: 

C.  C.   PRICE,   INC. 
15   E.   48th   St.,    N.Y.    10017  J 
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Consecutive  dividend 
payments  since  1909. 


AND  LIGHT  COMPANY 

DIVIDEND  NOTICE 

A  quarterly  dividend  at  the  rate  of 
43y20  Per  common  share  was  de- 
clared July  31,  1974  and  will  be 
paid  November  1,  1974  to  stock- 
holders of  record  October  4,  1974. 


Dwight  H.  Swanson 
President  and  Chairman 
Des  Moines.  Iowa  50303 


phelps 
dodge 

156th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  55t  per  share  on 
its  capital  stock  payable  Sep- 
tember 10,  1974,  to  stockholders 
of  record  at  the  close  of  business 
on  August   16,   1974. 

ROGER  C.  SMITH, 
Vice  President-Finance 
and  Treasurer 
New  York,  N.  Y. 
July  31,  1974 


DIVIDEND 


NOTICE 


SHELL  OIL 

Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty  cents  (60£)  a  share  on  the 
Common  Stock  of  this  Company, 
payable  September  23,  1974,  to 
shareholders  of  record  September 
9,  1974. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 
July  25,  1974 


AMERICAS  TOP  BUSINESS  GREETING  CARDS 

Customer  Cards  i 


Guaranteed  to  increase  your 
business,  or  they  cost  you 


nothing!       ppggc 


CATALOG 
SAMPLES 


HARRISON  PUB.  CO   Dept   RF 
Box  3079    Asheville.  N  C   28802 


Readers  Say 


(Continued  from  page  16) 
would  like  to  call  attention  to  the 
undertaking  of  Chicago,  i.e.,  the  pur- 
chase and  reclamation  of  10,000  acres 
of  a  strip-mined  "disaster"  some  200 
miles  south  of  the  city  and  the  dis- 
posal of  sludge  thereon. 

— A.A.  Solander 
South  Hadley,  Mas%. 

Broke  Brokers 

Sir:   There  is  indeed  a  conflict  of 
interest    between    client    and   broker 
(The  Money   Men,  July  1).   A  bro- 
ker can  become  rather  desperate  af- 
ter he  has  had  no  orders  for  a  num- 
ber of  days.  A  typical  broker,  when 
he    goes    to    work,    does    not    know 
whether  he  will  be  paid  for  that  day's 
effort.  He  is  not  paid  for  most  of  what 
he  does.  Our  solution  consists  of  an 
alternate   and   optional   system   of   a 
service  fee  on  market  value  of  ac- 
counts held  in  brokerage  firm  custody. 
—Ralph  R.  Humes 
—Thomas  B.  Woersching 
Registered  Reps. 
San  Diego,  Calif. 

Sir:  Trimming  of  principles  is  not 
confined  to  stockbrokers.  The  "pro- 
fessions" have  instituted  their  own 
variations  of  "churning,"  such  as  anti- 
competitive rules  and  "minimum"  fees 
for  certain  services. 

-T.G.  Cote 
Phoenix,  Ariz. 

Incentive 

Sir:  Re  "Get  Off  It,  Mr.  Engman" 
(Fact  ir  Comment,  July  15).  Our 
definition  of  a  premium  is  "a  reward 
for  performance."  Mothers  like  us. 

—William  C.  Battle 

President, 

Premium  Advtsg.  Assoc,  of  America 

New  York,  N.Y. 

Sir:  I  should  like  you  (and  all  the 
cereal  manufacturers)  to  know  that 
in  this  house  we  do  not  buy  cereal 
products  that  indicate  on  the  out- 
side of  the  box  that  a  "prize"  is  with- 
in. Nor  do  we  allow  the  children  to 
send  for  cheap,  not-worth-the-time- 
or-effort  "prizes"  offered  for  coins  and 
box  tops. 

—Mrs.  R.F.  Enchouse 
Portland,  Ore. 

Tm  glad  you  were  not  my  mother 
when  I  was  little!-MSF. 

Illiquid  Stocks 

Sir:  "Stocks  may  go  down,"  says 
an  economist  in  your  land  investment 
article  (June  15),  "but  at  least  there's 


a  market."  Not  always.  Our  firm 
recently  surveyed  2,176  companies, 
25%  of  the  most  actively  traded  non- 
NASDAQ  over-the-counter  stocks  last 
year.  Thirty-three  percent  no  longer 
had  any  quoting  market  makers, 
nearly  another  one-third  were  down 
to  just  a  single  market  maker. 

—Arthur  H.  Rogoff 

Senior  Vice  President, 

Robert  S.  Taplinger  Assocs. 

New  York,  N.Y. 

Sir:  In  Fact  &  Comment  (Aug. 
1)  you  lump  Hawaii  with  foreign 
areas  which  you  say  are  suffering  a 
drop  in  visitors.  Vacationers  are  tend- 
ing to  stay  in  their  own  countries  this 
year;  Hawaii's  hotel  occupancy  is  up 
over  last  year,  and  the  majority  of 
visitors  come  from  the  Western  states, 
particularly  California.  Maybe  a  trip  to 
Hawaii  is  what  you  need. 

—Frederick  H.  Kohloss 
Honolulu,  Hawaii 

Our  Machine 

Sir:  In  your  story  on  Akzona 
(July  15),  you  say  that  "The  Dutch 
company  is  highly  successful  in  elec- 
trical medical  equipment  like  its  kid- 
ney dialysis  machine."  The  machine 
was  totally  developed  and  is  produced 
by  CCI  Corp.'s  70%-owned  subsidiary, 
CCI  Life  Systems.  This  company 
is  wholly  independent  of  Akzo  or 
Akzona. 

—Alan  T.  Rubenoff 
New  York,  N.Y. 

Who's  Biggest 

Sir:  You  stated  that  First  Union, 
Inc.,  a  St.  Louis  holding  company,  op- 
erates Missouri's  largest  bank  (July 
1).  Actually,  Mercantile  Bancorpora- 
tion  has  control  over  Missouri's  larg- 
est bank.  The  First  National  Bank  in 
St.  Louis,  affiliated  with  First  Union, 
had  $1.6  billion  in  assets  and  $1  bil- 
lion in  deposits  as  of  March  31.  Mer- 
cantile Bank  and  Trust  Co.,  the  flag- 
ship bank  of  Mercantile  Bankcorp., 
had  $1.7  billion  in  assets  and  $1.1  bil- 
lion in  deposits. 

— J.W.  Londi  it 

Division  of  Finance, 

State  of  Missouri 

Jefferson  Citj .  Mo. 

10  Ks  Available 

Sim:  Re  "(Expletives  Delet 
(The  Numbers  Game,  July  I).  The 
SEC:  Form  10-K  is  available  to  the 
public  at  many  large-  and  medium- 
sized  university  libraries  .is  well  as  at 
sonic  ol  the  municipal  lil>r.in 

—Alan  Paui  Si 
I  il  Science  I  •ibrariazt 

I  niv.  of  Am 
Tucson,  \n 
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ThOUghtS . . .  Business  of  Life 


Tension  strangles  and  suffocates 

creativity.  Don't  expect 

a  flow  of  ideas  if  you  let  yourself 

get  tied  in  a  knot. 

Arnold  Glasow 


Obvious  thinking  commonly  leads 
to  wrong  judgments 
and  wrong  conclusions. 
Humphrey  B.  Neill 


Thought  and  theory  must  precede 
all  salutary  action; 
yet  action  is  nobler  in  itself 
than  either  thought  or  theory. 
William  Wordsworth 


They  wrong  man  greatly 

who  say  he  is  to  be  seduced  by  ease. 

Difficulty,  abnegation,  martyrdom, 

death  are  the  allurements 

that  act  on  the  heart  of  man. 

Thomas  Carlyle 


He  who  lives  without  folly 
is  not  so  wise  as  he  thinks. 
La  Rochefoucauld 


Since  life  is  action  and  passion, 

a  man  must  share  the  passion 

and  action  of  his  time  at  peril 

of  being   judged   not   to  have   lived. 

Oliver  Wendell  Holmes 


I  never  heard  of  a  person 

stumbling  on  something  sitting  down. 

Whitt  N.  Schultz 


I  never  did  anything  worth  doing 
by  accident,  nor  did  any  of  my 
inventions  come  by  accident; 
they  came  by  work. 
Thomas  Edison 


But  innovation  is  more  than 

a  new  method.  It  is  a  new  view 

of  the  universe,  as  one  of  risk 

rather  than  of  chance  or  of  certainty. 

It  is  a  new  view  of  man's  role 

in  the  universe;  he  creates  order 

by  taking  risks.  And  this  means 

that  innovation,  rather  than  being 

an  assertion  of  human  power,  is  an 

acceptance  of  human  responsibility. 

Peter  Drucker 


Let  well  enough  alone 

and  there  will  be  no  progress. 

William  Feather 


He  who  never  made  a  mistake 
never  made  a  discovery. 
Samuel  Smiles 


Beware  of  the  lure 

of  the  swivel  chair!  So  easy 

is  it  to  sink  into  routine  habits. 

One  feels  so  much  more  at  ease 

in  the  accustomed  office  chair  than 

in  hurrying  hither  and  thither, 

striving  to  overcome  barriers. 

Unless  we  are  on  guard, 

we  are  inclined  to  let  others  come, . 

if  they  wish,  to  see  us. 

But  the  way  to  find  business  is, 

of  course,  to  go  out  after  it. 

B.C.  Forres 


In  every  triumph  there's 
a  lot  of  try. 
Frank  TYGER 


Are  you  in  earnest? 

Seize  this  very  minute. 

What  you  can  do,  or  dream  you  can 

do,  begin  it.  Begin  it  and 

the  work  will  be  completed. 

Goethe 


I  know  I'm  not  dead, 
but  am  I  alive? 
Frank  Conroy 


Who  makes  quick  use  of  the  moment 
is  a  genius  of  prudence. 
John  Lavater 


The  body  travels  more  easily 

than   the   mind,    and   until   we   have 

limbered  up  our  imagination 

we  continue  to  think  as  though 

we  had  stayed  home. 

We  have  not   really   budged   a   step 

until  we  take  up  residence 

in  someone  else's  point  of  view  . 

John  Erskine 


He    who    hath    not    a    dram    of    folly 
in  his  mixture 

hath   pounds   of   much    worse    matter. 
Caleb  C.  Colton 


When  a  man  tells 
through  hard  work. 
ask  him:  "Whose  J 

1)<>\    \1  VRQUIS 


you    he   got    rich 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text . . . 


Sent  in  by  L.W.  Olson,  Spicer,  Minn. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used . 


Be  not  deceived;  evil  communications 
corrupt  good  manru  n 
I  Cori\  nil  ws  15:33 
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HOW  CECO  RANKS 

Fortune  Magazine's  rankings  of  the  500  largest 
publicly-held  industrial  corporations  in  the 
United  States  as  disclosed  in  May.  1 973, 
shows  Ceco  in  the  following  positions: 

482nd  in  net  sales 

393rd  in  net  income 

473rd  ir.  assets 

448th  in  stockholders'  investment 

265th  in  net  income  as  per  cent  of  sales 

1 96th  in  net  income  as  per  cent  of 

stockholders'  investment 
1 23rd  in  ten-year  growth  rate  in  earnings 

per  share 


The  Coco  Corporation  and  Subaidlarlaa 

CONSOLIDATED  SUMMARY  OF  OP€HATIONS 

lOOOomltud)  Net  Sales 

Net  Income  Before  Income  Taxes 

Provision  for  Income  Taxes 

Net  Income  for  the  Year 

Net  Income  per  Share 


Cash  Dividends  Declared  per  Common  Share 
Average  Common  Shares  Outstanding  for  the  Year 

Depreciation  Charged  to  Operation). 

Capital  Expenditures 

New  Orders 


Unfilled  Orders  at  Year  I 


CONSOLIDATED  FINANCIAL  POSITION 

Working  Capital 

Current  Ratio 

Property.  Plant  and  Equipment — Net 

Nonconvertiblc  Long-Term  Debt 

Convertible  Subordinated  Debentures 

Stockholders'  Investment 

Return  on  Stockholders'  Investment 


$  24.829 

2.8 
S  26.136 
S  12.800 


2.9 
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S  31.610       S  35,130      S  37.799       S  53.369  J  53.417  S  53.126       S  56.963       S  57,421 
4  1                 3  7  4  1  3.9 
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S  16.757  S  15.407  S   14,050 

S  15,000  S   15.000  %  15.000 

S  58.006  J  61.731  S  65.618 
10.1% 


S  31.932 
S  18.800 


S  57.489 
8.9% 


$  32.337       S  35.968 
J  17.620      S  18.526 


$  57,534       S  57.617 


S  41.131 
S  12.617 


12.1*  12.9*  11.5*  115* 


3.7 

S  43.004 

>  11.181 

S  15.000       S  15.000 

$  69,570      S  73.955 

11.6*  115* 


S  61.262 
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S  44.580 
S  14.631 
S  15.000 
J  79.763 

119* 


N€T  SALES  AND  NEW  ORDERS 


EARNINGS  AND  DIVIDENDS 

Dollars  (par  snart  of  common  stock) 
Otvtdonds 
Earning*  retained   BB 


Rediscover 

a  company  that  has  paid  dividends 


every  year  since  1921 

Send  for  Ceco's  annual  and  interim  reports,  and  iearn  more 
about  this  well-managed  company,  one  of  Fortune's  500.  that 
has  paid  dividends  without  interruption  for  53  years.  Discover 
why  Ceco's  first-haif  1974  earnings  were  up  81  per  cent  on  a 
net-sales  rise  of  24  per  cent,  compared  with  the  same  period 
last  year. 

Ceco  serves  the  construction  industry  with  a  diverse  line  of 
products  and  services  for  industrial  plants,  office  buildings, 
shopping  centers,  parking  structures,  hospitals,  schools, 
colleges  and  multi-story  residential  buildings.  Also,  airports, 
stadiums,  highway  bridges,  energy  producing  facilities,  and 
water  and  sewer  projects.  This  broad  base  spreads  Ceco's 
opportunities  for  growth  in  revenue  and  earnings.  When  some 
types  of  construction  are  in  low  demand,  others  are  usually 
on  the  rise,  which  gives  the  company  a  continuing  vigorous 
market. 

Write  for  the  reports  today. 


The  Ceco  Corporation 

560/  West  26th  Street  •  Chicago.  Ill  60650 


SEP 


How  your  profits  and  ours 
create  jobs 


Look  around  your  factory  or  office;  look  at  your  own  home  .  .  . 
you'll  probably  find  a  third  of  all  the  things  you  see  are  new 
products  developed  in  the  past  20  years  out  of  profits. 

For  example,  a  large  part  of  the  6993  people  who  work  at 
Warner  &  Swasey  are  here  as  a  result  of  our  investment  of 
nearly  $20,000,000  in  research  and  development  over  the  past 
five  years.  Many  of  these  6993  men  and  women  are  working  on 
products  of  ours  which  did  not  exist  at  the  start  of  this  decade. 

Almost  all  of  that  $20,000,000  was  saved  out  of  the  profits  of 
past  years.  Its  investment  has  made  possible  many  of  the  new 
jobs  here. 

In  1973  our  profits  were  almost  the  highest  in  our  entire 
history  and  our  employment  also  approached  a  new  high.  The 
same  is  true  of  most  of  our  customers.  They,  too,  are  investing 
for  the  future.  That  is  why  we  are  so  optimistic  for  the  years 
ahead  of  this  country  of  ours. 


NOV  6 


Now  in  its  fourteenth  year,  the  Warner  &  Swasey 
Research  Center  in  Solon,  Ohio,  continues  its  pursuit 
and  analysis  of  innovative  ideas.  Here  a  staff  of  86 
constantly  seeks  to  provide  customers  with  new  and 
better  products  and  services. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 


PONYTAILS 


OR? 


We  might  see  something  different. 

When  we  look  at  the  employee-insurance  picture, 

we  see  a  number  of  things.  Workmen's  Compensation. 

Group  and  Business  Life.  Disability  Income.  Pensions. 

When  we  coordinate  them,  hone  them,  turn  them  to  an  employer's 

unique  needs  —  that  makes  the  difference.  And  we  can  do  it  for  you. 

Let  us  show  you  how. 

/\merican 
Mutual 

INSURANCE  COMPANIES.  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 
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IF  YOUR  COMPANY  IS  GROWING, 

MAYBE  THE  BEST  INSURANCE  PLAN  IS 

TO  HAVE  LESS  INSURANCE. 
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The  subject  is  self-insurance.  A  risk  management 
technique  that  many  growing  companies  often  overlook 
or  misunderstand. 

Especially  those  that  have  outgrown  their  insurance 
service. 

At  Alexander  &  Alexander,  we'll  show  you  how  self- 
insurance  can  play  a  more  meaningful  role  in  your  total 
risk  management  program. 

We'll  advise  you  on  certain  risks  your  company  might 
well  assume.  Help  you  budget  for  predictable  business 
losses  that  could  cost  your  company  a  lot  less  than  the 


insurance  premiums  you'd  otherwise  have  to  pay.  At  the 
same  time,  we'll  advise  you  on  catastrophe  coverage  for 
losses  you  can't  predict. 

It's  all  part  and  parcel  of  Alexander  &  Alexander's 
thorough  review  and  study  of  your  company's  overall 
insurance  program. 

If  you'd  like  more  informat.on,  send  for  our  free 
booklet.  It's  called  "How  To  Tell  When  Your  Company  Has 
Outgrown  Its  Insurance  Service!' 

Alexander  &  Alexander  Inc.,  Information  Services, 
Dept.B,  1185  Avenue  of  the  Americas,  New  York,  N.  Y  10036. 
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Mennonite  immigrants  arriving  at  Peabody.  Kansas  in  the  Fall  of 
1874  on  a  special  Santa  Fe  train.  (Illustration  courtesy  of  the 
Mennonite  Weekly  Review  newspaper.) 


Car  with  record-breaking 

BILLIONTH  BUSHEL  breaking 

banner  as  it  moves  from  a 

Kansas  wheat  elevator  on 

March  20,  1974. 


The  modern  100-ton  jumbo 
covered  hopper  can  be  loaded 
with  wheat  in  about  twelve 
minutes  and  unloaded  in  less 
than  three. 


KX)  years  of  wheat 

Santa  Fe  all  the  way 


Back  in  the  1870's  when  the  Mennonites  began  their  mi- 
gration from  Europe  to  America — Santa  Fe  was  there! 

A  representative  of  the  railroad  traveled  abroad  in 
those  early  days  to  influence  homeseekers  to  settle  along 
the  pioneer  rail  routes  being  built  westward  across  Kan- 
sas. The  Mennonites  were  seeking  freedoms  of  a  new 
country  and  liked  what  they  learned  about  America. 

Santa  Fe  helped  with  their  transportation,  even  charter- 
ing a  special  ship  for  the  Atlantic  crossing. 

Santa  Fe  built  special  housingfacilities  in  the  settlement 
areas  of  Kansas  and  sold  land,  much  below  actual  values, 
to  the  new  homeseekers. 

Santa  Fe  moved  supplies  for  the  home  builders  at  re- 
duced prices,  sometimes  for  free. 

Developing  this  new  land  back  in  the  1870's  was  not 
without  hardships  for  the  early  Mennonites  or  for  Santa 
Fe's  pioneer  rail  builders.  At  that  time,  hardly  anyone  real- 
ized that  their  efforts  would  be  rewarded  through  a  few 
sacks  of  wheat  seed  which  thrived  in  Kansas  and  spread 
to  help  make  mid-America  the  breadbasket  of  the  World. 
100  years  of  moving  wheat 

Wheat  is  usually  moved  in  a  short  period  of  time  to  meet 
harvest  deadlines,  export  schedules  and  marketing  re- 
quirements. These  conditions  make  great  demands  on  the 
railroads  and  it  takes  Santa  Fe's  modern  facilities,  an  up- 
to-date  car  fleet  and  skillful  employees  to  get  the  wheat 
job  done  year  after  year. 

During  the  past  century  many  things  have  been  done  to 
move  wheat  efficiently.  Two  examples  stand  out  in  Santa 
Fe's  history: 

(1)  The  giant  100-ton  covered  hopper  car  first 
introduced  for  moving  wheat  in  1963.  Today, 
Santa  Fe  has  12,000  of  these  cars  in  service, 
the  largest  fleet  in  the  rail  industry,  and  1,000 
additional  are  now  on  order.  Altogether  these 
13,000  hoppers  have  a  capacity  equivalent  to 
approximately  21,000  conventional  box  cars. 

(2)  One  of  Santa  Fe's  greatest  achievements  in 
handling  grain  was  completed  earlier  this  year 
when  we  moved  a  record-breaking  billion 
bushels,  a  total  of  350,000  carloads,  in  just 
twenty  months. 

Those  few  sacks  of  seed  of  Turkey  Red  hard  winter 
wheat  carried  to  America  by  early  Mennonite  homeseek- 
ers started  one  of  the  greatest  agricultural  developments 
in  the  nation.  It's  a  history  the  Santa  Fe  has  been  proud  to 
be  a  part  of  the  past  100  years— all  the  way! 


Trainload  of  jumbo  covered  hoppers,  ideal  cars  for  moving 
huge  tonnages  of  grain  and  bulk  fertilizer  used  throughout  the 
wheat  country. 


THE  ATCHISON  JOPEKA  AND 

SANTA  FE  RAILWAY 


A  SANTA  FE  INDUSTRIES  COMPANY 


Santa  Fe 


It's  not  a  moment 

too  soon  for  you  to 

see  how  your  plant 

can  be  destroyed 

by  a  time  bomb. 


The  time  bomb 
we're  talking  about  is  a 
closed  sprinkler  control  valve. 

Its  potential  for 
destruction  is  as  great  as  any 
clockwork  blockbuster. 

Last  year,  such  a 
closed  valve  resulted  in  a 
$15,000,000  holocaust  in 
Three  Rivers,  Quebec. 

We  documented  that 
catastrophe.  Filmed  every  last 
agonizing  detail.  Interviewed 
top  executives  so  you  could 
hear  firsthand  how  this  terrible 


loss  affected 
our  policyholder's 
business  all  along  the  line  from 
market  penetration  to 
productivity. 

This  fall,  we'll  be  show- 
ing "The  X  Factor"  film  to  our 
policyholders  in  major  cities 
across  the  country.  If  you'd 
like  to  see  it,  plus  be  introduced 
to  a  new  preventive  measure 
that  could  stop  the  tragedy  of 
fire  from  affecting  the  eco- 


nomic future  of  your 
company,  write  Corporate 
Relations  Department, 
Allendale  Mutual  Insurance 
Company,  Allendale  Park, 
Johnston,  Rhode  Island  02919. 
Associates:  New  Providence 
Corporation,  underwriting 
manager  for  Affiliated  FM 
Insurance  Company  and 
Appalachian  Insurance 
Company. 


Allendale  Insurance 


If  our  products  stopped 
sneezes,  sniffles,or 
shivers,  you'd  probably 
know  our  name  better. 

Richmond  Corporation. 


We're  a  holding  company  with  affiliates  in 
insurance,  mutual  funds,  real  estate,  and  allied 
financial  services,  with  consolidated  assets  of 
more  than  $1.2  billion. 


and  cross  marketing.  All  this  is  not  mere 
theory.  During  the  past  four  years,  Richmond 
Corporation's  net  operating  income  per  share 
has  grown  85%,  at  a  compound  annual  growth 
rate  of  17%  since  1969.  And  we  are  now 

operating  throughout 
the  U.S.,  Canada, 
Puerto  Rico,  the 
Bahamas,  Guam, 
and  the  Virgin 
Islands. 

So,  although  we're 
flexible,  you  won't 
find  us  acquiring 
companies  un- 
related to  our  present 
affiliates.  Because  as  much 
as  we'd  like  the  fame  and 
recognition  that  comes  with  having  our 
name  on  products  that  stop  shivers  and  sneezes, 
we'd  rather  stick  with  our  healthy  success. 
Richmond  Corporation.  A  financial 
services  company. 

Net  Operating  Income  Per  Share. 
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And  while  we'd  like  for  you  to  knew  more 
about  us,  we're  not  about  to  change  our  products 
or  our  style  to  get  attention. 

Because  we've  found  that  by  staying  with 
products  and  services  we  know,  and  aiming 
at  markets  we  understand,  we  save  time,  money, 
and  costly  mistakes. 

And,  even  more  importantly,  we  can  actually 
amplify  our  opportunities  for  joint  ventures 


$0.00 


1969      70       71       72       73 

RICHMOND 

CORPORATION 

Look  into  us  for  all  we're  worth. 


Richmond  Corporation  914  Capitol  St.,  Richmond,  Virginia  23219/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance  Corporation/ 
Leatherby  Companies.  Inc/Morton  G  Thalhimer,  Inc./lnsurance  Management  Corporation/First  Virginia  Management  and  Research  Corporation/ 
DANAC  Real  Estate  Investment  Corporation/Systems  Engineering  Corporation/Actuarial  Planning  Inc./Old  Equity  Financial  Corporation 
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EVEN  BEFORE  THAT  YARD  WAS  OPEN 
WE  WERE  GETTINC  CALLS 
FROM  THE  YELLOW  PAGES.' 

Dwight  D.  Sutherland,  Partner,  Sutherland  Lumber  Co.,  Kansas  City,  Missouri 


"Our  chain  of  51  building 
materials  supermarkets  has  a  long 
association  with  the  Yellow  Pages" 
recalled  Mr.  Sutherland.  "Today  we 
have  yards  in  22  states,  where 
we  advertise  in  110  directories 
under  14  different  headings.  I  feel 
this  is  how  you  can  tell  people 
you  have  what  they  want  at  the 
moment  they  want  it.  But  one 

particular  incident  made  a  special  impression. 

A  new  yard  was  scheduled  to  open  some  time  after  the 

Yellow  Pages  would  come  out.  We  decided  to  advertise  in  the 

new  issue  even  though  we  couldn't  serve  people  for  a  while.  Well, 

right  away  the  phone  started  ringing.  No  other  advertising  had 

been  done,  so  we  had  real  proof  of  the  power  of  the  Yellow  Pages. 

Now  we  try  to  coordinate  yard  openings  as  closely  as  possible 

with  Yellow  Pages  issue  dates. 

I've  seen  many  changes  since  1946,  when  there  were  4 

yards  and  the  Sutherland  brothers  took  over  operation  of  the  firm. 

But  one  thing  hasn't  changed:  our 

very  high  opinion  of  the  Yellow  Pages'.' 
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Grandfathers  Vs.  Silver  Slickers 

"You  are  old,  Father  William,"  the  young  man  said,  and  Forbes  found 
out  that  age  is  not  a  bad  thing  to  have  when  it  comes  to  weighing  to- 
day's uncertain  investment  climate.  "The  Grandfathers"  tell  that  story  in 
their  own  way  (p.  28). 

In  researching  "The  Grandfathers,"  Arthur  Jones  came  across  an  anecdote 
about  the  financial  collapse  of  1920.  It  seemed  that  John  Wanamaker's, 
then  New  York's  quality  department  store,  had  suddenly  run  advertise- 
ments offering  the  store's  entire  stock  at  20%  off.  This  was  unheard  of  in 
those  days;  carriage-trade  stores  never  did  such  things. 

Joseph  Nye,  one  of  our  grandfathers,  then  starting  his  Wall  Street  ca- 
reer, was  impressed  by  money  managers  he  met  who  interpreted  what 
those  advertisements  were  really  saying:  "If  Wanamaker's  is  that  strapped 
for  cash,  then  everyone  else  must  be  too."  The  post- World  War  I  com- 
modity boom  collapsed 
later  in  the  year.  "But  a 
lot  of  smart  money  got 
out  of  commodities  in 
time— because  of  those 
ads,"  Nye  recalls. 

We  had  trouble 
checking  the  story  be- 
cause nobody  was  left 
at  Wanamaker's  who 
could  remember  the  pe- 
riod—and the  records 
were  scanty.  Joe  Nye 
called  another  old  col- 
league, Anthony  Gau- 
bis,  72,  who  said:  "Yes, 
I  remember  the  ads. 
They  probably  would 
have  appeared  in  the 
second  quarter  of  1920." 

It  was  the  youngest  member  of  the  Forbes  editorial  staff,  summer  in- 
tern Stephen  Thompson,  who  finally  traced  the  ads.  Sure  enough,  Gaubis 
was  on  target. 

Which  brings  us  to  the  point  of  "The  Grandfathers":  A  sense  of  history 
may  be  more  useful  than  computers  or  leading  indicators  in  evaluating 
economic  probabilities. 

We  don't  know  whether  reading  the  article  will  leave  you  feeling  better 
or  feeling  worse.  We  do  suspect  it  will  leave  you  feeling  better  informed. 

We  can't  help  commenting  on  the  difference  between  the  grandfathers 
and  the  silver  slickers,  whose  dealings  we  chronicle  on  page  32  ("Who's 
Holding  The  Bag?").  The  silver  slickers  are,  we  suspect,  catering  to  the 
same  people  who  grabbed  greedily  for  new  issues  and  tax  shelters  in  the 
late  Sixties.  In  the  end,  bags  of  silver  coins  will  no  more  prove  a  talisman 
against  inflation  than  hot  stocks  were  a  formula  for  wealth. 

For  the  truth  is  that  the  grandfathers  know  something  the  silver  slick- 
ers either  don't  know  or  won't  know:  Holding  on  to  money  is  even  harder 
than  making  it.  So  our  advice  is:  Next  time  a  man  tells  you  he  has  a 
surefire  thing— whether  it  is  a  stock,  a  tax  shelter,  a  bar  of  gold  or  a  bag 
of  silver  coins— just  thank  him,  and  keep  your  hands  in  your  pockets. 

In  this  issue  our  first  annual  report  on  the  insurance  industry  appears, 
latest  addition  to  the  family  of  Forbes  statistical  analyses.  Senior  Editor 
Stephen  Quickel  directed  the  project,  ably  assisted  by  Paul  Sturm  and  Lau- 
rence Minard.   ■ 


Ah,  the  arrogance  of  youth  . . . 
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A 

Commitment 

to  Success: 


And  NN's  success  comes  from 
a  carefully  planned  commitment  to  diversity 
in  the  insurance,  financial  and  service  fields. 
NN  Corporation  is  in  automobile,  property 
and  liability  insurance.  Reinsurance.  Work- 
men's Compensation.  And  marine,  fidelity, 
surety,  and  accident  and  health  insurance. 
NN  Corporation  is  also  in  life  insurance. 

But  NN  Corporation  is  also  in 
institutional  money  management.  And  finan- 
cial publishing,  training  and  consulting. 
NN  Corporation  is  in  computer  leasing.  And 
in  the  design  and  manufacture  of  busi- 
ness forms. 

NN  Corporation  was  formed  in 
1 968.  Every  year  since  then  its  total  revenues, 


INSURANCE  •  Northwestern  National  Insurance 

Company  •  NN  Investors  Life  Insurance  Company,  Inc. 

•  Pacific  Automobile  Insurance  Company  •  Oregon 

Automobile  Insurance  Company  •  Talbot,  Bird  &  Co., 

Inc.  •  Universal  Reinsurance  Corporation  •  Lawyers 

Surety  Corporation. 


earnings  per  share  and  dividends  to  stock- 
holders have  increased  steadily.  For  the  past 
five  years,  NN  Corporation's  compound 
growth  rates  were:  total  revenues  13  percent, 
earnings  per  share  18  percent,  and  dividends 
to  stockholders  12  percent. 

And  NN  Corporation  has  a  record 
of  more  than  100  years  of  consecutive 
dividend  payments  by  the  corporation  and  its 
predecessor  company. 

You  should  get  to  know  us  better. 
For  the  complete  NN  story,  write:  Director, 
Corporate  Communications,  Department  F 
NN  Corporation,  731  North  Jackson  Street, 
Milwaukee,  Wisconsin  53202.  Or  phone 
(414)765-8612. 


FINANCIAL  &  SERVICE  •  NN  Investment  Services,  Inc. 

•  Wiesenberger  Services,  Inc.  •  Arthur  Wiesenberger  & 
Company,  Inc.  •  Executive  Computer  Systems,  Inc. 

•  NN  Dataforms  Incorporated:  NN  Dataforms  of  California 
Inc.,  and  NN  Dataforms  of  Wisconsin,  Inc. 

OTC/NASDAQ  Trading  Symbol:  "NNCR" 


ME  REASM  WOE  SITTING  PREITY. 


the  family  lines  system  is  a  16,600  mile  rail 
network  covering  the  booming  South  and  Midwest. 
It's  part  of  Seaboard  Coast  Line  Industries,  a  $2 
billion  corporation. 

Our  railroads  serve  13  of  the  country's  fastest 
growing  states  with  a  population  of  more  than  65 
million  Americans,  nearly  a  third  of  the  nation's  total. 

And  in  this  area,  we  own  more  than  20,000  acres 
of  properties  made  to  order  for  industrial  development. 

We're  in  the  right  place  at  the  right  time. 


Seaboard  Coast  Line  Industries,  Inc.,  is  made  up 
of  the  family  lines  system  of  railroad  companies, 
including  the  Seaboard  Coast  Line,  Louisville  and 
Nashville,  Clinchfield,  Georgia  and  West  Point  Route 
railroads,  a  land  holding  company,  a  data  processing 
company,  a  newspaper  publishing  company,  and  two 
real  estate  companies. 

For  more  information,  write:  Donald  T.  Martin, 
Vice  President,  Seaboard  Coast  Line  Industries,  Inc., 
500  Water  Street,  Jacksonville,  Florida  32202. 


SEAIIMI  COAST  LINE  INDUSTRIES  M 


we've  got 

the  book  on 
Midwest 
transpor- 
tation. 
It's  yours, 
free. 


Get  the  facts  on  shipping  to 

and  from  major  industrial 

centers  by  rail,  truck,  air,  water, 

and  parcel  services. 

Maybe  you've  heard  about  the 
economic  opportunities  waiting  in 
the  Northern  Plains.  As  an  indus- 
trialist, you're  interested. 

Now  the  question  is,  what  about 
the  speed  and  economy  of  receiv- 
ing supplies  and  shipping  goods? 

We've  got  the  answers  in  our  book, 
TRANSPORTATION  DATA  GUIDE. 
It's  a  breakdown  of  all  forms  of 
transportation  available  in  the 
Northern  Plains. 

It  includes  valuable  information 
such  as  passenger  services,  ship- 
ping times,  fuel  economies,  avail- 
able facilities,  and  many  other  facts 
pertinent  to  moving  freight  from 
the  midwest  to  all  parts  of  the  nation. 

And  it's  free.  Just  mail  the  coupon. 
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We  want  to  see  the 
Northern  Plains 
prosper  and  grow 
Spreading  the 
word  about  the 
opportunities  here 
is  one  of  the 
ways  we  can  help 
make  it  happen. 
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MAIL  TO:  Economic 
Development  Dept 
Northern  Natural 
Gas  Company 
2223  Dodge  Street 
Omaha.  NE  68102 
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Natural  Gas 
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Trends  &Tahgents 


Washington 


Uncle  Sam's  5,300  Varieties 

The  average  small  businessman 
spends  about  two  weeks  out  of  each 
year  in  nonproductive  effort  filling 
out  government  reports.  Large  cor- 
porations have  entire  departments 
that  do  nothing  except  keep  papers' 
shuffling  to  and  from  Washington.  A 
recent  Senate  study  indicates  that 
there  are  over  5,300  different  kinds 
of  federal  forms  and  questionaires 
that  cost  business  and  the  public 
about  $36  billion  annually  to  fill  in 
the  blanks.  In  response,  Congress  is 
being  asked  to  create  another  agency. 
Representative  Frank  Horton  (Rep., 
N.Y. ),  former  president  of  baseball's 
Rochester  Redwings,  is  backing  a  bill 
to  create  a  short-term  Commission  on 
Federal  Paperwork  to  simplify  forms 
and  eliminate  duplication. 


Business 


Smooth  Sailing? 

Depressed  tanker  rates  and  double- 
digit  cost  inflation  are  forcing  many 
a  tanker  owner  onto  the  beach,  but 
Morton  Hyman  sees  smooth  sailing 
ahead  in  the  near  future  for  his  Over- 
seas Shipholding  Group.  Despite  the 
tanker  surplus,  he  expects  delivery 
of  eight  ships  next  year  and  13  more 
in  1978;  but  all  were  contracted  for 
at  costs  fixed  six  months  or  more  ago. 
Five  of  Hyman's  largest  tankers  (each 
over  200,000  tons  capacity)  now 
abuilding  are  chartered  through  1984. 
For  the  long  pull,  Hyman  counts  on 
the  fact  that  sources  of  supply  for 
energy  and  raw  materials  seem  to  be 
ever  further  away  from  consumers. 

Not  How  Long  But  How  Much 

A  better  warranty  system  for  elec- 
trical home  appliances  is  the  object 
of  a  new  device  introduced  by  North 
American  Philips  Corp.,  the  U.S.- 
based  offspring  of  Holland's  giant 
Philips  Gloeilampenfabrieken.  This 
elapsed-time  indicator,  about  as  long 
as  a  match  and  no  thicker  than  a 
pencil,  would  enable  manufacturers  to 
base  their  warranties  on  actual  ap- 
pliance operating  time  rather  than 
on  length  of  ownership.  In  operation, 
the  flow  of  electricity  results  in  a  tiny 
electrolytic  buildup  of  copper  in  a 
glass  vial  that  can  be  read  against  a 
time  scale  on  the  side  of  the  vial,  thus 
measuring  how  long  the  appliance 
was  actually  run.  The  appliance  mak- 
ers now  considering  the  device  in- 
clude General  Electric,  Magnavox  and 


Tappan.  Though  granting  the  idea  is 
not  new.  North  American  Philips 
claims  its  product  is  the  first  one  eco- 
nomical enough  for  widespread  use. 

Legal  Largesse 

Under  a  newly  announced  pro- 
gram, the  American  Chemical  Society 
is  offering  to  aid  its  members  in  the 
courtroom  by  providing  financial  help 
for  chemists  caught  in  legal  tangles 
related  to  their  professional  position. 
For  legal  expenses  in  suits  over  pen- 
sion rights,  unfair  job  termination  or 
other  job-related  matters,  the  ACS 
will  generally  lend  up  to  $2,000— and 
possibly  as  much  as  $10,000— at  an  in- 
terest rate  now  set  at  6%.  While  it  is 
still  early  to  judge  the  response  to  the 
program,  it  could  break  interesting 
new  ground  in  membership  service  by 
professional  organizations. 


Foreign 


Oxford-On-The-Cheap? 

In  an  effort  to  offset  the  tourist 
slump  (sec  p.  44)  by  appealing  to 
budget-minded  travelers,  21  Rritish 
universities  plan  to  open  their  aged 
oaken  dormitory  doors  to  tourists  dur- 
ing vacation  periods.  Bed-and-break- 
fast  prices  range  from  $6.25  to  $8  for 
apartments  and  single  rooms.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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western 


«  Mailgram  it 


MGMKCKA  KSCK 
2-090013U207005  07/26  74 
ICS  MGMNCSA  MTXA 

00605  MLTN  VA 
ZIP  64108 

GOURMAND  GROCERIES 

TWIN  HILLS  PLAZA 

KANSAS  CITY.  MISSOURI  641  OS 


TO  ALL  OUR  PATIENT  CUSTOMERS: 

GOOD  NEWS  ON  THE  SOUP  FRONT 

CRUCIAL  INGREDIENTS  ARE  FINALLY  AVAILABLE  LEEK  AND  RUTABAGA 
CROPS  HAVE  BEEN  HARVESTED. 

AND  THE  PROLONGED  STRIKE  OF  THE  INTERNATIONAL  BROTHERHOOD  OF 
CARROT.  CELERY  AND  POTATO  CUTTERS  IS  FINALLY  OVER 

OUR  WAREHOUSES  ARE  BULGING  AT  THE  SEAMS.  WE  CAN  SHIP  YOUR 
ORDER  WITHIN  HOURS. 

MEDITERRANEAN  SOUP  COMPANY 

821  WABASH  AVENUE 

TERRE  HAUTE.  INDIANA  47808 


^TtS  POST* 


When  a  shortage  ends,  you  want  to  move 
fast  to  recapture  your  market. 

So  it  makes  sense  to  let  your  customers 
know  you  can  meet  their  needs  immediately. 
But  do  it  in  a  way  that  really  tells  them  you're 
bacK-in  business. 

Send  Western  Union  Mailgram  messages. 

Mailgram  messages  can  get  your  offer  in 
the  hands  of  your  prospects  with  speed  and 
authority.  They  have  the  impact  of  a  Telegram 
at  a  small  fraction  of  the  cost. 

To  send  them,  just  call  Western  Union 
toll-free  and  give  the  operator  your  message. 
In  seconds,  Mailgram  messages  are  flashed 
electronically  to  U.S.  Post  Offices  near  your 
addressees  for  delivery  with  the  next  business 


day's  mail.  And  they  arrive  in  distinctive  blue 
and  white  envelopes  that  demand  attention. 

Mailgram  messages  can  end  a  shortage  for 
50,  or  500  or  50,000  customers  quickly  and 
simultaneously.  Just  give  us  your  message 
and  the  list  you  want  to  reach. 

To  learn  more  about  Mailgram  service,  call 
Operator  25  toll-free  at  800-325-6400  (in 
Missouri,  800-342-6600)  and  ask  for 
Jack  Cochran.  Or  write  to  him  at  One  Lake 
Street,  Upper  Saddle  River,  N.J.  07458. 

Anyone  can  send  a  Mailgram  message 
right  now.  Just  call  your  operator  and  ask  for 
the  Western  Union  toll-free  number  for  your 
area.  (Telex  and  TWX  subscribers  can  send 
Mailgram  messages  from  their  terminals.) 


They  won't  ignore  a  Mailgram: 
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1  "Me  too.  But  Yd  like  to 
\   know  what  big  business 

is  doing  about 

conservation.' 


HOW  MUCH  ENERGY  CAN 

BUSINESS  REALLY  SAVE?      Business  and  industry  account  for  nearly  70  percent  of  all  the  energ 
used  in  our  country. 

With  over  12  million  businesses  operating  today,  it's  no  wonder  they  use  all  that  fuel.  If  they  can  fc 
more  efficient  in  their  use  of  energy  for  commercial,  industrial  and  transportation  activities,  we  could  save 
huge  amount  of  oil. 
For  example: 

A  15  percent  efficiency  increase  would  save  the  equivalent  of  about  four  million  barrels  of  oil  a  da 
That's  more  oil  than  we  are  importing  from  the  Middle  East  right  now -even  with  the  embargo  lifted! 

Conoco  believes  that  business  and  industry  should  shoot  for  efficiency  savings  of  at  least  15  percent  i 
their  use  of  energy.  Along  with  continued  conservation  of  energy  by  the  public,  this  is  the  best  way  we  know  t 
help  avoid  another  energy  crunch  in  the  next  couple  of  years.  And,  by  holding  down  energy  costs  business  wi 
be  taking  an  important  step  in  the  fight  against  inflation. 


"They're  the  big  users, 
they  should  be  the  big 


"All  they  know  how  to 
do  is  tell  us  what  to  do" 


But  would  conservation  also  mean  a  cut  in  production  which  might  lead  to  further  unemployment? 

Conoco  thinks  not.  We  know  of  several  large  companies  that  have  managed  energy  savings  of  over  15 
percent  per  unit  of  production  while  they  have  increased  both  output  and  employment.  And  at  Conoco  our 
goal  is  to  improve  energy  efficiency  by  at  least  15  percent,  even  as  our  business  and  payroll  are  growing. 
Can  any  business  do  it? 

Yes.  Large  and  small.  It's  not  always  easy,  but  there  are  no  deep  secrets  to  it.  Conservation  can  be  as 
simple  as  turning  out  lights  or  as  complicated  as  developing  totally  new  manufacturing  processes.  But  it  can  be 
done. 

If  you're  a  businessman  who  wants  to  know  how  to  start  a  conservation  program,  write  us  and  we'll 
send  you  three  government  booklets  on  energy  management:  the  "Energy  Conservation  Handbook";  "How  to 
Start  an  Energy  Management  Program";  "Economic  Sense  for  Retailers". 

Write  Conoco,  Dept.  A65,  GPO  Box  29,  New  York,  New  York  10001. 


Continental  Oil  Company  (COOOCOJ 


Communications 

Updates 

jbr  Managers* 


Because  the  Bell  System 
wants  to  provide  the  best  pos- 
sible communications  service 
for  American  business,  we 
have  a  standing  invitation  to 
executives  and  managers. 
Come  to  a  Bell  seminar  and 
learn  of  the  latest  communica- 
tions services  and  concepts. 
See  how  other  businesses  are 


solving  their  communications 
problems.  And  exchange  ideas 
with  other  managers  both  in 
discussion  sessions  and  in- 
formally over  lunch. 

The  seminars  are  offered 
in  seven  cities,  at  no  charge. 
Call  your  Bell  System  Com- 
munications Consultant.  Or 
mail  the  coupon. 


Bell  System  Seminar,  Dept.  C3,  866  Third  Avenue,  New  York.  N.Y.  10022 

I  am  interested  in  your  Communications  Seminar. 

D  Please  have  a  representative  The  location  I  would  prefer  is: 

call  me.  □  Atlanta  □  Sacramento 

□  Please  send  a  brochure  and  D  Chicago         D  San  Francisco 

schedule.  □  Denver  D  Seattle 

□  New  York 


Name 

Company_ 
Street 


.Title. 


_City_ 


.Telephone. 
State. 


.Zip. 


We  hear  you. 


Readers  Say 


Burning  Issue 

Sir:  Your  article  on  forest  prod- 
ucts (July  15)  states,  "Recycling  old 
newspapers  does  not  have  the  promise 
it  might  seem.  They  might  be  better 
used  as  fuel."  This  runs  directly  coun- 
ter to  official  Environmental  Protec- 
tion Agency  findings,  which  advocate 
recycling  of  waste  papers,  especially 
newspapers,  in  preference  to  burning. 
Importation  of  newsprint  from  Can- 
ada alone  will  cost  the  U.S.  about  a 
$1.7-billion  balance-of -payments  def- 
icit in  1974. 

—Richard  B.  Scudder 

Chairman, 

Garden  State  Paper  Co.,  Inc. 

Garfield,  N.J. 

Health  Food  Flap 

Sir:  I  take  issue  with  your  state- 
ment that  "health  food  is  less  healthy 
than  synthetic  food"  (Fact  ir  Com- 
ment, Aug.  1 ) .  One  would  expect  Dr. 
Simpey  Kuramoto,  microbiologist  em- 
ployed by  International  Flavors  and 
Fragrances,  to  extol  the  fake  foods  he 
concocts.  Some  food  additives  used 
widely  in  this  country  have  been 
banned  in  other  countries  as  proven 
hazards  to  health. 

— Winnifred  Haugland 
Landrum,  S.C. 

Sir:  I  have  seldom  seen  such  mis- 
representation. Canada  recently  re- 
fused to  import  any  U.S.  beef  that 
was  fattened  on  a  cancer-causing 
drug.  Americans  live  (or  I  should 
say  die)  on  pretty  white  bread  that  is 
made  of  bleached  flower  that  worms 
won't  even  eat. 

—Harry  Denhard 
Greenville,  N.Y. 

Sir:  Maybe  you  and  Dr.  Kuramoto 
should  merge  your  companies  and  be 
known  as  "Forbes  Flavors  and  Fra- 
grances." However,  that  idea  is  surely 
doomed  as  your  magazine's  extraneous 
contaminant  level  is  probably  too  high 
for  microbiologist  Dr.  Kuramoto. 

—Carl  P.  Bellovich 
Petaluma,  Calif. 

Sir:  Your  health  foods  thinking  is 
fuzzier  than  your  thinking  on  gold. 

— C.R.  Schneideh 
Corte  Madera,  Calif. 


Sir: 
curate 
subscription 


If    I    find    Other   rases    <>l    in.it 
reporting,    I    will    cancel    my 


— Ri  ssi. i.i    Iv  M  \w 
Southold,  N.Y. 
(Continued  on  page  K'l 
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GET  DIRECTORS  &  OFFICERS 
LIABILITY  INSURANCE. 


And  not  just  to  protect  yourself  against  stockholder 
actions,  either. 

Today's  company  officials  are  sitting  ducks  for  all 
kinds  of  litigation  —  from  all  kinds  of  sources. 

Third  party  liability  actions,  for  example,  resulting 
from  mergers-that-went-wrong.  Or  damage  claims  arising 
from  price-fixing  charges.  Or  from  anti-trust  suits. 

Fact  is,  there's  no  end  these  days  to  the  variety  of 
ways  in  which  directors  and  officers  may  be  exposed  to 
charges  of  permitting  corporate  waste.  Committing  alleged 
acts  of  negligence.  Or  of  involvement  in  some  allegedly 
"wrongful"  act  for  which  they  can  be  held  personally  liable. 

That's  one  big  reason  why  so  many  organizations 
are  turning  to  American  Home  and  National  Union 
for  D  &  0. 

There  are  others. 

Our  basic  attitude  toward  underwriting,  for  instance: 

If  your  risk  has  been  previously  declined  —  then, 
frankly,  we  must  examine  it  seriously  and  carefully. 
But  we  will  examine  it.  We  will  apply  all  of  our  long 
professional  experience  and  expertise  to  finding  a  way  to 
accept  your  risk. 

And,  usually,  we  will  find  a  way. 

The  same  experience  and  expertise  assure  you  of 
other  special  advantages:  For  example,  they've  enabled  us 
to  make  our  contract  wording  broader.  Our  deductibles 
lower.  And  minimum  premiums  less. 

We  welcome  inquiries  from  any  licensed  agent  or  broker.  You  don't  have  to  be  a  regular  producer  tr 


All  this  adds  up  to  a  lot  of  good  reasons  why  a  lot  of 
good  organizations  are  turning  to  American  Home  and 
National  Union: 

We  underwrite  more  of  this  insurance  for  our  own 
account  than  any  other  U.S.  company.  We  also  write  it  for 
many  Fortune  500  firms  carrying  this  cover.  Plus  non- 
profit groups,  family-owned  businesses,  and  private 
companies— more  and  more  of  them  each  year. 

This  year,  maybe  you  should  check  us  out.  All  it 
takes  is  sixty  seconds— and  this  coupon. 

AMERICAN  NONE 
ASSURANCE  CONPANY 

NATIONAL  UNION  FIRE  INSURANCE 
COMPANY  OF  PITTSBURGH,  PA. 

Dept.  FB094.  102  Maiden  Lane.  New  York.  N.Y.  10005 

Please  send  me  more  information  about  your  Directors 
and  Officers  Liability  Insurance. 

Name 

Title 


(PLEASE  PRINT 


Company- 
Address- 

City 


.State. 


.Zip. 


4C1> 


Member  Companies  of 
American  International  Group 


place  business  with  an  AIGCompan>. 


The  Imitators: 


The  Differences: 


They  can  get  your  shipment  on  a  flight 
eventually. 

They  can  get  you  an  airplane. 


They  can  land  your  shipment  at  an 
airport. 

They  can  deliver  your  shipment  to 
major  cities. 

They  can  use  multiple  carriers  to 
handle  your  shipment. 


REA  Air  Express  gives  your  shipment 
priority  on  the  first  flight  out. 

REA  Air  Express  gives  you  an  airline 
partnership. 

REA  Air  Express  can  deliver  to  your 
receiving  dock. 

REA  Air  Express  delivers  to  450  airport 
cities  and  22,000  communities. 

REA  Air  Express  delivers  via  one  carrier, 
one  management  all  the  way. 


Get  the  point?  There  are  hundreds  of  air  shipping  services  making  hundreds  of  claims  and 
promises  but  the  simple,  important  fact  for  any  shipper  to  remember  is  that  no  single  company 
can  offer  all  the  services  and  advantages  of  REA  Air  Express.  The  moral:  Don't  be  fooled  by 
imitators.  When  you  have  something  to  ship,  insist  on  the  original  Air  Express— REA  Air  Express. 
For  a  fast  pick  up,  check  the  white  pages  or  for  a  complete  brochure  write  to:  Tom  Kole, 
President,  REA  Air  Express,  Dept.  AE22,  219  East  42nd  Street,  Mew  York,  N.Y.  10017. 


MR  EXPRESS.  The  Difference. 

The  air  shipping  division  of  the  REA  Express  system. 


"128  years  on  Wall  Street  have  taught  us  the  insurance 
needs  of  the  banking  and  financial  community.  They're  complicated. 
They're  growing.  Our  people  help  the  money  people. 
We'll  make  your  insurance  work  for  you,  too." 

HawleyT.  Chester,  Jr.,  V.P.,  New  York  office 

Johnson  &  Higgins 

the  financial  industry's  insurance  broker 


Anytime  you  wonder 
tins  country  is  coming 
apart  at  the  seams, 
count  the  number  of 

Jim  Pediers  in  it. 


Jim  Pedler  doesn't  wring  his  hands  if  there's 
a  little  bad  news  in  the  morning  paper.  He's 
too  busy  seeing  that  a  lot  of  gasoline, 
chemicals,  and  other  vital  products  his  four 
trucking  companies  carry  get  where  they're 
supposed  to  be.  We  got  to  know  Jim  because 
he  uses  some  of  our  White  trucks  on  his  runs 
We  got  to  like  him  when  we  listened  to  him 
talk:  "When  I  was  a  lawyer  I  wanted  to  be  a 
Supreme  Court  Justice.  Now  that  I'm  a 
businessman  I  think  I  should  still  try  to  act 
like  one  —  try  to  move  ahead  day  by  day, 
dependably,  fairly,  and  hopefully,  with 
some  wisdom!' 

Being  in  the  country's  critical  fields 
like  transportation,  agriculture,  and  energy 
as  we  are  at  White,  you  feel  the  pressure  on 
you  not  to  fail.  But  you  also  see  and  sense 
some  very  good  things:  one,  that  you're 
doing  something  important;  and  two,  that 
the  real  strength  of  this  country  is  safely 
spread  out  among  thousands  of  good  people 
like  Jim  Pedler  who  get  up  every  morning 
and  make  it  go. 

Being  in  the  businesses  we  are  means 
we  can  work  with  our  heads  up  instead  of 
down.  That  has  to  be  important  to  anyone  a 
who  works  for  a  living  today.  And  to  the 
products  he  makes. 


••• 


At  White  we  know, 
when  you  betieve  in 
what  you're  doing, 
you  do  it  better. 
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WHITE  MOTOR 
CORPORATION 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


STEADY  AS   SHE   SLOWS 


The  euphoria  resulting  from  Gerald  Ford's  replace- 
ment of  Richard  Nixon  can  dissipate  nearly  as  rapidly 
as  it  arose  if  the  whole  economy  really  hits  the  skids. 

Still  unslowed  inflation  remains  the  biggest  menace  on 
both  the  national  and  international  scenes,  and  coping  with 
it  is  President  Ford's  No.  One  priority.  Budget  reductions 
and  tight  money  will  be  continued  as  Administration  poli- 
cies .  .  .  unless  and  until  economic  catastrophe  engulfs  'em. 

I  don't  know  if  this  medicine  will  cure  or  kill.  Under 
any  circumstances,  it  will  do  neither  dramatically,  and 
we'll  probably  draw  back  before  either  the  illness  or  the 
remedies  prove  terminal. 


As  the  list  of  doomsayers  grows  longer,  I  grow  less 
convinced  that  the  outlook's  all  black. 

Think  of  it— the  automotive  industry,  Wall  Street,  hous- 
ing, the  stock  market,  construction,  savings  banks  and 
savings  &  loan  associations,  airlines,  the  travel  industry, 
and  utilities  are  all  on  their  arses.  Yet  for  most  of  the  rest, 
business  still  flourishes. 

If  inflation  is  to  be  slowed,  contraction  of  credit  and 
spending  has  to  continue. 

You  don't  fight  a  fever  with  adrenalin. 

So  President  Ford's  course  of  more  of  the  same  is  prob- 
ably the  best  therapy  for  a  while  yet. 


ROCKY'S   THE  RIGHT  PICK 


I  was  surprised  and  impressed  by  President  Ford's  se- 
lection of  Nelson  Rockefeller  as  Vice  President.  I  thought 
the  talk  of  it  was  just  tactical. 

Aside  from  displaying  a  warmly  welcome  breadth  of 
Presidential  judgment,  Gerald  Ford  at  "one  stroke  brings 
into  his  Administration  the  vast  pool  of  brain  power  that 
Governor  Rockefeller  over  the  years  has  discovered,  de- 


veloped, tapped— many  of  the  best  brains  in  multiple 
problem  areas.  By  his  Vice  Presidential  selection,  the  Presi- 
dent avails  himself  of  the  services  of  a  singular  man  and 
great  additional  sources  of  expertise. 

With  serious  economic  problems  facing  the  nation,  all 
the  expertise  possible  is  needed— and  might  even  prove 
helpful. 


IF  STOCKS   ARE  NOT  AT  THEIR    BOTTOM,   TAKE  HEART 

They  can't  be  more'n  700-odd  points  away  from  it. 

RICHARD  MELLON  MUST  FEEL  LIKE   A  WHIRLING  DERVISH 


by  now.     . 

v 

Throughout  his  long  and  useful  life  all  the  great  Mel- 
lon-directed Pittsburgh  companies  grew  immensely  in  size 
and  profits  and  stature.  The  long-run  interests  of  com- 
munity, country  and  world  were  never  ignored,  sacrificed 
or  trampled  on  for  short-term  Mellon  corporate  gains. 

Gad,  in  his  grave  how  he  must  wince  and  whirl  and 
have  no  peace  when  he  sees  how  his  giant  corporate  leg- 


acies are  so  often  run  with  scant  regard  for  the  country's 
weal— like  Gulf  Oil's  deal  to  up  the  already  incredible 
price  of  oil  from  Kuwait.  That  deal  was  made  despite  the 
U.S.  Government's  critically  important  efforts  to  reduce 
those  prices,  which  threaten  the  developed  and  unde- 
veloped nations  with  bankruptcy. 

Dick  Mellon  is  even  more  missed  today  than  the  day 
he  died. 


IF  GM  REALLY  DOES  DELIVER 


on  CEO  Gerstenberg's   promise  of   12%-20%  better   gaso- 
line mileage  for  its  new  models,  it'll  restore  more   than 


car  sales— it'll  begin  to  restore  an   image  that  in  recent 
years  has  been  badly,  sadly  tarnished. 
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IF  IT  CAN  BE   DONE 

Textron's  energetically  imaginative  Bill  Miller  will  do  it-  man  Miller  this  year  regretted:   "Our  misfortune  in  not 

that  is,  sell  45  more  Lockheed  TriStars  to  make  Textron's  being  able  to  be  with  you  is  because  the  Air  Show  at 

Lockheed  takeover  operational.  Farnborough  beckons   us.    We   need   to   sell   TriStars   for 

Often  our  guest  at  an  annual  social  occasion,   Chair-  the  Lockheed  project!" 

A  GOOD  KILLING-NOW,   A   RESURRECTION 


For  almost  as  long  as  we've  been  a  country,  those  who 
must  weigh  and  measure  things  have  urged  that  we  join 
the  rest  of  the  world  in  using  the  metric  system.  This  year 
it  looked  like  an  idea  whose  time  had  come— until  some  in 
the  House  tried  to  make  a  pork  barrel  out  of  the  Senate- 
passed  measure  by  providing  that  the  Government  would 
pay  all  sorts  of  conversion  costs.  It  could  have  been  such 


a  grab  bag  that  probably  you  and  I  could  have  billed 
Uncle   Sam  for  replacing  our  rulers  and  tape  measures. 

Rightly,  a  majority  rejected  that  approach. 

Let  us  hope  a  Senate  version  will  be  revived  and  get 
through  both  Houses.  Fortunately,  even  without  the  law, 
the  metric  system  is  coming  more  and  more  into  use  as  our 
trade  with  the  rest  of  the  world  expands. 


GIVING  THAT  HURTS 


There  are  probably  more  fakers  in  the  Charity  Game 
than  in  the  art  world,  more  arresting  but  unarrestable  rack- 
eteers in  Worthy  Causes  than  in  jails.  With  individual 
Americans  giving  almost  $22  billion  a  year  to  outfits 
actually  and  ostensibly  dedicated  to  doing  good  against 
disease,  for  children,  for  animals,  forwarding  world  bet- 
terment, promulgating  and  proliferating  religions  and 
the  like,  it  shouldn't  be  a  surprise.  Between  many  a 
Cause's  overhead  and  its  Headmen's  salaries  and  expenses, 
and  the  cost  of  getting  greenies,  there's  little  left  for 
the  ostensible  Purpose. 

The  Mondale  Senate  hearings  turned  up  some  jolters— 
like  the  Epilepsy  Foundation  spending  half  of  its  $4  mil- 
lion raised  running  the  outfit  and  raising  the  $4  million, 
with  about  3  cents  of  each  dollar  given  going  to  re- 
search on  the  subject. 

Minnesota's  Mondale  observed,  "When  you're  running 
up  very  high  costs,  there's  a  good  argument  you're  not  a 
charity  but  a  public  nuisance." 

Amen. 


There's  one  sure  way  to  determine  if  you're  going  to 
get  any  worthwhile  bang  for  your  charitable  buck:  Be- 
fore contributing,  ask  for  a  copy  of  their  certified  an- 
nual financial  statement  and  see  how  much— or  how  lit- 
tle—gets to  where  you  think  it's  supposed  to  go. 

Remember  the  March  of  Dimes?  When  polio  was  licked, 
it  went  marching  on,  but  when  I  tried  to  find  out  some 
while  back  where  to  and  what  for,  no  specific  answer  was 
forthcoming.  Then  they  switched  to  birth-defects  research. 

If  Congress  requires  uniform  accounting  practices  and 
breakdowns  of  how  the  contributed  dollars  in  a  previous 
year  have  been  spent,  then  you'll  know  what  good  they 
and  you  are  really  doing.  Buying  one  or  a  tableful  of  $100 
tickets  to  advance  the  social  prestige  of  a  socially  ambi- 
tious committee  lady  may  not  turn  out  to  be  your  con- 
ception of  a  charitable  contribution. 

There's  much  good  to  be  done,  many  good  charities 
to  be  encouraged.  Giving  to  one  where  the  collectors 
are  the  prime  beneficiaries  hurts  the  worthwhile  ones. 
By  giving  carefully,  your  contribution  has  double  value. 


A  BLOODY   GOOD   IDEA 


If  you  care  enough  and  can,  instead  of  sending  flowers 
to  sick  friends  or  dead,  donate  your  blood. 

What  a  welcome  you  will  get  before  visiting  the  ill 
if  you  arrange  on  the  way  up  to  hand  over  a  pint.  And 


what  good  it  will  do  for  someone  specifically  and  every- 
one generally. 

Instead  of  grieving  for  the  dead,  bleed  a  bit  for  the  li\  ing. 
The  supply's  more  short  than  ever. 


GLAD   TO   BE 


This  month  my  wife  will  be  50,  and  a  couple  of  weeks 
ago  I  turned  55.  Ruminating  a  bit  ruefully  about  the 
incredibly  swift  passage  of  time  and  life  the  other  evening, 
the  two  of  us  concluded  that  we  feel  much  the  same  to- 
day as  does  three-decades-older  General  of  the  Army  Omar 

RIGHT? 

No  one  wants  to  cease  to  matter 
until  he's  ceased  to  be  matter. 


Bradley,    who    said    not    long    ago— "At    this    stage    ol     Otl) 
life  I'm  glad  to  be  anywhere." 

To  be  55  is  really  too  young  to  claim  the  dignit)  "I 
ago,  and  too  old  to  have  the  clear  vision  and  unleavened 
wisdom  of  youth. 

THE   ONLY   THING 

I'm  going  to  ask  for  at  my  funeral  is  an 

air  conditioner— with  a  long  extension  cord. 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Paying  for  the  Oil 

If  the  oil  states  spent  all  their  new 
surpluses,  they  could  do  so  only  by 
buying  from  the  rest  of  the  world, 
and  the  collective  oil  deficit  would 
vanish.  Insofar  as  the  oil  states  do 
not  spend  their  oil  receipts  and  in- 
vestment income,  they  must  accumu- 
late financial  claims  on  the  rest  of 
the  world.  To  express  this  situation 
in  other  terms:  Insofar  as  the  oil 
states  do  not  spend  their  receipts  to 
import  goods  and  services,  their  sur- 
pluses will  be  needed  to  finance  im- 
ports of  very  high-priced  oil  by  the 
consuming  countries. 

This  means  that  borrowing  to  fi- 
nance the  oil  deficits  is,  in  itself,  a 
basically  sound  operation.  It  does  not 
necessarily  mean  that  every  debtor  na- 
tion will  get  all  the  credit  it  needs 
or  that  some  banks  will  not  be 
squeezed.  As  always,  banks  or  coun- 
tries that  pursue  unwise  strategies 
can  get  into  trouble.  As  the  recycling 
goes  forward,  Eurobanks  may  face 
liquidity  problems,  given  the  current 


lightness  of  most  money  markets.  But 
each  Eurodollar  bank  has  a  home  of- 
fice, which  can  turn  to  its  central 
bank  as  a  lender  of  last  resort.  And 
judging  by  the  reports  in  Basel,  the 
major  central  banks  are  prepared  to 
stand  by  the  commercial  banks  if  the 
going  gets  rough. 

—Monthly  Economic  Letter, 
First  National  City  Bank. 

Mental  Health 

With  some  qualifications,  I  suggest 
that  nothing  is  more  characteristic  of 
mental  well-being  than  a  healthy  self- 
respect,  a  regard  for  one's  body  and 
its  functions,  and  a  reasonably  op- 
timistic outlook  on  life. 

—Bruno  Bettelheim, 
A  Home  for  the  Heart. 

"I  Hate  To  Think  .  .  ." 

I  can't  lay  any  claims  for  charity- 
giving  medals.  But  over  the  years  I 
have  contributed  a  fair  number  of 
thousands  of  dollars  to  a  considerable 
variety  of  charities.  Most  of  those  dol- 
lars,   I   am   convinced,   have   gone   to 


excellent  causes.  But  I  hate  to  think 
how  many  have  suckered  me,  and  be- 
lieve me,  I'm  going  to  know  a  lot 
more  about  their  operations  hereafter 
before  I  give  them  any  money. 

—Sid  Bernstein, 
Advertising  Age. 

Sorting  the  Grades 

Speaking  in  the  Chronicle  of  High 
Education,  an  Oregon  educator  says, 
"Whether  we  like  it  or  not,  students 
want  grades  and  degrees  because  they 
want  to  be  sorted— that's  why  they 
come  to  college.  The  more  quickly 
we  begin  to  issue  grades  and  degrees 
that  represent  genuine  achievement 
and  that  certify  to  a  respectable  level 
of  competence,  the  more  quickly  we 
will  find  students  beating  a  path  to 
our  doors."  Finally,  perhaps  faculties 
are  beginning  to  wake  up  to  the  fact 
that  students  have  known  all  along 
what  they  wanted— and  it  is  not  per- 
missiveness—it is  education,  from  a 
faculty  competent  to  educate. 

—Alumni  Newsletter  of 
Delta  Tau  Delta. 


TURKEY  IS   GOING  TOO  FAR 

by  M.S.  Forbes  Jr. 


There  is  probably  no  better  so- 
lution to  the  eternal  communal 
strife  on  Cyprus  than  the  partition 
of  the  island  into  Greek  and  Turk- 
ish sectors.  But  Turkey's  overkill, 
overtake  in  Cyprus  are  threaten- 
ing to  turn  a  potential  solution  into 
an  open  sore.  Turkey  has  taken 
far  more  of  the  island  than  is  nec- 
essary to  protect  the  Turkish  Cyp- 
riot  minority,  to  ensure  federation 
and  fair  play. 

If  Turkey  is  unwilling  to  halt 
and  pull  back,  the  new,  pro- West- 
ern democratic  government  of 
Greek  Premier  Caramanlis  may  be 
destroyed.  Pride  and  anger  may 
force  Greece  to  go  to  war  with 
Turkey  despite  the  impossible  odds. 
That  would  wreck  for  sure  NATO's 
southern  flank  and  make  Turkey 
a  hostage  to  Russia's  not  notable 
forbearance. 

Even  if  Greece  holds  back,  the 
Greek  Cypriots  will  not.  They're 
skilled  .guerrilla  fighters.  They 
humbled  the  British.  They  will 
make  Turkey's  overextended  posi- 
tion on  Cyprus  a  bloody  one. 

Carrying  out  an  equitable  parti- 
tion will  be  difficult  enough.  It  will 
cause  considerable  uprooting,  loss 
of  property  and  loss  of  life.  It  will 


not  extinguish  the  enmity  between 
Greek  and  Turk. 

But  it  could  remove  a  casus  belli 
between  these  two  ancient  foes. 

Such  a  shifting  of  population  has 
precedence.  Greeks  and  Turks  once 
lived  side  by  side  in  both  Greece 
(primarily  Macedonia)  and  Turkey 
( primarily  Smyrna ) .  After  World 
War  I,  Greece  occupied  Smyrna  and 
committed  atrocities  against  the 
Turkish  population,  a  result  of  400 
years  of  Turkish  tyranny  over 
Greece.  In  1922,  Turkey  recap- 
tured the  area  and  committed  even 
greater  atrocities  against  Greeks. 

So  the  ensuing  peace  treaty  had 
a  clause  requiring  repatriation  of 
the  two  peoples.  Hundreds  of 
thousands  of  Greeks  and  Turks 
were   forced    to   find    new   homes. 

It  was  a  crude  solution,  but  no 
longer  did  Greece  and  Turkey  have 
sizable  minorities— and  causes  for 
war— in  each  other's  territory. 

A  redistribution  of  population  on 
Cyprus  will  not  bring  a  lasting 
peace,  however,  if  the  Turks  con- 
tinue to  humiliate  the  Greeks.  Tur- 
key smashed  the  Greek  army  in 
1922.  But  Mustafa  Kemal,  the 
founder  of  modern  Turkey,  was 
too  wise  to  push  too  far. 


For  everyone's  sake— Turkey, 
Greece,  Cyprus,  the  West— let  us 
hope  Turkey  is  again  capable  of 
restraint— before  it  is  too  late. 

RESIGNATION  FOOTNOTE 

Richard  Nixon's  Presidential  res- 
ignation was  unprecedented,  but 
just  barely.  Woodrow  Wilson  al- 
most beat  him  to  it. 

In  the  1916  Presidential  election, 
Republican  candidate  Charles 
Evans  Hughes  came  within  a 
whisker  of  unseating  the  incum- 
bent Wilson.  Only  a  handful  of 
votes  in  California  saved  that  state, 
and  the  election,  for  the  former 
Princeton  president. 

Wilson,  an  ardent  admirer  of  the 
British  Parliamentary  system  where 
the  opposition  takes  over  imme- 
diately after  winning  an  election, 
revealed  later  that  if  he  had  lost 
his  bid  for  a  second  term,  he  had 
planned  to  appoint  Hughes  Sec- 
retary of  State  and  thereafter  re- 
sign the  Presidency.  Wilson's  Vice 
President  would  have  done  like- 
wise simultaneously. 

Under  the  then-operative  law  of 
succession,  the  Secretary  of  State, 
Hughes  in  this  case,  would  have 
become  the  new  President. 
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What  would  Washington  think  of 
Washington's  energy  policies? 


He'd  puzzle,  we  suspect,  over  a  lot  of  contradictions. 

Congress  and  the  Administration,  after  massive  investigation,  have 
determined  that  the  U.S.  is  still  short  of  energy  and  will  be  for  years  to  come. 
That's  realistic. 

Knowledgeable  government  officials  also  accept  that  the  shortage  will 
only  be  overcome  by  massive  effort  requiring  capital,  time,  and  a  unity  of 
national  purpose.  That,  too,  is  realistic. 

Enter  the  contradictions. 

Capital,  we  said.  To  find  and  develop  the  petroleum  America  will  need 
between  now  and  1985  will  cost  more  than  half  a  trillion  dollars.  Yet  the  profits 
industry  needs  to  generate  and  attract  capital  come  under  steady  political 
attack.  So  does  the  tax  structure  that  permits  America's  oil  industry  to  compete 
for  energy  resources  around  the  world. 

Time,  we  said.  Yet  gasification  and  liquefaction  of  coal,  the  extraction  of 
oil  from  shale  and  tar  sands,  solar  energy— all  these  processes  are  talked 
about  as  if  they  were  ready  right  now.  They're  still  many  years,  many  dollars, 
and  much  work  away. 

Unity  of  purpose,  we  said.  That  should  dictate  a  policy  providing  for 
environmental  protection,  social  progress,  and  enough  energy  to  maintain 
our  standard  of  living.  We  need  clean  air  and  pure  water.  But  we  also  need 
new  refineries,  more  oil  and  gas  exploration  off  our  coasts,  and  deep-water 
ports  such  as  many  other  nations  ha've  developed  to  handle  oil  transport 
more  efficiently  and  reduce  risks  of  tanker  collisions  and  spills. 

There  are  balances  to  be  struck,  and  government  must  take  the  lead  in 
articulating  them.  Government  must  establish  clear  priorities.  Government 
must  assist  with  research  into  alternate  energy  sources.  And  government, 
above  all,  must  take  the  lead  in  establishing  dependable  ground  rules  that 
don't  change  with  the  political  winds.  Ground  rules  that  will  permit  industry 
to  muster  the  huge  capital  resources  necessary  to  get  the  job  done. 

America  can't  afford  to  improvise  much  longer. 


Mobil 


1974  Mobil  Oil  Corporation 


New\brk  leads  every  other  state 

in  international  trade. 

We're  the  bank  that  knows  NewYbrk  State. 


Nearly  one- third  of  the 
United  States'  foreign  trade 
moves  through  New  York  State's 
three  customs  districts;  the 
Port  of  New  York,  and  Buffalo 
and  Ogdensburg  on  the 
St.  Lawrence  Seaway. 

Marine  Midland  Bank  has 
been  a  part  of  New  York's 
importance  as  a  trading  center 
since  1839.  We're  the  bank  that 
knows  New  York.  We're  in 
more  locations  than  any  other 
bank  in  the  state.  We  have 


more  than  300  banking  offices 
in  more  than  200  cities  and 
towns.  In  fact,  with  resources 
exceeding  $13  billion,  Marine 
Midland  is  the  nation's  twelfth 
largest  banking  system. 

The  experience  and 
knowledge  of  trade  that  we've 
acquired  through  the  years 
makes  us  more  than  qualified 
to  serve  you  today.  To  serve 
you  wherever  you  are. 

If  you'd  like  to  explore  the 
possibilities  of  interstate  or 


international  trade,  or  expand 
your  present  capabilities,  we'd 
like  to  help.  With  Euro-Currency 
Financing,  Foreign  Exchange, 
Letters  of  Credit,  for  example. 

Our  senior  officers  are 
anxious  to  share  their  experience 
and  their  knowledge  of  New 
York  with  you. 

Marine  Midland  Bank.  Big 
bank  resources.  Personal 
service.  All  over  New  York  State. 


Knowing  New  York  State 
makes  all  the  difference  in  the  world. 

MARINE   MIDLAND  BANK 


Member  F.D. I.C. 


Forbes 


More  For  The  Parts 
Than  The  Whole? 

What's  IBM  up  to?  Is  it  drawing 

the  dotted  lines  to  show  how  it  wants 

to  be  cut  up  if  the  courts  decide  it  must? 


While  investors'  eyes  have  been 
glued  on  International  Business  Ma- 
chines' stock— down  from  365  to  196 
in  18  months— something  much  more 
important  seems  to  have  been  going 
on  inside  the  company.  That  is,  IBM 
seems  to  be  undergoing  a  restructur- 
ing into  near  autonomous  units  that 
can  survive  and  prosper  independent- 
ly, if  and  when  the  courts  decree 
that  it  should  be  broken  up. 

In  recent  months  IBM  has  divided 
its  computer  operations  into  two  dis- 
tinct organizations.  One  is  for  larger 
computers  like  the  middle  and  top 
end  of  the  370  series.  Another,  com- 
plete with  its  own  manufacturing 
plants  and  marketing  teams  and  its 
own  headquarters  in  Atlanta,  Ga.,  is 
in  charge  of  the  bottom-of-the-line 
System/ 3  computers. 

This  spring  IBM  also  spun  out  its 
European  business  into  a  separate 
company.  With  its  own  headquarters 
in  Paris, 'IBM/ Europe/ Middle  East/ 
Africa  has  gained  considerable  new 
local  autonomy.  Meanwhile,  in  Britain 
and  at  least  eight  other  foreign  coun- 
tries, IBM  is  considering  combining 
office  equipment  and  smaller  comput- 
ers  into   yet   another   new   company. 

And  this  summer,  IBM  asked  the 
Federal  Communications  Commission 
for  permission  to  move  into  communi- 
cations satellites  through  the  pur- 
chase of  CML  Satellite  Corp.  The 
initial  tab  is  a  modest  $3.2  million, 
but  use  of  satellites  for  data  transmis- 
sion between  computers  promises  to 
he  a  hot  growth  area  in  the  late  1970s. 


What  is  the  meaning  of  all  this? 
IBM  is  playing  its  cards  close  to  its 
chest  as  usual.  Forbes  interviewed 
Jacques  Maisonrouge,  chairman  of 
IBM/ Europe  and  one  of  400  senior 
staffers  sent  to  Paris  when  IBM  broke 
up  its  25-year-old  World  Trade  head- 
quarters in  New  York.  Maisonrouge 
denied  that  major  changes  are  afoot: 
"We  are  always  making  changes.  Ours 
is  an  evolutional),  not  a  revolution- 
ary, company . 

But  as  analyst  Marilyn  Walter  Carl- 
son of  Shareholders'  Management  in 
Los  Angeles  remarks,  "Isn't  it  funny 
how  the  speed  of  change  has  in- 
creased so  much?"  Adds  Boston  anti- 
trust lawyer  Thomas  Franklin  of 
Sweeny  &  Franklin,  "There  has  been 
a  change  in  recent  months.  More  ana- 
lysts now  believe  that  IBM  will  be 
restructured." 

IBM  has  faced  this  kind  of  chal- 
lenge before— and  rolled  with  the 
punch.  This  was  in  1956.  Then,  IBM's 
strengths  were  its  tabulating  machines 
and  punch  cards:  Computers  were 
small  beer,  an  area  where  IBM's  mar- 
ket share  was  not  bigger  than  that 
of  Sperry  Rand's  Univac  division.  Un- 
der pressure  from  the  Justice  Depart- 
ment, IBM,  in  effect,  turned  its  back 
on  its  older  products,  opting  instead 
for  the  fledgling  computer  industry. 
It  was  a  bold  and  brilliant  decision. 

Can  the  same  strategy  work  twice? 
What  would  IBM  be  willing  to  shed 
to  get  the  courts  off  its  back?  No  one 
is  saying,  but  IBM's  new  divisional 
autonomy  gives  it  bargaining  leeway. 


Currently,  the  j£em  of  the  IBM  col- 
lection is  IBM/ Europe.  Stretching 
from  Iceland  to  South  Africa  and 
from  Ireland  to  eastern  Russia,  IBM/ 
Europe  had  $3.5-billion  sales  last  year, 
and  netted  some  8600  million  in  prof- 
its, not  much  less  than  the  $723  mil- 
lion or  so  garnered  by  IBM  in  the  U.S. 

IBM/ Germany  alone,  with  over 
$1.5  billion  in  sales,  already  is  com- 
fortably larger  than  the  whole  of 
Burroughs  Corp.,  and  growing  faster. 
"There's  no  question,"  says  French- 
born  Maisonrouge,  "my  goal  is  to  over- 
take the  U.S.  operation." 

This  goal  seems  entirely  attainable. 
In  medium-sized  mainframe  comput- 
ers, growth  in  the  U.S.  has  already 
slowed;  Europe  still  has  some  catch- 
ing up  to  do.  And  further  along,  the 
market  for  larger  machines  is  likely  to 
slow  down  in  Europe  too. 

But  for  smaller  computers,  software 
and  peripheral  equipment,  the  mar- 
ket looks  almost  limitless.  IBM  may 
well,  if  forced  to  choose,  try  to  hold 
on  to  this  part  of  its  business  and  spin 
off  the  bigger  computer  end. 

In  this  field— which  can  generally  be 
lumped  under  the  heading  of  office 
equipment— IBM  is  deep  into  what  it 
calls  word-processing.  Begun  about  a 
decade  ago  in  the  German  subsidiary, 
the  system  combines  telephone,  dic- 
tating machine  equipment,  magnet- 
ic-tape typewriters  and  copying  ma- 
chines. They  are  linked  to  speed  the 
flow  of  office  paperwork.  Such  sys- 
tems can  increase  office  efficiency  30% 
by  replacing  error-prone  typists  with 
semiautomatic  machines  in  mass  pro- 
ducing letters. 

By  building  on  its  dominant  posi- 
tion in  electric  typewriters,  IBM  has 
mounted  a  respectable  challenge  to 
Xerox  in  copiers.  Lately,  IBM  has  be- 
gun adding  small  computers  to  the 
package  to  speed  the  work  flow. 

Still  More 

What  else  could  IBM  spin  out  as 
separate  companies  besides  big  com- 
puters? The  telecommunications  busi- 
ness that  is  beginning  life  on  its  own 
is  a  possibility.  There  is  also  a  divi- 
sion that  looks  aftei  government  busi- 
ness, plus  two  or  three  educational 
and  service  operations  that  could  be 
broken  off  as  IBM's  Service  Bureau 
was  in  1973.  And  there  is  IBM's  now 
sizable  business  in  components. 

In  integrated  circuit  semiconduc- 
tors, IBM  does  about  $600  million  a 
year,  enough  to  enable  it  to  cope 
with  Texas  Instruments  and  Fairchild, 
which  do  some  $325  million  and  $175 
million  respectively  in  the  area. 

The  Justice  Department  and  the 
Computer  Industry  Association,  a 
lobby  of  peripheral  equipment  mak- 
ers, want  IBM  split  into  four  or  five 
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new  companies  capable  of  competing 
worldwide.  Bach  would  get  about  153 
of  the  computer  market,  and  an  equal 
but  randomly  chosen  selection  of 
IBM's  present  customers. 

Thai  sends  shivers  up  the  spines  of 
most  U.S.  mainframe  makers,  none  of 
whom  has  more  than  11%  of  the  mar- 
ket. The  little  fish-Burroughs,  NCR, 
Control  Data.  Honeywell  and  Sperrj 
Univac— have  become  adept  at  swim- 
ming around  the  aggressive  but  well- 
behaved  whale  that  is  IBM.  but  what 
about  four  or  five  hungry  sharks?  Bur- 
roughs Chairman  Bay  Macdonald 
claims  he  can  eope  with  IBM,  but 
warns  that  splitting  IBM  into  four  or 
five  parts  would  tend  to  "increase  ra- 
ther than  decrease"  the  market  share 
of  the  IBM  companies. 

"We  say  IBM  should  be  confined 
to  making  mainframe  computers," 
says  Hugh  Donaghue,  assistant  to 
CDC  Chairman  William  Norris.  "We 
want  to  stop  it  from  getting  into  new 
areas."  But  that  would  almost  cer- 
tainly be  unacceptable  to  IBM.  Why 
should  it  agree  to  give  up  its  best 
prospects  for  growth? 

Opportunity? 

There  are  no  answers  yet.  Only 
questions.  What  will  the  Ford  Ad- 
ministration's attitude  be?  Will  it  hold 
to  the  Nixon  view  that  bigness  isn't 
bad?  Or  will  there  be  a  revived  anti- 
trust push?  What  about  the  Common 
Market's  potential  antimonopoly  case 
against  IBM?  What  about  the  damage 
suits,  totaling  $4  billion,  against  the 
company? 

And,  what  if  IBM  does  make  a 
deal  with  Justice  and  with  the  Eu- 
ropeans to  spin  off  parts  of  its  busi- 
ness? Would  it  be  a  blow  to  IBM? 
Maybe.  Maybe  not.  When  the  U.S. 
Supreme  Court  broke  up  Standard  Oil 
in  1911,  Standard's  market  value  was 
$663  million.  Only  one  year  later  it 
was  $885  million,  from  which  it  soon 
rose  to  billions  and  then  to  tens  of 
billions.  The  pattern  was  much  the 
same  with  the  Tobacco  Trust. 

What  would  a  share  of  IBM  be 
worth  if  it  could  be  exchanged  for  a 
stake  in  two  or  more  of  IBM's  units 
as  they  are  split  off?  IBM  Vice  Chair- 
man Gilbert  Jones  made  a  point  when 
testifying  a  year  ago  to  a  United  Na- 
tion's committee.  IBM's  stock  market 
value  then  was  $40  billion. 

Why,  exclaimed  Jones,  IBM  World 
Trade  was  easily  worth  that  much. 
"My  guess  is  that  stockholders  would 
want  $40  billion  just  for  IBM  Ger- 
many." His  point  was  clear:  The  sum 
of  IBM's  parts  is  worth  far  more  than 
the   market   valuation    of   the   whole. 

Ignoring  the  rules  of  linear  arith- 
metic, one  and  one  might  equal  three 
or  even  four  in  the  marketplace.  ■ 
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The  Grandfathers 


When  Wall  Street  was  buying  Polaroid  at  140, 

they  were  buying  Continental  Oil  at  27. 

Now  that  Wall  Street  is  buying  short-term  money,  some, 

but  not  all,  of  them  are  buying  common  stocks. 


"Arthur,"  the  young  Queen  Victoria 
asked  the  octogenarian  Duke  of  Well- 
ington, "what  are  the  advantages  of  at- 
taining great  age?"  The  gouty  old  Iron 
Duke  replied  stiffly,  "None,  ma'am." 

Not  quite  true.  In  the  boardroom, 
as  opposed,  say,  to  the  bedroom  or 
the  locker  room,  age  can  be  a  dis- 
tinct advantage.  If  nothing  else,  older 
people  understand  that  life  is  cyclical. 
Bull  markets  and  bear  markets  don't 
last  forever.  Inflation  is  nothing  new; 
they  are  no  strangers  to  international 
financial  crises. 

For  the  perspective  that  only  age 
and  experience  can  give,  Forres  has 
sought  out  some  of  the  wisest  older 
men  of  the  U.S.  investment  commu- 
nity. They  range  in  age  from  63  to 
85.  They  have  lived  through  good 
times  and  bad.  Each  has  a  tidy  fortune 
to  prove  he  knows  how  to  keep  mon- 
ey as  well  as  make  it. 

These  grandfathers  weren't  caught 
when  the  go-go  era  was  suddenly 
gone.  They  were  too  shrewd  for  that. 

For  example,  Leo  Model,  69,  is  a 
veteran  of  more  than  half  a  century 
of  financial  markets  both  here  and  in 
Europe,  and  he  has  a  substantial  for- 
tune in  money  and  in  art  to  show  for 
it.  Model  has  no  more  use  for  the 
buy-gold-and-run-for-the-hills  pessi- 
mists than  he  did  for  the  now-van- 
ished "gunslingers."  Speaking  of  the 
latter,  he  says:  "Those  go-go  fellows 
reminded  me  of  the  man  who  never 
had  sex  until  he  got  married.  On  his 
wedding  night  he  figures,  'This  is  the 
way  it  is  always  going  to  be.' ' 

The  grandfathers  interviewed  for 
this  article  do  not  believe  in  perpet- 
ual honeymoons,  but  most  of  them  do 
believe  that  sex  in  the  form  of  com- 
mon stocks  is  here  to  stay. 

They  are  all  fundamentalists— they 
buy  solid  companies  in  solid  indus- 
tries with  solid  management  and  solid 
balance  sheets.  None  of  them  has  all 
his  money  in  common  stocks.  "And  all 
probably  have  strong  nerves,"  insists 
Leo  Model.  "They  don't  get  diarrhea 
when  the  market  goes  down." 

Liquidity  crises?  "Gee,  in  1920 
Wanamaker's  was  the  big  New  York 
store,"  recalls  Joseph  S.  Nye  Sr.,  then 
just  starting  his  Wall  Street  career  as 
a  messenger  with  the  bond  house  of 
Freeman  &  Co.  "They  were  strapped 
for  cash.  So,  for  two  months  they  took 


pages  in  The  New  York  Times,  selling 
every  thing  in  the  store  at  20%  off." 

Inflation?  Leo  Model  was  a  broker 
in  Frankfurt  during  Germany's  infla- 
tion-racked Twenties.  Interest  rates 
were  300%  a  month;  the  mark  was 
revalued:  1  billion  old  marks  to  one 
new  mark.  Then,  within  a  space  of 
three  short  years,  the  Frankfurt  stock 
exchange  went  through  the  greatest 
bull  market  in  its  history. 

The  Depression?  "I  threw  out  the 
stock  market  ticker,"  says  Joe  Nye, 
"the  bond  ticker  and  the  news  ticker. 
Then  I  told  the  staff:  'Buy  and  sell 
value.  Not  emotion.'  We  did  all  right. 

These  economists,  bankers,  busi- 
nessmen and  investors  Forbes  talked 
to,  in  New  York,  Washington,  D.C. 
and  on  the  West  Coast,  do  worry, 
especially  about  inflation,  the  re- 
cycling of  Arab  oil  money,  and  the 
erosion  of  the  banks  as  "a  sound  and 
conservative  investment." 

"Banks,"  says  National  Distillers' 
Chairman  John  Bierwirth,  a  former 
banker  himself,  "are  speculating.  They 
go  into  these  real  estate  holdings  and 
other  things,  and  are  taking  capital 
away  from  where  I  think  it  belongs." 
That  is?  "Financing  industry." 

The  youngest  among  those  inter- 
viewed, 63-year-old  money  man  Rob- 
ert MacRae  in  Seattle,  pulls  these 
points  together  as  a  philosophy  to 
which  practically  all  these  grandfa- 
thers would  subscribe: 

"Yes,  there  are  banks  in  trouble," 
says  MacRae  solemnly.  "But  bank- 
ruptcy used  in  a  general  way  describes 
only  one  kind  of  indebtedness.  Peo- 
ple's morals  are  bankrupt.  People  do 
things  that  as  moral  individuals  it 
seems  to  me  they  wouldn't  have  done 
20  or  30  years  ago."  In  the  Sixties 
(\nnings  tripled  because  "people  took 
liberties  with  accounting  principles. 
MacRae  said  straightforwardly. 

Why,  then,  discouraged  as  the) 
are  with  morals  and  banking,  are  tin- 
grandfathers  still  holding  common 
stocks?  MacRae  sums  up  the  answei 
to  this  question:  "I've  found  you  nevei 
buy  good  stocks  cheap  when  they're 
not  in  bad  odor."  Adds  Model:  The 
stock  market  may  be  discounting  a 
lot  of  things  that  may  never  happen 

Here,  on  the  next  three  pages,  air 
the  men  FORBES  interviewed  and  the 
highlights  of  what   the)    said: 
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Banks,  No.  Salt,  Yes. 

Sounding  like  James  Stewart  at  his 
most  droll,  Robert  MacRae— who  put 
himself  through  school  trading  com- 
mon stocks  and  postage  stamps— ad- 
vises huge  caches  of  Northwest  pri- 
vate money  from  his  Seattle  office, 
with  the  help  of  only  three  secretaries. 
Says  MacRae  in  his  typically  western 
way:  "I  don't  like  stores.  I  don't  like 
utilities.  I  don't  like  banks.  I  don't 
like  insurance." 

What  does  he  like?  "Gosh,"  he  says, 
almost  as  if  surprised  by  the  question, 
"I  like  investing."  Investing  in  what? 
"Common  stocks,"  answers  MacRae. 
"They're  the  only  real  hedge  against 
inflation.  Short-term  money  is  only 
postponing  the  inevitable— though  be- 
fore anyone  invests,  he  should  have 
40%  to  60%  of  his  money  tucked  away 
in  double-A  and  triple-A  bonds. 

"No  debt.  None  of  my  clients  has 
debt.  I  insist  on  that.  No  margins.  The 
corporations  must  have  little  debt. 
Very  good  management.  Large  sales 
per  share— not  retail  stores;  industrial 
sales  by  industrial  corporations  I'm 
talking  about."  MacRae  is  talking 
about  Foote  Minerals,  for  example. 
"Foote  hasn't  earned  $2  a  year  in 
ten  years— but  it  will  this  year.  It  has 
sales  of  $120  million  on  2  million 
shares  of  stock." 

MacRae  is  into  Penn  Virginia, 
whose  principal  source  of  income  is 
coal  royalties— not  production.  He  likes 
Leslie  Salt  ("You  won't  have  heard 
of  some  of  the  stock  I  own.").  Salt, 
for  Pete's  sake? 

"Yup,"  says  MacRae.  "Table  shaker 
salt  is  only  5%  of  the  business.  Salt  is 
the  chemical  business— and  that's 
booming.  It  has  a  low  labor  cost;  it  is 
made  by  the  wind,  water  and  sun." 

Then  comes  a  surprise:  "These  last 
three  years  I've  put  $600,000  of  my 
own  money  into  defaulted  senior 
mortgage  bonds  of  the  Penn  Central." 
Common  sense,  common  salt,  common 
stocks— but  why  defaulted  railroad 
bonds?  "Oh  ho,"  says  MacRae,  "now 
that's  a  bit  different.  Issues  like  Unit- 
ed New  Jersey  Railroad  &  Canal  or 
Pittsburgh,  Youngstown  &  Ashtabula 
are  concerned  with  real  estate— land. 
These  are  heavily  traveled  tracks  that 
Amtrak  has  to  run  over.  Perhaps  one 
day  the  bank  interest  will  be  paid  off, 
and  the  bond  liquidated— in  order  to 
put  Amtrak's  house  in  order."  A  wait- 
ing game,  but  a  low-risk,  high-poten- 
tial waiting  .game. 

MacRae  isn't  urging  people  to  buy 
gold  stocks.  "I'm  not  unhappy  with 
gold,  as  a  metal,"  MacRae  says  with 
some  charm— and  an  eye  on  the  gold 
buffs,  "but  a  gold  stock  is  a  mine,  and 
a  mine  has  a  definite  life.  Today  gold 
stocks    are   as   high    as   Polaroid   and 
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Robert  MacRae 

LTV  were  at  their  peak." 

Don't  take  your  money  to  Switzer- 
land, either.  "Unless  you  are  prepared 
to  go  there  and  live  with  it,"  says  this 
longtime  money  man  who  makes  a 
habit  of  visiting  the  properties  he  in- 
vests in.  "You  have  to  keep  your  mon- 
ey in  this  country  unless  you  are  pre- 
pared to  go  where  your  money  goes." 

Real  estate?  "Don't  know  anything 
about  it." 

So,  it  gets  back  to  stocks.  "I  can't 
think  of  a  time  when  there  was  more 
opportunity,  more  interesting  stocks, 
or  more  potential  than  there  is  on 
Wall  Street  right  now."  ■ 


LIFO,  Not  FIFO 

Philip  A.  Fisher,  66,  handles  $75 
million  for  himself  and  others  from  a 
Spartan,  pictureless  San  Francisco  of- 
fice. He  is  the  author  of  the  excellent 
book  Common  Stocks  and  Uncommon 
Profits,  and  is  writing  another.  His  ad- 
vice: "Buy  slowly  stocks  of  companies 
that  will   capitalize  on   the  problems 

Philip  Fisher 


of  scarcity  and  social  need.  Compa- 
nies with  excellent  management." 

Warning  against  mythical  growth, 
he  points  to  the  cement  corporations 
in  the  Fifties.  They  were  getting  a  fab- 
ulous return,  "but  on  their  pre- World 
War  II  investment."  Once  they  had 
to  build  new  plants,  the  returns 
plummeted.  "The  idiots  called  it  a 
growth  industry."  So,  watch  out  that 
those  profits  are  not  inventory  profits. 
See  that  they  are  last-in-first-out,  not 
first-in-first-out. 

Fisher  believes  there  is  value  in  the 
stock  market  right  now,  and  having 
started  his  business  in  the  depths  of 
the  Depression,  Mar.  1,  1931,  he 
could  never  be  totally  pessimistic. 

He  is  watching  all  that  cash  now 
parking  in  short-term  investments. 
"Tremendous  amounts  of  cash,  tre- 
mendous amounts  of  short-term  mon- 
ey," says  Fisher,  "and  yet  to  me  it's 
appalling  the  number  of  institution- 
al money  managers  who  operate  on 
the  'one-more-mistake-and-I'll-be-fired' 
psychology." 

Fisher,  like  others  among  the  fun- 
damentalists, believes  that  common 
stocks  are  the  investment.  "Common 
stocks  properly  selected  and  long- 
range  will  prove  so  attractive  that  I 
don't  believe  that  other  forms  of  as- 
sets are  a  more  attractive  or  suitable 
vehicle." 

Again  comes  the  question:  Which 
stocks?  "Look,"  explains  Fisher,  "in 
the  late  Sixties  I  was  singing  a  bearish 
tune.  The  financial  community  didn't 
know  the  properties  it  was  talking 
about;  the  peddlers  were  overglamor- 
izing;  people's  desire  to  get  in  was 
running  away  with  them;  immature 
and  improperly  run  companies  were 
being  ballooned  to  tremendous  val- 
ues." But  today's  skepticism  has  de- 
stroyed these  pitfalls. 

Fisher  is  into  high-technology  ve- 
hicles and  two  chemical  corporations, 
and  he  is  looking  for  "unusual  busi- 
ness managements." 

"Unless  there  is  an  extreme  move 
to  the  political  left— which  isn't  likely 
in  this  country— it's  only  a  matter 
of  time  before  properly  selected  com- 
mon stocks  will  show  a  tremendous 
gain,  just  as  they  always  have  out  of 
periods  of  pessimism  in  the  past."  ■ 


No  Place  To  Hide? 

Leo  Model,  who  recently  merged 
his  Model,  Roland  &  Co.  with  Shields 
&  Co.,  admits  he  is  scared  by  the  in- 
ternational financial  situation.  If  worse 
comes  to  worst,  he  believes  there 
would  be  no  place  to  hide.  Short  of 
this,  he  thinks  common  stocks  are  as 
good  a  place  to  be  as  any  other. 

What    Model    advises    is,    look    for 
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"quality"  earnings— like  tliosr  from  nat- 
ural resource  companies  with  "safe 
resources,  perhaps  in  North  America 
or  the  North  Sea  rather  than  in  South 
America  or  Africa.  Look,  he  says,  for 
last-in-first-out  accounting. 

\mong  other  things.  Model,  who 
introduced  stocks  like  Royal  Dutch/ 
Shell  to  the  U.S.  market,  inns  a  $42- 
million-assets  offshore  mutual  fund. 

He  doesn't  mind  admitting  he  has 
taken  a  heating  at  times.  "American 
Smelting  did  not  do  a  damn  thing  for 
me,  1  can  tell  you.  I've  made  mis- 
takes, but  no  major  ones."  He  favors 
some  drilling  stocks,  but  advises  that, 
considering  the  risks,  investors  with 
weak  nerves  stick  solidly  to  Treasury 
hills.  "Investment  now  requires  find- 
ing those  corporations  that  will  make 
a  little  money  when  things  are  tough." 

Model  has  scant  patience  with 
those  who  think  that  there  is  abso- 
lute safety  in  things  like  real  estate 
or  gold  coins  or  Swiss  bank  accounts. 
Such  people  remind  him  of  certain 
wealthy  Dutch  Jews  in  1940.  "They 
made  advance  payments  to  ship  cap- 
tains to  take  them  to  England  as 
soon  as  the  first  Nazi  soldier  crossed 
the  Dutch  frontier.  They  forget  that 
the  minute  this  happened,  all  ar- 
rangements were  off.  They  had  a  few 
months  of  false  security,  but  they 
ended  up  in  concentration  camps  all 
the  same."  ■ 


Joseph  S.  Nye  Sr. 

Buy  Stocks— Slowly 

Joseph  S.  Nye  Sr.,  71,  retired  from 
Wall  Street  when  he  sold  his  New 
York  Stock  Exchange  seat  for 
$205,000  in  1972.  But  he  didn't  re- 
tire from  investing.  He  was  one  who 
bought  Continental  Oil;  "7,000  shares 
at  27&.  I  sold  3,000  at  44  to  cushion 
the  rest— which  I'll  keep." 

Nye  made  a  name  as  an  expert  in 
railroad  bonds  in  the  late  Twenties. 
He  has  made  much  of  his  money 
switching  from  stocks  to  bonds  and 
back  again  as  the  markets  have 
switched.  Right  now  he's  slowly 
switching  back  into  stocks. 

"I  am  a  speculator.  I  go  in  for  gain, 
not  diversification.  Big  stakes  as  a 
rule."  Right  now  he  is  deep  into  Am- 
star.  "It's  like  buying  a  bank,"  says 
Nye  as  he  rattles  off  its  vital  statistics 
(see  p.  64),  "but  for  cash  flow  rather 
than  cash  hoard." 

In  other  words,  a  sound  "grand- 
father" investment.  "You  know,"  re- 
flects Nye,  "most  people  don't  know 
what  stands  behind  their  investment 
in  common  stocks.  We  do.  We're  care- 
ful to  the  point  of  thoroughness."   ■ 


"We  take  the  risks  of  the  capitalist. 
But  never  the  risks  of  the  Wall  Street 
man,"  said  the  shy  counselor.  "The 
capitalist  takes  industrial  risks,  not 
financial  risks.  In  other  words,  he  buys 
into  strong  companies— not  stock  mar- 
ket quotations." 

Story  smiles  at  quarterly  earnings 
as  a  guide:  "Once  you  bin  earnings, 
yon  become  a  cheap  little  guesscr." 

"What's  wrong  with  Wall  Street 
rjight  now  is  that  the  men  who  should 
be  the  leaders  have  become  follow- 
ers." That  is  unlikely  to  happen  to 
Story.  Though  he,  too,  is  concerned 
about  economic  conditions. 

Story  thinks  we  are  running  along 
the  edge  of  thin  ice  where  the  econ- 
omy is  concerned.  "We  must  assume 
it  won't  cave  in— but  be  ready  for 
the  fact  that  it  may."  In  different 
words,  he  agrees  with  Leo  Model.   ■ 


Bradford  Story 


"Don't  Buy  Earnings"     It's  Time  To  Buy 


"Joe  Nye's  right,  and  he's  right  in 
his  Amstar  concept,"  said  Bradford 
Story,  75,  Yale  Class  of  '23,  and  the 
last  surviving  founding  partner  of 
Brundage,  Story  &  Rose,  a  discreet 
and  conservative  investment  counsel- 
ing firm  at  90  Broad  Street,  that  dis- 
creetly and  conservatively  manages 
better  than  $700  million. 

"I  sold  utilities  and  bought  non- 
regulated  industries— like  Joe's  Amstar 
—for  my  clients  who  needed  income," 
said  Story  over  lunch  at  New  York's 
oak-paneled  Bankers  Club— which  re- 
cently has  had  to  waive  its  $250  ini- 
tiation fee  for  new  members. 


"We  mu;  nol  going  into  a  depn  i 
sion,"  says  Hugh  Bullock,  who  is 
more  sanguine  than  most  ol  his  Eel- 
low  elder  statesmen.  "I'll  slake  m\ 
reputation  on  that.  We  only  have  a 
recession."  Bullock,  whose  name  is 
connected  with  several  large  funds  he 
and  his  father,  Cabin,  established  in 
the  Depression-hit  Thirties,  contrasts 
then  and  now:  "Then  most  companies 
were  passing  dividends.  Todaj  the) 
are  not."  Bullock's  office,  which 
houses   one    ol    the    largest    collections 

of    Napoleonic    artifacts    and    mem 

Orabilia,   is  at   One   Wall   Street,    from 
there  the  74-year-oid   yachtsman  can 
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Hugh  Bullock 

survey  the  lower  Manhattan  financial 
district  and  say: 

"Interest  rates  by  Christmas  are 
coming  down;  the  rate  of  inflation  by 
Christmas  will  be  down,  and  com- 
mon stocks  by  Christmas  are  going  to 
he  higher  than  they  are  today." 

Wall  Street  doesn't  seem  to  be  lis- 
tening. "How  can  these  lads  in  Wall 
Street— having  such  a  hell  of  a  time 
themselves— say  anything  to  their  cli- 
ents? They  practically  don't  talk  to 
their  clients. 

"Nobody,"  Bullock  laments,  "is  say- 
ing, 'Now  is  the  time  to  buy.'  But  it 
is  the  time  to  buy."  ■ 


Adrian  Massey 

Play  It  Safe 
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Adrian  Massey,  79,  is  the  dourest 
of  the  elder  statesmen.  He  was  chair- 
man of  the  board  at  New  York  Trust 
when  it  merged  in  1959  with  Chem- 
ical Bank*  He  describes  himself  by 
saying:  "tarn  the  pessimist.  The  U.S. 
has  spread  its  inflation  all  over  the 
world.  Not  a  single  central  banker 
will  face  the  consequences  of  what 
has  to  be  done  to  stop  it,  which  is 
unemployment." 

Massey  believes  that  if  nothing  is 
done,  the  world  will  reach  a  crisis 
point.  In  the  meantime,  growls  the 
old  banker,  "Keep  away  from  crum- 
my assets.  Play  it  safe.  I've  no  inter- 
est in  common  stocks  until  I  see  some- 
one doing  something  about  inflation 
—and  I  have  taken  that  position 
since  1970."  ■ 


»» 


John  E.  Bierwirth 

The  U.S.  Is  The  Place 

Chairman  John  E.  Bierwirth,  79, 
who  heads  National  Distillers  & 
Chemical,  a  $1.2-billion-sales  chemi- 
cal, metals  and  liquor  corporation, 
says,  "A  dollar  invested  in  the  U.S. 
is  better  than  a  dollar  invested  any- 
where else  in  the  world." 

And  the  average  investor?  Bier- 
wirth, a  large  man,  rocked  back  in 
his  chair  once  or  twice,  then  said: 
"Common  stocks  and  cash."  Not  for 
him:  the  hedge-rich  schemes,  gold, 
real  estate  or  offshore  tax  havens.  ■ 


Glenn  Munn 

A  Bump,  But  No  Crash 

Financial  analyst  Glenn  Munn, 
84,  who  made  a  name  for  himself  with 
Paine,  Webber,  told  America's  inves- 
tors in  1929  that  what  they  would 
see  before  the  year  was  out  was  "a 
crash  that  could  be  likened  to  the 
Fall  of  Borne,"  one  colleague  recalls. 

Does  he  see  another  depression? 
"Yes,  late  this  fall.  But  by  'depres- 
sion' I  mean  buyers  won't  be  buying, 
there  will  be  more  unemployment, 
and  that  will  hurt  the  retail  system. 
It  will  be  different  from  the  Thirties, 
unless  it  becomes  a  world  affair."  Like 
Model  and  the  others,  Munn  believes 
a  world  slump  is  a  possibility  unless 
the  Arabs  put  their  money  to  work. 

The  normally  cheerful  Mr.  Munn 
does  not  want  to  be  a  gloom-and- 
doom  merchant.  But  he  does  see  ma- 
jor changes  ahead.  "The  high  stan- 
dard of  living  that  so  pleased  us  has 
passed.  But  what  did  you  expect?" 

Because  of  the  uncertainties,  Munn 
has  only  25%  of  his  investments  in 
common  stocks:  "Most  of  those  are  in 
resources:  U.S.  Steel,  chemicals  like 
Union  Carbide  and  Monsanto  and 
Texasgulf,  and  some  of  the  oils.  Those 
companies  making  things  necessary  to 
get  out  of  our  present  predicament." 
And  his  warning:  "Stay  away  from 
retail  stores,  even  Sears."  ■ 


W.  Randolph  Burgess 

"Watch  Congress 

Yes,  the  economy  is  in  trouble,  says 
W.  Randolph  Burgess,  85-year-old 
economist,  ex-banker  (National  City 
Bank  of  New  York),  ex-Federal  Re- 
serve official  (and  author  of  the  1927 
classic,  The  Reserve  Banks  and  the 
Money  Market),  ex-ambassador  (to 
NATO).  No,  it  doesn't  necessarily 
mean  depression— and  Burgess  can 
look  at  depressions  and  financial  pan- 
ics stretching  back  to  1907.  But  "too 
many  people  were  trying  to  push 
through  the  gate  all  at  once"  is  how 
Burgess  describes  the  tremendous 
spending  and  borrowing  excesses  that 
have  marked  our  era. 

Inflation  can  come  down.  "Part  of 
it  will  be  natural  deflation,"  says  the 
elderly  economist,  still  trim,  tall  and 
erect.  "People  will  defer  buying  motor 
boats  and  a  lot  of  other  things  because 
of  the  price  of  money.  Government 
will  do  the  same."  What  to  watch  for, 
says  Burgess,  is  Congress  seriously 
keeping  government  spending  down, 
and  the  Federal  Reserve  Board  se- 
riously keeping  money  tight. 

"With  Watergate  out  of  the  way, 
and  now  we  know  who  is  boss  here," 
says  the  man  who  recalls  his  father 
working  to  defeat  William  Jennings 
Bryan's  1896  Presidential  bid,  "there 
is  a  very  good  chance  we  can  work 
the  economy  out." 

The  reason  for  Burgess'  confidence 
is  historical:  "Some  people  believe 
current  inflation  and  the  high  inter- 
est rates  to  be  secular.  I  think  they 
are  cyclical."  He  can  remember  1920 
when  prices  went  sky-high  and  then 
collapsed.  But  for  a  while  it  had 
looked  as  if  prices  would  go  on  ris- 
ing forever— just  as  it  does  now.  ■ 


These  then  are  a  few  of  the  men 
who  have  taken  lumps,  been  at  the 
losing  end  sometimes,  and  have 
watched  sound  and  smart  colleagues 
get  into  trouble  and  go  under.  They 
are  realists  rather  than  optimists  or 
pessimists. 

In  traditional  societies,  the  elders 
have  always  been  listened  to  when 
judging  the  present.  The  U.S.,  by  con- 
trast, tends  to  listen  to  youth,  not  age. 

Youth  is  fine  when  there  is  oppor- 
tunity galore.  Youth  has  the  energy 
and  drive  to  take  full  advantage  of  it. 
But  the  young  can  offer  no  guidance 
when  times  change,  when  things  get 
tough— it's  a  first-time  experience  for 
them.  Then  the  statesmen,  the  village 
elders,  come  into  their  own. 

Moral:  Beware  of  the  man,  especial- 
ly the  young  man,  who  says  he  knows 
all  the  answers.  ■ 
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Who's  Holding  The  Bag? 

Not  the  Pacific  Coast  Coin  Exchange.  In  the 
end,  it  may  be  the  thousands  of  little  speculators 
in  silver  coins  that  PCCE  caters  to. 


A  i  i  u  years  ago  Louis  Carabini  was 
running  a  modest  Long  Beach,  Calif. 
shop  catering  to  coin  collectors.  To- 
day he  is  running  Monex  Internation- 
al, Ltd.,  which  claims  assets  of  more 
than  $500  million.  Its  volume  so  far 
this  year  is  over  $300  million. 

Who  says  nobody  benefits  from  in- 
flation? Louis  Carabini  benefits  hand- 
somely bom  it.  As  people  lose  their 
heads  over  the  erosion  of  the  pur- 
chasing power  of  their  assets,  they 
begin  doing  panicky  things.  Carabini 
got  rich  catering  to  their  panic. 

Carabini  is  a  dapper  44-year-old 
onetime  detail  man  for  Parke-Davis. 
His  penchant  for  rightwing  causes  led 
him  to  a  friendship  with  Dr.  Neil 
Chamberlain  of  Orange  County,  Calif. 
Dr.  Chamberlain  asked  Carabini  to 
run  a  small  coin  shop  the  doctor 
owned.  When  the  U.S.  switched  to 
copper  clad  coins,  the  solid  silver 
coins  began  to  rise  in  value,  and  Cara- 

Carabini  of  PCCE 


bini  began  to  arrange  loans  for  cus- 
tomers. A  bank  would  lend  them  the 
face  value  of  the  coins,  with  the  pre- 
mium serving  as  margin. 

That  small  business  has  become  the 
Pacific  Coast  Coin  Exchange,  a  sub- 
sidiary of  Monex,  which  is  controlled 
by  Carabini  and  Dr.  Chamberlain. 
PCCE  deals  in  gold  coins,  silver  bul- 
lion and  foreign  currency,  but  espe- 
cially in  bags  of  pre- 1965  U.S.  halves, 
quarters  and  dimes.  These  are  not  rare 
coins,  but  the  silver  price  rise  has 
made  them  worth  far  more  than  their 
face  value.  A  bag  contains  $1,000 
worth  of  coins.  But  they  have  a  cur- 
rent commodity  value  of  better  than 
$3,000  and  trade  for  around  $3,100 
per  bag  currently. 

During  most  of  1972  and  1973  a 
bag  of  such  coins  sold  for  around 
$1,450  a  bag— a  45%  premium  over 
the  coins'  face  value.  By  the  end  of 
1973,  as  silver  prices  rose  and  infla- 
tion fears  mounted,  bag  prices  had 
climbed  to  $2,300  and,  in  late  Feb- 
ruary of  this  year,  to  $4,630.  For 
thousands  of  investors,  this  sounded 
like  the  promised  land.  A  surefire  way 
to  beat  inflation.  Here  was  the  stock 
market  dropping  and  cash  losing  its 
value,  but  you  could  buy  silver  coins 
and  more  than  keep  up  with  inflation. 
The  lemmings  moved  in.  The  Pacific 
Coast  Coin  Exchange,  which  did 
$73  million  worth  of  business  in  1972, 
has  already  done  $300  million  so  far 
in  1974. 

It's  an  old,  sadly  familiar  tale.  Early 
speculators  made  a  lot  of  money. 
Their  experience  brought  in  the 
masses.  The  majority  of  latecomers 
are  under  water;  these  are  the  people 
attracted  by  the  rise  itself,  rather  than 
by  the  prospects  for  a  rise.  As  PCCE's 
business  climbed,  the  price  of  silver 
fluctuated  and  then  sank.  A  bag  that 
topped  at  $4,630  in  February  now 
brings  only  $3,100,  and  many  PCCE 
investors  faced  margin  calls. 

If  timing  was  the  average  inves- 
tors only  problem,  the  reaction  might 
well  be:  So  what?  The  little  fellow 
always  gets  in  too  late  and  out  too 
late.  There's  more  to  it. 

Most  PCCE  customers  do  not  take 
delivery,  but  "store"  their  bags  with 
PCCE  for  $10  per  year  per  bag.  Or 
so  some  of  the  customers  thought.  In 
practice,  barely  one  in  seven  bags  is 
actually  purchased.  The  rest  are  sim- 
ply covered  in  the  coin  futures  mar- 
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ket.  This  is  not  illegal.  PCCE  does  not 
even  have  to  disclose  the  fact  (it 
now  does);  coin  futures  are  not  sub- 
ject to  ordinary  regulation. 

In  fact,  the  speculator  pays  dearly 
for  the  privilege  of  buying  silver  coins 
through  Carabini.  Take  a  typical,  five- 
bag  order,  costing  currently  around 
$15,500.  For  this,  the  typical  specu- 
lator would  be  asked  to  put  up  35% 
in  cash.  The  balance  he  "borrows" 
irom  PCCE  at  the  prime  rate  plus 
one-half  of  1%.  The  interest  cost  for 
a  five-bag  order  would  thus  amount 
to  around  $1,300  in  a  year. 

In  addition,  there  is  a  buying  com- 
mission of  2%  and  a  selling  commis- 
sion of  2%-$310  in,  $310  out.  A  spec- 
ulator who  holds  on  for  as  long  as 
two  years  would  thus  be  paying  some 
$2,000  a  year  in  costs  over  and  above 
his  margin.  He  would  also  be  losing 
the  prospective  interest  on  his  mar- 
gin; at  8.5%  this  would  cost  him 
another  $450.  Total  annual  cost: 
$2,110.  Thus  for  the  investor  merely 
to  break  even  on  his  contract,  silver 
coins  would  have  to  increase  in  price 
by  14%  a  year.  To  keep  up  with  cur- 
rent inflation,  the  price  would  have 
to  rise  another  12%;  in  brief,  it  would 
have  to  double  every  four  years. 

But  suppose  the  world  should  have 
runaway  inflation,  and  paper  money 
should  become  nearly  worthless.  Sup- 
pose there  should  be  a  tremendous 
world  shortage  of  silver.  These  are 
Carabini's  big  selling  points.  A  recent 
PCCE  advertisement  asks:  "Are  we 
running  out  of  silver?"  and  then  an- 
swers, Yes.  "Is  there  still  time  to  cash 
in?"  it  then  asks,  and,  for  the  answer 
suggests  you  write  for  a  booklet,  The 
Case  for  Silver.  The  author?  None 
other  than  Louis  E.  Carabini. 

The  advertisement  also  points  out 
that  "so  far  this  year  the  price  of  sil- 
ver has  broken  all  previous  records" 
—but  says  nothing  of  the  33%  decline 
since  last  winter.  The  advertisement 
says  too  that  PCCE  is  "the  world's 
oldest  and  largest  supplier  of  silver 
coins  to  investors,"  though  PCCE  was 
founded  only  in  1967. 

Other  Options 

Interestingly  enough,  a  speculator 
can  do  pretty  much  the  same  tiling 
as  the  PCCE  offer  by  dealing  with  a 
regulated  stock  or  commodity  broker, 
but  at  much  lower  cost.  Merrill  Lync  h. 
Pierce,  Fenner  &  Smith,  for  example, 
charges  a  commission  of  around  $45 
for  a  ten-bag  round-trip  contract  in 
the  silver  coin  futures  market;  at  cur- 
rent prices,  PCCE  charges  $1,200  in 
commissions  for  the  same  size  order! 
And  with  the  regular  broker  there  is 
no  question  of  interest  on  the  unpaid 
balance.  Carabini  says  this  interest 
charge  is  a  part  of  the  futures  pit 
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$100,000,000,000 

Metropolitan  Life  has  become 
the  first  company  to  reach 

one  hundred  billion  dollars  of 
group  life  insurance  in  force. 

Figures  like  that  don't  just  happen.  People  make  them  happen. 
People  like  our  satisfied  policyholders  who  over  the  years  have  worked 
with  our  group  representatives  in  planning  the  best  coverage  for  their 
companies. 

Because  our  policyholders'  needs  are  always  changing,  we  con- 
tinually update  plans  for  them.  No  matter  how  big  or  small.  So  as 
times  change,  we  can  change  with  them. 

But  coverage  is  only  part  of  the  story.  A  policyholder  requires 
good  service,  too. 

And  at  Metropolitan,  we  provide  just  that.  Through  our  experi- 
ence, our  staff,  and  the  sophisticated  use  of  our  computers'  output. 

What  does  all  this  mean  to  you  and  your  company? 

It  means  you  can  take  advantage  of  our  experience  of  over  50 
years  in  dealing  with  thousands  of  companies  that  range  from  small 
family  firms  to  giant  worldwide  corporations. 

How  would  we  work  with  you? 

We  have  no  idea.  Not  until  we  sit  down  with  you  and  learn  about 
your  particular  business  and  the  plans  you're  making  for  the  future. 

Call  the  local  Metropolitan  Group  Office.  They  will  be  most 
c  interested  in  working  with  you,  your  Metropolitan  Sales  Representa- 
tive, your  broker  or  consultant. 

O  Metropolitan  Life 

Where  the  future  is  now 
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OIL  AND  GAS  DIVISION 

Exploration,  development, 
and  production  of  domestic 
oil  and  gas  resources. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive  industry. 


NORTH  AMERICAN 
ROYALTIES,  INC. 

CHATTANOOGA,   TENN.   37402 


Listed  American  and 

Pacific  Coast  Stock  Exchanges 

(Symbol:  NAR) 


Cooling  engines  for  farm  and 
industrial  machinery  the  world 
over  —  Young  Radiators,  Shell  and 
Tube  Heat  Exchangers  and  Air 
Cooled  Oil  Coolers. 
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YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53404 

Radiators  •  Heat  Exchangers  •  Oil  Coolers  •  Unit  Hesters 


A  futures  contract  might  cost  some- 
what more  than  buying  at  the  spot 
price,  but  nowhere  near  as  much  as 
the  added  commissions  and  interest. 

In  an  earlier  booklet  distributed  by 
PCCE,  Carabini  pooh-poohed  com- 
modity futures  as  an  alternative  to 
PCCE.  Futures,  he  wrote,  were 
"strictly  for  short-term,  in-and-out 
trading  by  commodity  experts."  But  he 
has  now  thought  better  of  it,  appar- 
ently because  his  sales  are  in  reality 
chiefly  backed  by  futures  contracts. 

Right  now,  even  though  his  busi- 
ness is  booming,  Carabini  is  operating 
under  a  huge  cloud.  The  Securities 
and  Exchange  Commission  is  investi- 
gating him,  and  actions  against  PCCE 
are  proceeding  in  several  states.  State 
authorities  contend  that  since  cus- 
tomers are  relying  on  the  firm's  efforts 
to  make  their  investment  profitable, 
PCCE  is  selling  securities  and  not 
commodities.  Hence  they  are  subject 
to  disclosure  rules.  (The  litigation  to 
date  has  been  inconclusive.  A  Texas 
court  ruled  that  Carabini's  bags  were 
not  securities;  a  New  York  court  has 
handed  down  a  preliminary  injunc- 
tion against  PCCE,  in  which  the  New 
York  State  Attorney  General  is  pros- 
ecuting PCCE  for  a  "colossal  fraud.") 

Last  year  Carabini  fired  his  audi- 
tors, Price  Waterhouse,  for  suggest- 
ing that  the  annual  report  call  atten- 
tion to  the  contingent  liability  that 
may  result  from  the  suits.  The  new 
auditors,  a  small  Los  Angeles  firm, 
declined  an  opinion  on  the  balance 
sheet  for  the  same  reason.  If  the  SEC 
presses  a  case  successfully  or  if  the 
state  courts  find  that  PCCE  is  selling 
unregistered  securities,  investors  who 
lost  money  with  the  company  could 
sue  to  recover  their  losses.  This  could 
get  PCCE  in  deep  trouble  and  cause 
losses  for  the  other  investors,  since 
their  assets  are  not  segregated. 

Confronted  with  these  things,  Cara- 
bini says  that  he  resents  the  innuendos 
and  that  he  can't  understand  why 
"regulators  seem  more  interested  in 
putting  me  out  of  business  than  in 
finding  out  the  facts."  He  says  he 
doesn't  need  the  long  arm  of  bureau- 
cracy extending  into  PCCE's  private 
affairs.  But  the  SEC's  job  is  to  protect 
the  public,  and  PCCE  alone  has  dealt 
with  20,000  customers. 

Under  California  laws  regulating 
coin  "exchanges,"  PCCE  can  extend 
credit  to  whomever  it  wants;  a  regu- 
lated securities  broker  is  not  supposed 
to  accept  a  margin  account  from  any- 
one who  lacks  the  resources  to  make 
good  on  any  deficiencies.  Supposing 
the  price  of  silver  collapses;  hundreds 
of  accounts  may  have  to  be  sold  out 
at  huge  losses.  In  such  a  case  PCCE 
could  be  liable  for  extensive  losses  on 
its   futures   contracts   and   might   not 


be  able  to  recover  them  from  cus- 
tomers. This  could  erode  its  capital 
and  possibly  expose  the  solvent  ac- 
counts to  losses— since  all  the  silver 
and  all  the  contracts  are  intermingled 
in  the  firm's  assets. 

There  could  be  other  objections  to 
the  firm's  business  practices.  Court 
records  in  New  York  show  that  cus- 
tomers have  complained  that  PCCE 
sets  its  own  coin  price  arbitrarily,  in- 
« dependent  of  the  quotations  on  the 
New  York  Mercantile  Exchange.  In 
addition  PCCE  can  demand  greater 
margins  from  its  customers  than  it 
puts  up  on  its  own  contracts,  and  use 
the  difference  for  its  own  purposes. 
Carabini  denies  that  PCCE  sets  its 
own  price  arbitrarily,  and  adds  that 
his  brokers  require  substantially  more 
than  the  minimum  10%  margin  on  fu- 
tures contracts.  But  Assistant  Com- 
missioner Jerry  Baker  of  California's 
Department  of  Corporations  says  that 
the  coin  exchanges  have  taken  a  down 
payment  from  the  customer  that  is 
"more  than  the  initial  payment  for 
cover  in  the  futures  market." 

Considering  all  the  unknowns,  state 
regulators  feel  that  operations  like 
Carabini's  should  be  subject  to  rules 
governing  disclosure  and  protection 
against  fraud.  Coin  collecting,  after 
all,  is  no  longer  just  a  happy  little 
hobby. 

Spreading  Out 

For  the  moment  at  least,  Louis 
Carabini  is  riding  high.  He  is  an 
old  friend  of  doomsday  prophet 
Harry  Browne  (Fohbes,  July  15), 
and  Browne's  book  has  undoubtedly 
helped  stimulate  PCCE's  business. 
Carabini's  Monex  International  has 
diversified  into  a  small  mine  and  a 
cattle  feedlot.  It  has  a  posh  new  sea- 
side headquarters  in  Newport  Beach, 
Calif,  and  has  purchased  a  $l-million 
Learjet.  The  1973  financial  statement 
lists  loans  to  officers  of  $313,547. 
Now  Carabini  says  he  would  like  to 
buy  an  interest  in  a  Swiss  bank. 

PCCE  also  has  spawned  a  host  of 
competitors.  One  of  them  is  David 
Rowen,  who  runs  the  American  Coin 
Exchange.  Rowen  recently  consented 
to  a  permanent  SEC  injunction 
against  violating  securities  laws,  aris- 
ing from  bankruptcy  of  Beverly  Hills 
Bancorp  (Forbes,  June  1). 

Times  like  these  bring  out  the  Louis 
Carabinis.  Such  men  lure  the  inex- 
perienced into  risky  deals  they  do 
not  understand.  The  sad  thing  is 
that  thousands  of  people  could  be 
hurt  who  can  ill  afford  it.  As  FOBBEfl 
has  said  again  and  again:  Losing  your 
money  is  a  rather  poor  way  of  pro 
tecting  it  against  inflation.  The  po- 
tential gains  hardly  seem  worth  the 
high  costs  and  unquantifiable  risks.  ■ 


34 


FORBES,    SEPTEMBER    1,    1974 


•'■ 


.      ■  ■  ■     V 

■ 


'*.M 


, 


V\. 


>•"* 
■• 


'"** 


• 


«  ; 


«ur 


»."  *  - 

^ 

tet^ 

5 

a-^ 

V, 

^riP 


■ 


Leasing  golf  carts 

in  California. 

A  great  way  to  grow. 

When  we  went  into  leasing, 
we  started  the  usual  way.  We 
leased  big  items  like  oil 
tankers  in  Hong  Kong  and 
tank  cars  in  New  York.  But  we 
also  realized  that  our  growth 
in  leasing  would  come  from 
non-traditional  markets.  Like 
sales-assist  leasing  programs 
for  everything  from  golf  carts 
in  Los  Angeles  to  paddle 
tennis  courts  in  Boston.  Today, 
leasing  and  other  non-banking 
activities  account  for  over 
one  third  of  our  profits.  And 
leasing  is  just  one  of  the  nine 
related  fields  of  financial 
service  contributing  to  our 
$1  billion  growth  over  the 
last  five  years. 

If  you're  looking  for  a 
growing  financial  service 
company  that  wants  to  go  out 
of  its  way  to  help  you  grow, 
get  in  touch.  Call  David 
R.  Conway,  Vice  President, 
Inleasing  Corp.  at 
(401)  278-6912. 

Industrial 
National 
Corporation 

We've  got  a  way  of  growing. 


Industrial  National  Bank, 

Providence,  R.I. 
Inleasing  Corporation, 

Providence,  R.I. 
Industrial  International  Leasing, 

Ltd.,  Toronto,  Ontario 
Ambassador  Factors  Corp., 
.  New  York,  N.Y. 
Mortgage  Associates,  Inc., 

Milwaukee,  Wis. 
Kensington  Mortgage  and  Finance 

Corp.,  Milvaukee,  Wis. 
Southern  Discount  Company, 

Atlanta,  Georgia 
Information  Sciences,  Inc., 

Providence,  R.I. 
Westminster  Properties,  Inc., 

Providence,  R.I. 
International  Appraisal  Co., 

Fair  Lawn,  N.J. 
INB  Appraisal  Company  of  Canada, 

Ltd.,  Toronto,  Ontario 
Continental  Financial  Corp., 

Montreal,  Quebec 
Industrial  Capital  Corp., 

Providence,  R.I. 
Industrial  National  Mortgage  Co. 

Providence,  R.I. 
C-O-M  Service  Bureau,  Inc. 

Boston,  Mass. 
Westminster  Asset  Management  Co. 

Providence,  R.I. 


produces  exhaust  systems  for 
America's  cars  and  trucks,  plus 
filters,  jacks  and  lifting  devices. 


J  I  Case  construction  machinery  ranges 
from  big  articulated  loaders  such  as  this  to 
Davis  mini-machines  to  giant  Drott  trenchers, 
plus  a  full  line  of  agricultural  tractors. 


Heggblade-M a rgu leas-Ten neco  markets 

premium  quality  fresh  fruits  and  vegetables 

under  the  Sun  Giant    brand,  plus  these 

packaged  products— almonds,  dates  and  raisins. 
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Offshore  drilling  rig  in  472  feet  of  water  in  the  stormy 
British  North  Sea  recently  discovered  oil  on  a  large  block 
in  which  Tennecc  has  about  a  one-third  interest. 


USS  Enterprise  largest  nuclear  powered  ship  afloat,  was 
built  by  Tenneco's  Newport  News  Shipbuilding,  which  is 
currently  constructing  the  carriers  Eisenhower  and  Nimitz. 


Urethane  foam  from 
Tenneco  Chemicals 
finds  a  host  of  uses 
including  upholstery 
material  for  furniture 
and  automobiles. 


Shipping  containi 

and  cartons  for 

nation's  goods  are  I 

product  of  Tennec 

Packaging  Corporal 

of  America.  All  I 

containers  sho 

here  are  made 

re-cycled  pa;. 
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Still  expanding  its  15,600  mile 
natural  ga    pipeline  system.  II 
nation  s  largest,  Tenneco  is  also 
work.ng  to  develop  new  supph' 
of  this  clean-burninq  fuel, 

What  would  you  call  a  company 
that  did  $3.9  billion  in  73 
and  looks  like  this? 

WecallitTenneco 


Tenneco  makes  things. 

Things  like  small  auto  parts,  big 
tractors  and  the  largest  nuclear  ships  afloat. 

Even  so,  many  people  still  refer  to  us 
as  a  gas  pipeline  company. 

That  we  were  and  still  are,  with  the 
largest  natural  gas  pipeline  in  the  country.  But 
gas  transmission  (1 8%  of  our  1 973  revenues) 
is  only  one  important  part  of  our  story. 

Which  is  why  we're  asking  you  to 
broaden  your  view  of  Tenneco. 

Think  of  us  as  a  company  that  is 
tackling  the  energy  problem  on  many  differ- 
ent fronts.  Searching  for  oil  and  gas  on  a 
worldwide  scale  plus  refining  and  marketing 
(21  %  of  revenues).  Developing  a  practical 
technology  for  turning  coal  into  pipeline 
quality  gas  and  synthetic  oil  and,  in  a  joint 
venture  with  Westinghouse,  preparing  to 
manufacture  offshore  floating  nuclear 
power  plants  on  an  assembly  line  basis. 

In  manufacturing  (39%  of  revenues), 
see  us  as  the  company  whose  Newport  News 
Shipbuilding  is  expanding  to  build  mammoth 
liquefied  natural  gas  tankers  and  ultra-large 
crude  carriers  to  bring  the  energy  home. 

As  the  company  whose  J  I  Case  Divi- 


sion is  turning  out  fleets  of  heavy-duty  con- 
struction equipment  and  farm  tractors  to  meet 
our  nation's  building  and  agricultural  needs. 

As  the  company  whose  Walker 
Manufacturing  is  producing  auto  exhaust 
systems  for  one  out  of  every  four  cars  on  the 
road  today.  And  is  under  contract  to  supply 
catalytic  emission  control  hardware  to  a 
major  auto  manufacturer. 

See  us  as  the  company  whose 
Chemicals  Division  (8%  of  revenues)  is  a 
major  supplier  of  versatile  plastics.  And  whose 
Packaging  Corporation  of  America  (8%  of 
revenues)  supplies  shipping  containers  and 
cartons  to  300  of  the  500  largest  U.S. 
corporations. 

In  agriculture  and  land  development, 
(6%  of  revenues),  as  the  company  that  is 
packing  and  marketing  farm  fresh  vegetables, 
raisins,  almonds,  and  dates  under  the 
name  Sun  Giant®.  And  Tenneco  Realty 
is  developing  whole  new  communities. 

Think  of  us  as  the  company  whose  total 
salesgrewfrom$2.6to$3.9  billion  since  1970. 

See  us  as  Tenneco.  A  lot  of  company. 
In  a  lot  of  ways. 

Tenneco  Inc.,  Houston,  Texas  77001 


Tenneco 


In  the  world  of  man-made  fibers, 
Celanese  is  one  of  the  world's  largest 
and  most  diversified  producers. 
Fortrel®  polyester,  Arnel*  triacetate, 
and  Celanese  nylon  are  all  engineered 
to  make  contemporary  living  easier. 
Celanese  also  makes  a  wide  range  of 
chemicals,  plastics  and  coatings. 

Celanese  involvement  with  todays 
life  style  calls  for  insurance  protection 
every  bit  as  modern  —  well-knit  insur- 
ance from  The  Home.  Through  its 
local  representatives,  ARM  Interna- 
tional, Inc.,  Home  covers  Celanese 
with  a  protective  mantle  in  areas  such 
as  workmen's  compensation,  compre- 
hensive general  liability  and  auto- 
mobile insurance. 

Your  business  insurance  needs 
may  be  simple  or  complex,  concen- 
trated or  worldwide.  In  any  case, 
Home  has  the  coverage  to  comple- 
ment your  corporate  style.  Contact 
your  broker  or  look  for  your  Home 
agent  in  the  Yellow  Pages. 


HOME 


Home 

Insurance 

Companies 

A   CITY   INVESTING   COMPANY   GROUP 


King  Of  The  Road 

According  to  loyal  customers,  there  is  one  best 
and  one  second-best  among  the  big  trucks  traveling 
U.S.  highways.  Paccar  makes  them  both— very  profitably. 

If  you  want  to  get  the  most  work 
out  of  a  driver,  jokes  Bud  Mohr,  an 
independent  trucker  in  Los  Angeles, 
you  shouldn't  buy  a  Peterbilt.  Why? 
Your  man  will  stop  at  every  coffee 
shop  to  show  it  off  and  make  sure 
people  know  who's  driving  it. 

Mohr  does  own  Peterbilts,  how- 
ever, because,  he  says,  "They  are 
the  best  equipment  you  can  put  on 
the  road  today,"  and  he'd  just  as 
soon  his  men  are  proud.  "They're 
more  likely  to  take  care  of  the  equip- 
ment and  give  customers  good  ser- 
vice," he  adds.  "If  I  couldn't  have 
a  Peterbilt,  I'd  want  a  Kenworth." 

Mohr,  clearly,  is  a  Peterbilt  boost- 
er; other  truckers  might  argue  for 
Mack  or  International  or  White.  But 
there  is  strong  sentiment  among  the 
men  who  haul  freight,  especially  in 
the  western  U.S.,  that  Peterbilt  and 
its  stablemate,  Kenworth,  are  the  lux- 
ury limousines  of  Class  8  (over  33,000 
pounds  gross  vehicle  weight)  diesel- 
powered  trucks.  Everyone  doesn't  want 
a  limousine,  of  course,  but  people  who 
do  are  willing  to  pay  a  higher  price 
and  justify  it  on  the  basis  of  quality, 
longevity  and  trade-in  value. 

The  company  that  makes  Peterbilts 
and  Kenworths  is  Paccar  Inc.  of  Belle- 
vue,  Wash.  It  also  makes  freight 
cars,  rubber-tired  vehicles  for  under- 
ground and  open-pit  mining,  log 
loaders  and  stackers.  Most  people 
have  never  heard  of  the  company, 
but  it  is  number  317  on  Forbes' 
roster  of  big  U.S.  companies  (May 
15).  Its  sales  last  year  were  $766 
million,  and  over  80%  of  those  sales 
were  in  trucks. 

Paccar  is  profitable  as  well  as  big. 
Earnings  were  down  during  the 
most  recent  quarter  because  of  strikes 
and  because  the  company  took  some 
rather  large  lumps  from  inflation— 
last-in-first-out  style.  But  return  on 
equity,  if  not  quite  the  29%  of  1973, 
is  still  over  the  18%  it  has  averaged 
for  the  past  five  years.  That  makes 
Paccar  the  most  profitable  company 
in  the  big,  beautiful  truck  business— 
twice  as  profitable  last  year  as  even 
prosperous  Mack  (Forbes,  Apr.  15). 

According  to  Ellen  Enzler,  region- 
al analyst  for  E.F.  Hutton,  "It  is  also 
the  only  company  in  the  industry 
that  has  increased  its  market  share 
continuously  since  1962."  That  share 
now  stands  at  about  14%  of  the  U.S. 
market   for   trucks   in   its    size   group 


(vs.  about  22%  for  leader  Internation- 
al Harvester  and  17%  for  Mack)  and 
just  under  14%  of  the  Canadian  truck 
market. 

Paccar  is  a  true  specialist.  "It  is 
essentially  an  assembler,"  says  John 
MacKenzie  of  Foster  &  Marshall,  a 
Seattle  brokerage  house.  "It  buys 
components— diesel  engines,  axles, 
transmissions— from  suppliers  and  puts 
them  together  to  order  for  customers." 
That  means  it  doesn't  have  a  lot  of 
capital  tied  up  in  manufacturing  facili- 
ties, which  is  one  reason  return  on 
equity  is  high. 

The  secret  of  Paccar's  success  lies 
in  the  type  of  customer  it  seeks  and 


how  it  goes  about  satisfying  him.  The 
target  customer  is  the  small,  inde- 
pendent owner-operator.  Paccar  al- 
lows him  to  specify  exactly  what  he 
wants— from  engine,  axle  and  suspen- 
sion system  on  down  to  the  upholstery 
and  interior  color.  Of  course,  the  cus- 
tomer pays  and  pays  well  for  these 
options. 

This  customer  wants  a  hardy,  pres- 
tigious truck.  But  he  also  wants  it 
loaded  with  all  the  extras  that  can 
help  make  life  on  the  road  more  com- 
fortable. For  a  Paccar  customer  the 
question  is  not  whether  his  truck  is 
air-conditioned  (two-thirds  of  them 
are),  but  exactly  what  kind  of  air- 
conditioning  it  should  have.  "We 
practically  live  in  the  trucks,"  says 
Joe  Baumer,  who  leases  his  five  Peter- 
bilts to  mover  ICX  in  Los  Angeles. 
"On  short  runs,  we're  in  them  seven 
to  eight  hours  a  day:  on  long  runs, 
of  course,  we  sleep  in  them."  As  in 
passenger  cars,  it  is  the  extras  that  are 
the  most  profitable. 

While  Paccar's  customers  include 
companies  that  operate  their  own 
fleets  (such  as  grocery  chains  and  oil 
refiners),  the  big  fleets  tend  to  buy 
elsewhere  because  Paccar  is  stingy 
about  giving  volume  discounts. 

The  company's  stronghold  natural- 
ly is  in  the  West,  where  it  engineered 
its  first  trucks  for  nigged  mountain 
terrain,  and  now  has  over  30%  of  the 
market.  It  has  been  gradually  moving 
east  since  1967,  when  it  bought  an 
outfit  near  Montreal,  and  it  now  has 
about  10%  of  eastern  markets.  But  it 
wants  more.  In  1972  it  doubled  the 
capacity  of  its  Peterbilt  plant  in  Ten- 
nessee, and  this  year  it  started  up  a 
brand-new  Kenworth  plant  in  Ohio. 
The  company  has  also  added  dealers 
in  the  East  at  a  much  faster  clip  than 
in  the  West. 

"We  might  have  added  them  even 
faster,"  says  President  Charles  Pigott, 
44,  grandson  of  the  founder,  "but 
business  has  been  too  good.  We've 
been  sold  out  since  the  third  quarter 
of  last  year  and  our  dealers  have  been 
on  allocation.  It  doesn't  make  sense  to 
add  dealers  when  you  can't  supply 
the  ones  you  already  have."  Paccar's 
truck  order  backlog  was  nearly  $500 
million  at  last  year's  end,  and  Paccar 
doesn't  believe  in  pushing  output  at 
the  expense  of  profit. 

If  and  when  demand  slacks  off— 
conceivably,  when  new  truck  brak- 
ing requirements  become  mandatory 
next  March— Paccar  will  again  step 
up  its  eastern  efforts.  Pigott  is  de- 
lighted that  his  father  and  grand- 
father left  him  the  East  to  grow  in. 
"The  total  market  there  is  twice  as 
large  as  that  in  the  West,"  he  says 
happily.  Other  big  growth  areas  Pi- 
gott is  eyeing  are  foreign  truck  mar- 
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BASIC  TRAINING 
IN  GEORGIA. 


Through  our  Quick  Start 
Program,  Georgia  trains 
workers  for  new  industries. 
Free  of  charge. 

We  help  in  other  ways, 
too.  Through  our  location 
service,  we'll  prepare  an 
exhaustive  confidential  site 
selection  program  for  your 
company.  Tailored  to  your 
requirements. 

Using  our  16-man 
research  staff  and  computer 
facilities,  well  provide 
detailed  appraisals  of  com- 


munities which  satisfy  your 
various  needs.  Then  we'll 
arrange  for  your  personal 
inspection. 

Georgia's  industrial 
experts  are  primed  to 
expedite  every  facet  of 
your  site  selection  process. 
And  we  have  a  close  work- 
ing association  with  all 
other  developers  in 
the  state. 

Send  in  the  coupon,  and 
let  us  put  our  training 
to  work. 


I  Georgia  Department  of  Community  Development    ^siov 
"  Industry  &  Trade  Division.  Dept.  FB-51  .<*  gn*.*    ' 

I  Box  38097  5     Wf-  \ 

I  Atlanta.  Georgia  30334  %"**'  * 

■  Name 
Title 

E  U 

ft 


Company  . 

Street 

City 


WE  MEAN  BUSINESS. 


kets  and  domestic  and  foreign  mining- 
equipment  markets.  "The  truck  mar- 
ket grows  so  fast,"  he  points  out, 
"that  no  matter  how  much  we  grow 
in  other  areas,  trucks  will  remain  the 
biggest  part  of  our  business." 

The  business  Chuck  Pigott's  grand- 
father started  in  1904  was  steel,  but 
he  shortly  turned  to  making  freight 
cars— to  use  the  steel  and  to  sent 
the  Northwest's  logging  industry.  The 
company  has  been  in  the  freight  car 
business  ever  since.  As  that  business 
slowed,  it  turned  its  attention  to 
trucks,  acquiring  Kenworth  in  1945 
and  Peterbilt  in  1958.  But  the  compa- 
ny didn't  get  out  of  freight  cars.  It 
streamlined  operations  there  and  con- 
centrated on  mechanically  refrigerat- 
ed cars,  which  were  more  profitable 
than  plain  boxcars 

Now  that  the  freight  car  business 
is  booming  right  along  with  trucks, 
it  is  providing  the  frosting  on  Pac- 
car's  results.  The  company's  boxcar 
capacity  is  sold  out  through  the  mid- 
dle of  next  year,  although  Pigott  says 
railroads  can't  afford  refrigerated  cars 
now.  so  the  company  is  making  the 
less  profitable  boxcars.  "If  business 
continues  to  be  this  good,"  he  adds. 
"we  will  consider  acquiring  another 
height  car  manufacturer  in  the  East." 

Plenty  Of  Cushion 

And  if  business  stops  booming? 
Well,  we  certainly  aren't  immune 
to  a  downturn,  but  I  don't  know 
an)  company  that  is.  The  hea\  j 
truck  business  is  not  as  cyclical  .is 
people  think,  because  it's  growing  l(W 
a  year.  And  Paccar  isn't  as  cyclical 
as  some  others  in  the  industry,   be 

cause    it     is    growing    e\en    faster.    Of 

course,  we  have  ups  and  downs,  hut 
the  trend  long-term  is  up." 

Wli.tt  hints  Paccar  is  inflation— 
which  not  onl\  squeezes  profits  but 
Could    ultitn  itel\    deter   even    I'aeear's 

dedicated      customers— and      strikes. 

Three    oi     Paccar's    plants    have    been 

struck  tins  year,  and  labor  contracts 

are  tunning  out  .it  sex  eial  molt 

Hui  Pigotl  is  prepared  to  take  the 
bumps.  With  308  "I  the  stock  In  fam« 
il\    hands    and    anothei     KM    closelj 

held,    he    can    afford    to    be    less    COD 

earned  about  the  company's  dismal 
5.4-to  I  price/ earnings  ratio.  Rather, 
lie  keeps  Ins  eye  on  growing  biggei 
and  making  more  mone) 

Paccar  has  been  quietl)  producing 
qualit)  products  for  70  years  unlisted 
and  foi  die  most  part  unsung.  It  is 
not    as   reluctant    to   talk   to  analysts 

and    journalists   as    it    once   was.    but    it 

is  far  from  publicity  crazj 

Which  merel)  pro>  es  thai  the  rat  i 
doesn't  always  uo  to  the  attention 
grabbers,  bul  sometimes  t<>  the  quii  i 
"u\  w  lii)  diligentl)  does  Ins  work.   ■ 
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We  first  offered  auto  insurance 

via  payroll  deduction  back 

when  rumble  seat  roadsters  were  the  rage. 


Nearly  40  years  ago,  when  we 
put  the  first  package  together, 
the  idea  was  brand-new. 

For  employees,  this  meant  an 
opportunity,  through  voluntary 
payroll  'deductions,  to  obtain 
automobile  coverage  at  pre- 
miums lower  than  possible  on 
an  individual  basis. 

For  the  employer,  it  repre- 
sented an  innovative  and  inex- 
pensive fringe  benefit. 

This  is*  typical  of  the  many 
mutually  advantageous  insur- 


v 


ance  and  benefits  programs 
developed  over  the  years  by 
Marsh  &  McLennan. 

Automobile  insurance  is  just 
one  of  them.  Life,  long-term 
disability,  travel  and  professional 
liability  are  among  the  other 
lines  that  are  often  available. 

These  programs  are  not 
limited  only  to  employers.  A 
wide  variety  of  other  sponsors 
includes: 

•  Professional  and  trade  as- 
sociations that  want  to  pro- 


vide additional  benefits  to 
members. 

•  Credit  card  organizations 
seeking  a  firmer  bond  with 
cardholders. 

•  Franchise  operations  pro- 
viding worthwhile  savings 
to  the  franchised  small 
businessman. 

If  you'd  like  to  know  more,  get 
in  touch  with  your  local  Marsh 
&  McLennan  office.  Chances  are 
we  have  some  good  ideas  that 
will  spell  good  business  to  you. 


M^MWM  ik  MalfJ^WfAl 


i___ 


The  Knowledge  Broker 


Where  There's  Life  .  • . 


Breathes  there  the  broker,  with  soul  so  dead, 

Who  never  to  himself  hath  said,  Give  me  a  Terra  Chemical? 


1 1  mi  STOCK  mahket  is  a  case  for 
the  doctors,  the  new-issues  market  is 
;i  case  for  the  morticians.  In  1969 
there  were  1,026  equity  offerings 
made  by  companies  going  public  for 
the  first  time;  in  the  first  six  months 
of   this    year   there    have;    been    ten. 

Prank  Bryant  is  the  head  of  cor- 
porate finance  for  Bateman  Kichler, 
Hill  Richards  in  Los  Angeles,  in  past 
years  one  of  the:  major  underwriters 
for  new  California  issues.  "In  the:  late: 
Sixties,"  Bryant  says,  "we  did  15  or 
2(5  initial  offerings  each  year."  This 
year,  Hate-man  Eichler  has  done  one, 
for  a  semiconductor  industry  supplier 
called  Micro  Mask.  In  Bryant's  words, 
"It  was  a  real  disaster." 

Bateman  Eichler  and  the  members 
of  the  selling  syndicate  it  put  together 
managed  to  sell  all  200,000  shares 
that  Micro  Mask  and  its  selling  share- 
holders were  offering.  But  the  after- 
market  collapsed,  and  Bateman  Eich- 
ler had  to  swallow  a  lot  of  the  issue 
in  a  vain  try  to  keep  the  price  up. 

"The  discounters  and  the  short  sell- 


ers were  all  over  the  place,"  Bryant 
says.  "Our  loss  was  substantial."  What 
made  the  whole  debacle  even  more 
heartbreaking  for  Micro  Mask  and 
Bateman  Eichler  was  the  effort  they 
had  put  into  Hogging  the  issue-.  "We 
went  on  dog-and-pony  shows  in  half 
a  dozen  cities,  talking  about  the 
company's  prospects,"  Bryant  sighs. 
"We  even  cut  the  price  down  from 
$18  a  share  to  $12  and  trimmed  the 
si/.c:  erf  the  offering  from  350,000 
shares  to  200,000."  Nothing  helped, 
and  within  a  short  time  the  price  of 
the  company  had  plunged  to  less  than 
$4  a  share.  Micro  Mask  hoped  to 
make  it  on  the  coattails  of  the  semi- 
conductor industry.  Those  coattails 
are  wearing  a  little  thin  these  days. 
Even  oil  and  oil-supply  new  issues 
aren't  easily  marketable  today. 

Take  Gray  Tool.  Its  initial  public 
offering  came  out  in  February  at  $12 
a  share.  Now,  while  oil  industry  ser- 
vice companies  with  more  established 
markets  for  their  shares  sell  at  price/ 
earnings  ratios  of  between  13  and  29, 


Gray  is  selling  at  six— five  times  this 
year's  earnings  and  below  book  value. 

All  the  more  remarkable,  therefore, 
is  the  year's  solitary  success  story. 
Terra  Chemical's  1.68-million-share 
offering  was  pulled  off  by  First  Boston 
and  Piper,  Jaffray  &  Hopwood  on  the 
basis  of  Terra's  strong  position  in  the 
fertilizer  industry  and  its  underwrit- 
ers' strong  position  in  the  equity  mar- 
kets. In  fact,  the  shares  have  usually 
sold  at  a  small  premium  since-  its  June 
17  debut  at  $8.75  a  share. 

"We  just  put  on  a  hell  of  an  ef- 
fort," says  Denis  Newman,  who  man- 
aged the  Terra  offering  for  First  Bos- 
ton. "We  went  around  to  15  cities. 
We'd  start  with  a  breakfast  meeting, 
then  three  or  four  dealer  meetings, 
then  a  lunch  for  the  institutions.  Then 
more  dealer  meetings,  and  late  in  the 
afternoon  we'd  have  a  reception  for 
the  registered  representatives  from 
the  brokerage  houses.  Do  that  for  a 
few  weeks,  and  it  will  take  something 
out  of  you." 

But  Newman  had  something  to  sell. 
Terra  Chemical,  along  with  the  other 
fertilizer  companies,  has  been  doing 
extremely  well  this  year.  While  it  had 
gone  to  the  cleaners  during  the  late 
Sixties  bust  in  the  fertilizer  indus- 
try, in  the  first  three  months  of  the 
year   it   was   making   $6.2   million   on 


Flying  Tiger  Corp.  unleashes  its  new  name. 


We  changed  our  name  to  Tiger 
Internationa]  because  the  old  name 
told  only  half  our  story. 

We  are  the  holding  company  for 
42 


two  very  rapidly 

growing  international 

organizations.  Each 

leading  the  way  in  a  growth  field. 


. —    I 

HYING 
TIGER  UNE 

TIGER 
LEASING  GROUP 

The  newest  hull  of  OUT 
story  is  Tiger  Lousing  Group, 

u  combination  <>f  nine 
companies  that  lenses  nearl}  everything 


New  Issue  Outlook 

Initial  Public  Offerings  -  1974  (Jan.  1  -  June  20) 


Shares 

Offered 

, Offerir 

g ■ 

Recent 

Company                 (trt 

ousands) 

Date 

Price 

Price 

Underwriter 

Davega  Appliance* 

100 

1-15-74 

6 

5 

Ferkauf  Inc. 

Kenai  Drilling* 

425t 

2-1-74 

4'/2 

33/8 

W.E.  Burnet  Inc. 

Gray  Tool  Co. 

450 

2-20-74 

12 

6 

Rotan  Mosle  Inc. 

Beard  Oil  Co. 

350 

2-21-74 

6 

3  3/4 

Danes  Cooke  & 
Keleher  Inc. 

Prime  Computer 

400 

2-28-74 

7 

63A 

Clark,  Dodge  &  Co. 

Micro  Mask  Inc. 

200 

3-6-74 

12 

37/e 

Bateman  Eichler, 
Hill  Richards 

Lear  Petroleum 

300 

3-14-74 

8 

35/8 

Lentz,  Newton  &  Co. 

Black  Giant  Oil* 

300 

3-18-74 

1 

% 

Willis  E.  Burnside&Co. 

Norman  F.  Swanton 

Associates  Inc.* 

100 

3-19-74 

5 

43/8 

Shoenberg,  Heiber  Inc. 

Terra  Chemicals  Int'l 

1,686 

6  17-74 

83A 

8V2 

First  Boston/Piper, 
Jaffray  &  Hopwood  Inc. 

*A  best-efforts  offering.  The  offering  date 

given  here  is  the 

date  on  which  an  agreed 

minimum  number  ol 

shares  were  sold  and 

trading 

commem 

:ed.       tUnits  consisting  of 

one  common  share  i 

md  two 

warrants. 

stockholders'  equity  of  $26  million. 
Nevertheless,  Newman  did  not  have 
an  easy  job.  "We  ran  into  dealers— 
particularly  in  the  Midwest— who  had 
been  badly  burned  by  the  Micro  Mask 
thing.  They  said  that  no  matter  how 


good  your  story  was,  it  would  be  im- 
possible to  have  a  successful  initial 
offering  in  this  market." 

Still,  it  was  the  Midwest  (where 
Piper,  Jaffray  is  strong  and  interest 
in  agriculture  keen)  that  showed  the 


most  interest  in  Terra.  According  to 
one  First  Boston  man,  "I  think  it  went 
to  a  good  number  of  farmers  out  there 
who  are  familiar  with  the  products." 
( Terra  is  based  in  Iowa. ) 

So  with  all  this  trouble,  what's  in 
it  for  the  underwriters?  The  answer 
is,  a  lot  of  money— if  they  can  pull 
it  all  off.  As  Newman  points  out,  "the 
underwriting  spread  on  a  large,  sta- 
ble industrial  company's  equity  of- 
fering can  be  as  low  as  4%  if  there 
is  already  a  good  market  for  its 
shares.  On  the  Terra  issue  it  was 
8.57%."  Of  course  there  are  legal  and 
administrative  expenses  associated 
with  the  offering,  and  in  Terra's  case 
these  came  to  slightly  over  8  cents 
a  share.  But  even  after  deducting 
that  from  the  75  cents  in  underwrit- 
ing discounts  and  commissions,  the 
underwriters  did  all  right. 

Moreover,  when  (or  if)  Terra's 
management  comes  to  the  market 
again  with  a  nice,  fat  primary  offer- 
ing, it's  more  than  likely  that  they 
will  think  of  their  old  friends  at  First 
Boston  and  Piper,  Jaffray.  That'll  pay 
for  a  lot  of  trips  to  Iowa  and  drinks 
for  registered  reps. 

It's  stories  like  this  that  keep  bat- 
tered brokers  hanging  on  in  what  may 
well  be  the  worst  depression  Wall 
Street  has  ever  seen.   ■ 


The  more  familiar  half  of  our  story 
is  Flying  Tiger  Line.  It  has  grown  into 
the  world's  leading  scheduled  airfreight 
carrier,  with  routes  that  stretch  across 


the  U.S.  to  major  centers  in  Asia. 

Two  growing  companies  in  two 
growth  fields. That's  Tiger  International: 
the  new  tiger  on  Wall  Street. 


Tourism:  End  Of  An  Era 

It  has  been  a  dismal  summer  for  most 
of  the  travel  industry.  However,  tourism  isn't 

dead.  It  is  only  changing. 


\s      I  HE     TRAVEL     INDUSTRY     adds     Up 

the  red  ink  after  the  worst  summer  in 
recent  memory,  a  very  big  question 
emerges:  Is  the  $200-billion  world- 
wide travel  industry  simply  undergo- 
ing a  temporary  recession?  Or,  has 
the  quarter-century-old  tourism  boom 
finally  crested  and  started  downhill? 

The  indications  at  the  moment  are 
that  travel  is  one  of  the  last  things 
an  affluent  society  will  give  up.  But 
the  indications  are  equally  clear  that 
there  is  tremendous  scaling  down  go- 
ing on.  From  here  on,  the  school- 
teacher from  Iowa  is  going  to  think 
twice  before  flying  to  Rome,  Italy; 
she  may  settle  for  a  week  with  her 
sister  in  Rome,  N.Y.  instead. 

Thanks  to  inflation,  most  of  the 
travel  bargains  are  gone  that  made 
it  possible  for  ordinary  people  to  en- 
joy luxury  hotels  and  luxury  restau- 
rants abroad  that  they  would  never 
dream  of  entering  at  home.  Last  sum- 
mer's New  York-to-London  excursion 
flight  costs  $433  today  and  may  hit 
$500  in  November.  That  would  be  an 
increase  of  better  than  40%  in  one 
year.  A  Scotch  and  soda  can  cost 
$4.80  in  Austria,  a  cup  of  coffee  60 
cents  in  Germany. 

Robert  Rufa,  managing  editor  of 
Travel  magazine,  says  flady:  "There 
are  hardly  any  travel  bargains  left." 

And  an  airline  official,  who  con- 
cedes that  higher  air  fares  and  the 
elimination  of  discounts  for  youths 
and  others  are  driving  customers 
away,  goes  on  to  reason:  "We  can't 
afford  to  carry  those  people  any  longer 
who  can't  afford  to  pay  for  their 
transportation.  I  think  we  have  been 
worshipping  a  false  god— the  simple 
numbers  of  traffic-increase  percent- 
ages. ...  No  industry  can  show  that 
kind  of  [10%  to  12%]  growth  forever. 
We  may  be  looking  at  the  straight 
fact  of  an  end  of  an  era.  .  .  ." 

Repelled  by  the  high  prices,  the 
typical  cost-conscious  tourist  has  been 
forced  to  cut  back  a  notch  or  two 
this  summer.  Susan  Schwartz,  a  strug- 
gling mystery  book  writer  from  Mt. 
Vernon,  N.Y.,  flew  to  Montreal  and 
tried  to  pretend  she  was  in  Paris:  "It 
didn't  work.  Montreal  is  not  Paris. 
Then  again,  it  doesn't  command  Paris 
prices— and  it  beats  the  stuffing  out  of 
staying  home  in  Mt.  Vernon." 

By  and  large,  people  are  spending 
about  as  much  as  last  year,  but  get- 
ting less  for  their  money.  Those  who 


vacationed  in  glamorous  Paris  are 
heading  for  Mexico  or  Montreal  this 
year;  those  who  traveled  for  two 
weeks  are  settling  for  one  and  those 
weekend  campers  are  staying  close  to 
home,  if  not  at  home.  National  Park 
attendance  is  down  sharply;  movie 
attendance  is  up  20%. 

Pollster  Albert  Sindlinger  says  his 
phone  canvassers  found  more  people 
at  home  on  July  4  than  on  any  major 
holiday  in  20  years:  "We  finished  poll- 
ing three  hours  ahead  of  schedule." 

With  many  Americans  at  home 
counting  their  deflated  dollars,  you 
can  almost  number  the  countries  re- 
porting robust  tourism  on  your 
thumbs.  One  bright  spot  is  intrigu- 
ing and  inexpensive  Mexico.  It  reports 
tourism  up  substantially  in  the  first  six 
months.  Costa  Rica  also  claims  similar 
growth,  but  for  a  special  reason.  It 
seems  the  foreign  newspapermen  who 
flocked  there  to  write  all  those  "ex- 
clusive" stories  about  fugitive  busi- 
nessman Robert  Vesco  also  churned 
out  glowing  travel  articles  that  lured 
in  the  folks  back  home. 

And  what  is  the  situation  in  the 
rest  of  the  world?  Europe  is  rapidly 
becoming  a  total  disaster  (see  box, 
p.  48),  and  so  are  many  other  favor- 
ite tourist  destinations.  As  a  case  in 
point,  an  expert  on  the  Caribbean, 
who  asked  that  his  name  be  withheld, 
said:  "A  real  economic  crunch  is 
brewing  down  there,  along  with  a  lot 
of  radical  political  rumbling.  I'm 
really  worried." 

Overexpansion 

You  would  think  that  one  bad  year 
should  not  cause  such  "disasters." 
Well,  it  didn't.  This  1974  slump 
comes  on  the  heels  of  at  least  four 
straight  years  of  profitless  prosperity— 
a  fact  that  the  tourist  industry  has 
kept  a  secret.  "The  entire  industry  has 
been  depressed  for  40  months,"  says 
President  Edward  Wohlmuth  of  Phila- 
delphia's Admiral  Travel.  "Even  long- 
er than  that,"  claims  Rufa  of  Travel 
magazine,  who  adds:  "Tourist  money 
has  been  spread  very  thinly  for  at 
least  four  years." 

The  trouble  began  in  the  mid-Six 
ties  when  the  industry  committed  an 
unpardonable  sin;  it  started  believing 
its  own  public  relations  pitches  about 
boundless  growth.  All  at  once  inves- 
tors from  Toledo,  Ohio  to  Timbuktu 
and  several   governments  proclaimed 


their    homes    as    "tourist    attractions, 
and  sank  billions  into  superfluous  ho- 
tel   rooms,     rent-a-cars,    airline    seats 
and   travel    agencies    that   sucked    the 
profit  out  of  tourism's  prosperity. 

Take  Hawaii.  Since  1969  tourists 
have  increased  73%,  to  2.6'  million  a 
year,  but  the  number  ol  airlines  serv- 
ing them  has  more  than  doubled,  the 
number  oi  tonr  wholesalers  has  more 
than  tripled  and  a  substantial  num- 
ber of  hotel  rooms  have  been  built. 
The  result:  severe  price-slashing  by 
competing  hotels. 

\ow  suddenly  with  the  perennial 
1 5%  growth  worldwide  gone  ■'  lot 
of  that  excess  baggage  seems  about 
to  be  jettisoned. 

After    Bve    consecutive    years    of 

losses   Fan   American  Airways  is  seek- 
ing a  Federal  Government  sul>sid\  ol 
$194   million,    and   Trans   World     \ 
lines  is  asking  lor  some,  too.  both  s,t\ 
that  they  need  the  money  to  compete 

with    government-supported    carriers 

like  British  Airways  and  Japan  \  I 
Lines,  which  .ire  also  running  up 
huge  losses,  but  pulling  down  si/able 
subsidies.     Senator    Thom.is     EagletOIl 

(Dem.,  Mo.)  wains:  "There  is  .i  real 
prospect  that  they  [Pan  Am  and 
TWA]  will  not  be  around  next  year." 
Perhaps  so.  This  is  a  bad  time  to  t>> 
to  get  money  from  anybody. 

Motel  profits  ol  Holiday  Inns,  How 
ard  Johnson  and  Hamada  are  each 
down  roughly  25%  to  ■">()'«  so  fai  tins 
year.  Stock  anal)  st  Dennis  Leibowitz  ol 
Coleman  &  Co.  says  the  total  nuinbei 
of  U.S.    motel    looms   might    diop   next 
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National  Steel.  Serving  a  number  of 
f  solid  growth  markets  has  helped  us 
become  the  country's  third  largest 
steel  producer.  Containers  is  one  of 
our  favorites.  Even  when  money  is 
tight,  people  buy  food.  And  food  must 
be  canned  or  packaged  and  stored. 
Technology  that  we  developed  has 
led  to  thinner  steels  and  chromed 
steels  for  cans,  and  to  steel  that  can 
be  drawn  and  ironed  into  a  two- 
piece  can.  Maybe  that's  why  our 
steel  is  in  one  can  out  of  four.  Another 
of  our  divisions  produces  buildings 
that  store  farm  produce.  And  we  pro- 
vide aluminum  foil  for  food  packers. 
We're  really  in  the  container  market. 
From  grain  storage  bins  to  gum  wrap- 
pers. Progress  always  has  been  the 
National  interest. 


It's  time  you  heard  more  about  us.  Write  for  a  copy 
of  our  annual  report.  National  Steel  Corporation, 
2800  Grant  Bldg..  Pittsburgh.  Pa.  15219.  ® 


BETTE  DAVIS:  Winner  of  two  Academy  Awards. 


Two  one-of-a-kind  originals. 

Two  one-of-a-kind  originals:  BETTE  DAVIS,  one  of 
Hollywood's  most  revered  stars.  JIM  BEAM,  the 
world's  finest  Bourbon. 


80  PROOF  KENTUCKY  STRAIGHT  BOURBON  WHISKEY.  DISTILLED  AND  BOTTLED  BY       K^lll^^^-Pth^ 
THE  JAMES  B.  BEAM  DISTILLING  CO.,  CLERMONT.  BEAM.  KENTUCKY  \\"«  *«*«l*lB«! 


AUTUMN  ISLA 


Sea  Pines  Plantation  Dept  SVMF       Hilton  Head  lslfc«d.  SC.  2' ' 

For  reservations,  see  your  travel  agunt,  or  call  I912J.233  2 1 K6  ojrJ803)  In 
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year    for    the    first    time    in    history. 

And  foreign  hotels  appear  in  even 
worse  shape.  To  cite  just  one  exam- 
ple, three  of  Nassau's  best-known 
properties— the  Sonesta  Beach,  Hyatt 
Emerald  Beach  and  Halcyon  Balmoral 
—are  about  to  be  taken  oxer  by  the 
Bahamas  government  after  reportedly 
losing  around  $10  million  in  the  last 
few  years.  But  how  long  can  govern- 
ments prop  up  tourism  with  taxpay- 
ers' money?  On  the  other  hand,  what 
choice  do  governments  have  when 
they  rely  on  tourism  to  employ  the 
masses  and  attract  foreign  exchange? 

"The  consequences  of  overcapacity 
are  very  clear,"  says  Jerry  Jordan, 
head  of  North  American  operations  for 
Thomas  Cook,  Inc.,  the  giant  British 
travel  agency.  "One  can  hope  that 
we've  all  learned  a  lesson." 

However,  the  industry  can't  stop  on 
a  dime.  Consider  Las  Vegas,  the  U.S. 
No.  One  tourist  snare  and  tinsel  illu- 
sion. It's  off  from  last  year,  despite 
the  best  efforts  of  enthusiasts  like  Her- 
man Rubin  of  Bayside,  N.Y.,  who  told 
Forbes:  "My  money  isn't  worth  any- 
thing, so  I  may  as  well  throw  it  away." 
But  as  the  lines  at  the  hotels  shorten, 
the  lines  to  build  new  hotels  lengthen. 
Today,  over  50%  more  rooms— some 
18,000  units— are  to  be  added  within 
five  years. 

It's  the  same  story  in  other  aspects 
of  the  business.  When  Forbes  polled 
a  series  of  travel  agents  about  where 
they  were  seeking  growth,  most  of- 
fered the  same  facile  reply:  "That's 
easy;  we're  offering  more  tours  in  the 
hot  Mexican,  Californian  and  Canadi- 
an markets."  Unmistakable  forecast 
for  those  markets:  hot  and  crowded. 

The  Lure  Of  The  Crowded  Bus 

The  sudden  shift  in  tourism  away 
from  expensive,  faraway  places  has  a 
bright  side  for  domestic-based  busi- 
nesses that  sell  escapism  in  munch) 
bite-size  nuggets— charter  buses, 
cruise  ships,  theme  amusement  parks 
and  various  packaged  travel  tours. 

Buses  are  booming,  largely  because 
they  remain  (heap  in  an  increasingly 
costly  world.  You  can  travel  round 
trip  New  York  to  almost  anywhere, 
with  guides  and  motels  included,  foi 
under  $35  a  day.  You  can't  match 
that  price  traveling  by  bike.  An  awed 
Los  Angeles  travel  agent  says:  "You 
li.i\  e  to  know  someone  to  get  a  seat  on 
;i  bus  charter  these  days." 

Greyhound   is  adding  ;i   bus  a   d.i\ 
and    a    terminal    a    month,    and    lloli 
day  Inns' Continental  Tiailwa\  s  reports 
sales  up  20%.  Even  the  $50-a-da\    I  li 
fany    of    the    charter    bus    business, 

Tauck    Toms    of    Westport.    (  'onn..    ts 
enjoying  B  record  year.  Arthur  Tauek. 

w  ho  still  pei  son. ilh  waves  good  bye  to 

his   touts.   sa\  s        I  [otels   that    loi    \e.us 
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Why  the  sensible  Citation 
is  a  jet  instead  of  a  turboprop. 
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Look  before  you  leap.  That's  our 
motto. 

So— when  we  first  decided  to 
build  a  major  new  business  plane, 
we  naturally  noodled  with  a  lot  of 
different  ideas.  One  was  that  the 
Citation  might  be  a  turboprop. 

High  vs.  low 

Turboprops,  though,  have  to 
strain  to  hit  30,000  feet.  Which  is 
high  enough  to  clear  the  moun- 
tains, but  not  always  the  storms. 

A  jet,  on  the  other  hand,  can 
easily  zoom  seven  miles  high— 
where  the  sailing's  sunny. 

Score  one  for  a  jet. 

v*  Fast  vs.  slow 

Most  turboprops  begin  panting 
at  around  300  mph.  Even  the 
fastest  can't  reach  400  mph.  Any 
jet  can. 

No  contest.  Two  for  jets. 

Earplugs  or  no 

Propellers  are  functional 
enough.  Trouble  is,  no  matter  how 
many  blades  they  have,  they're 
also  noisy.  And  the  noise  and 
vibration  can  add  up  to  fatigue. 

Jets  don't  have  propellers. 

And  our  jet  would  merely  purr 


—  so  it  would  be  quieter  than  any 
turboprop  or  jet. 
Three  to  nothing. 

Short  fields  below 

The  ability  to  get  in  and  out  of 
short  airstrips  is  an  asset,  and, 
traditionally,  a  big  advantage  of 
turboprops  over  jets. 

But  we  knew  we  could  build  a 
jet  to  compete  with  turboprops  — 
and  even  beat  most  of  them.  It 
would  be  able  to  come  in  about  as 
slow,  but  climb  out  at  least  1,000 
feet  per  minute  faster.  And  it 
would  have  an  accelerate-stop- 
distance  considerably  shorter. 

We'll  be  kind.  Call  it  even. 

Get-up  and  go 

What  about  those  nice  little 
performance  margins?  The  ones 
that  make  life  a  bit  simpler,  and 
calmer,  for  pilots  of  jets? 

A  jet,  with  engines  on  the 
fuselage  instead  of  out  on  the 
wings,  would  have  no  asymmetric 
thrust  problem,  like  a  turboprop, 
in  the  event  of  single-engine 
operations.  And  it  could  still 
climb  800  feet  per  minute. 

Our  jet  would  have  no  "no-go" 
items  to  fuss  about. 


And,  of  course,  our  jet  would 
meet  the  more  stringent  FAR  25, 
like  a  commercial  jet  airliner. 

Yep.  Another  one  for  a  jet. 

Toss-up  on  dough 

OK.  What  about  money? 

Turboprops  are  supposed  to 
cost  less.  But.  We  figured  if  we  de- 
signed simple,  and  standardized 
everything,  we  could  build  a 
first-class  jet  that  would  be  priced 
under  a  turboprop  or  two. 

And,  since  a  faster,  techno- 
logically more-advanced  fanjet 
would  use  fuel  so  efficiently,  be 
simpler  to  maintain,  and  not  de- 
preciate so  rapidly,  its  total 
operating  cost  per  mile  could 
easily  be  less  than  a  turboprop' s. 

A  standoff. 

What  do  you  know! 

Not  even  a  very  tough  decision. 

Which  may  explain  why,  last 
year,  Cessna's  sensible  Citation  jet 
outsold  every  turboprop  model! 

More  details:  James  B.Taylor, 
VP,  Cessna,  Box  1107,  Dept.  J- 17 
Wichita,  Kansas  67201. 

ciTarian 

ft  Member  of  GAMA 


put  their  noses  in  the  air  at  tour  buses 
are  now  contacting  us.  It's  amazing.' 

While  the  liner  France  limps  to- 
ward its  last  transatlantic  crossing  in 
a  sea  of  red  ink,  short  cruises  around 
the  Caribbean  and  along  the  West 
Coast  seem  healthier  than  ever.  For 
$50  to  $75  a  day-roughly  the  cost 
of  a  long  car  trip— a  traveler  gets  a 
lot  of  food,  an  inevitable  funny  hat 
contest,  a  bingo  night  and  perhaps, 
best  of  all,  no  unpleasant  surprises. 
He  prepays  his  trip,  and  then  can  for- 
get about  the  monetary  fluctuations 
and  rampant  inflation  that  plague  the 
foreign  traveler  today. 

Ruthanne  Devlin,  Travel  Weekly's 
knowledgeable  shipping  writer,  says 
that  cruise  lines  like  Royal  Viking, 
Royal  Caribbean  and  Cunard,  which 
aren't  stuck  with  outmoded  transat- 
lantic albatrosses,  stand  to  be  increas- 
ingly profitable.  For  instance,  Sitmar, 
owned  by  a  Russian  emigrant  living 
in  Monte  Carlo,  was  forced  to  turn 
away  hundreds  of  West  Coast  custo- 
mers from  its  jam-packed  $700  to 
$1,680  Alaskan  runs  this  summer. 

The  nation's  35  leading  theme 
amusement  parks  are  said  to  be  out- 
drawing  professional  football,  basket- 
ball, hockey  and  baseball  combined. 
A  number  of  major  corporations  are 
in  the  business,  including  NLT  Corp., 
Taft  Broadcasting,  Penn  Central, 
Newhall  Land  &  Farming  and  Marriott, 


which  just  offered  $54  mn nun  in  stock 
—or  roughly  15  times  earnings— for 
Cedar  Point  on  Lake  Erie  between 
Cleveland  and  Toledo. 

But  even  the  park  business  seems 
on  a  collision  course  with  that  old 
tourist  trap— overcapacity.  Attendance 
at  19-year-old  Disneyland  is  down 
4.6%  this  year,  while  crowds  flock  to 
far  inferior  but  newer  Southern  Cal- 
ifornia competitors. 

Last  Resort 

Meanwhile,  those  still  determined  to 
travel  long  distances  are  taking  some 
uncertainty  out  of  their  trips  by  buy- 
ing packaged  tours  through  the  na- 
tion's 10,000  retail  travel  agents. 
Often  the  tourist  ends  up  paying  10% 
to  25%  more  than  he  would  if  he  made 
his  own  airline,  hotel  and  food  ar- 
rangements. But  again,  as  with 
cruises,  he  pays  in  advance  and  elim- 
inates a  lot  of  worry.  Bowing  to  the 
inevitable,  even  the  Ritz  of  Paris  has 
decided  to  accept  tours. 

The  trend  to  tours  is  welcome  news 
to  the  concerned  executives  at  such 
travel  behemoths  as  Thomas  Cook  and 
American  Express.  But  it  comes  too 
late  for  Britain's  Court  Line,  which 
just  went  bust  stranding  50,000  tour- 
ists all  over  the  world  and  disrupting 
the  plans  of  100,000  others  who  had 
prepaid  for  upcoming  vacations. 

Who  will  benefit  the  most  from  the 


"If  This  Is  Belgium,  I  Must  Be  Broke" 


We  wired  a  not-so-small  fortune  to 
Charlotte  Omohundro  of  our  London 
Bureau  and  sent  her  touring.  Here  is 
her  report: 

Officially,  European  travel  is  off 
about  20%.  But  in  the  hotels,  restau- 
rants and  cafes  of  the  larger  cities, 
the  people  insist  it's  worse  than  that. 
It  certainly  seems  worse. 

In  fact,  I  had  trouble  finding  many 
American   tourists.    For  instance,   one 


hot  Thursday  afternoon,  I  ducked  in- 
to the  air-conditioned  American  Ex- 
press office  around  the  corner  from 
Rome's  normally  congested  Spanish 
Steps  and  to  my  surprise,  the  pi 
was  deserted. 

The  next  night  I  went  to  Alfredo's, 
where  the  serenading  violinist  knows 
a  song  for  every  state  in  the  union. 
But  that  night  the  big  song  was 
"Saypnara,"  for  all  the  Japanese  who 
had  come  to  dine 

The  people  I  did  find  were  lull  of 
complaints.  The  Europeans,  for  open- 
ers, said  the  tourists  weren't  spending 
enough,  especially  the  penny-pinch- 
ing Americans.  At  the  Hotel  Splen 
dide,  a  few  yards  from  the  Arc  de 
Triomphe,  the  night  porter  working 
the  bar  said:  "We  have  a  famous  bar- 
man named  Georges.  Everyone  con 
to  ask  for  Georges,  the  confidant  of 
tout  Paris,  lint  this  year,  for  the  first 
time,  Georges  went  on  holiday.  The 
tips  were  so  low,  it  wasn't  worth  it." 

For  their  part,  the  tourists  com 
plain  that  everything  costs  too  much. 
They  have  a  point.  A  beer  on  the 
Champs  Elysees  or  the  Via  Veneto 
will  cost  $1.50.  A  beastly  bistro  dinner 
in   the   Montmartre   tourist   area   runs 


new  home-sweet-home  travel  pattern'J 
Even  more  than  buses,  cruises  and  the 
like?  A  good  bet  is  our  own  Govern- 
ment, which  is  straining  to  balance 
its  international  payments  in  order  to 
dampen  inflation.  A  world  in  which 
Americans  shun  costly  Europe  and 
well-heeled  Germans  and  others  fly 
here  for  bargains  may  strike  the  av- 
erage citizen  as  depressing,  but  it's 
good  news  to  government  economists. 
Already  West  Germany,  a  nation  of 
only  65  million,  has  supplanted  the 
U.S.  as  the  No.  One  tourist  spender— 
$6.5  billion  to  $5.4  billion  in  1973. 
So  far  this  year  U.S.  passport  appli- 
cations are  down  over  12%.  Overseas 
visitors  here  are  up  around  10%.  And 
current  projections  are  that  our  bal- 
ance-of-payments  deficit  from  tour- 
ism will  narrow  this  year,  down  from 
$2.9  billion  in  1973  and  $3.2  billion 
in  1972. 

Sucking  on  his  cracked  pipe,  noted 
travel  consultant  Somerset  Waters  dis- 
cussed for  some  time  the  conflicting 
details  that  have  put  tourism  in  tur- 
moil. His  conclusion  is  that  the  urge 
to  travel  will  not  diminish,  so  people 
will  continue  to  go  somewhere.  In 
summing  up,  he  reached  for  an  open 
book  on  his  cluttered  desk  and  read 
from  a  poem  by  John  Dryden:  "Fain 
would  I  travel  to  some  future  shore,  so 
might  I  myself  restore." 

That  is.  if  you  can  still  afford  it.  ■ 


about  $20  for  two.  That  is.  if  you 
have  about  the  cheapest  appetizer  and 
entree  and  one  bottle  of  wine,  no 
coffee  or  desert. 

At  famous  two-star  Lucas-Carton, 
the  waiters  were  doing  the  restaurant 
shuffle,  shifting  their  weight  from  one 
foot  to  the  other  as  they  stared  it  .i 
roomful  of  empty  tables.  Lunches  foa 
two  there  can  cost  $80  to  $100-eas\' 

Shopping  isn't  much  fun  cithei  an) 
more.  Vendors  at  the  leather  stalls 
near  the  Rome  train  station  begin  cut- 
ting prices  the  minute  you  look  at  .i 
price  tag.  Hut  even  then,  the  goods 
aren't  bargains. 

A  New  York  psychoanalyst   in  hei 

mid-twenties,  who  (nines  (..  Kuiope 
often  tot  Iki  ego  ("It's  easy  to  meet 
men    here"),   said:    "I    brought    $2,000 

for    two    months,    and    I'm    ahead) 

through  $1,000  in  three  weeks.'  Mill 
Im  i     few     weeks    were    memorable:     "I 

was  in  Italy  when  terrorists  bombed 
the  train   [killing   12].'    Before  that 

she  was  in  Alliens  arriving  |usl  ,is 
(  !)  i ii us  was  invaded. 

A  touring  businessm.in  summed  il 
up:      Tin   not   coming  back   here   until 

I  have  a  chauffeur  and  can  afford  t<> 
spend  $2,500  ..  week      ■ 
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"If  your  house  is 
insured  at  yesterday  § 

prices,  just  hope  it 

doesn't  burn  down 
tomorrow" 


'inflation  has  raised  the  price  of  almost 
everything.  Which  means  it  would  undoubtedly  cost 
significantly  more  to  replace  or  restore  the  things  you 
own  than  your  insurance  was  written  to  provide. 

"That's  why  it's  vitally  important  for  you  to 
make  sure  your  personal  or  commercial  property  and 
casualty  insurance  coverage  keeps  up  with  inflation. 

"No  matter  which  company  provides  your 
coverage,  oufs  or  anybody  else's,  you  should  have  your 
coverage  reevaluated.  If  your  insurance  is  handled 
by  an  independent  agent  or  broker,  he  or  she  is 
especially  qualified  to  advise  you.  Because 
independent  agents  and  brokers  are  local,  professional 
business  people,  and  they  are  very  much  aware  of 
how  inflation  is  affecting  your  community  in  particular. 

"If  you  don't  have  an  independent  agent  or 


Robert  J.  Derr,  President 
Industrial  Indemnity  Company 


broker  and  you'd  like  to  talk  to  one,  just  call  800-447-4700 
toll-free.  We  will  give  you  the  name  of  an  independent 
agent  or  broker  near  you  who  represents  us  and  other 
insurance  companies  as  well. 

"We're  glad  to  recommend  them,  even 
though  they  may  not  always  recommend  us!' 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 


Stocks 

That 

Can 

Compete 

With 

Bonds 


High  interest  rates  have  been 
sucking  money  out  of  the  stock 
market,  contributing  greatly  to  the 
1973-74  bear  market.  Many  peo- 
ple are  asking  themselves:  "Why 
should  we  take  risks  in  stocks 
when  we  can  get  8%,  9%,  even 
10%  and  better  with  safety  in  bonds 
or  notes  or  CDs?" 

Meanwhile,  however,  changes 
have  also  been  taking  place  on  the 
equities  side.  Corporate  profits 
have  remained  high  or  gone  high- 
er, and  dividends  have  been  rising. 
Both  as  a  result  of  these  higher 
dividends  and  of  lower  stock  prices, 
many  common  stocks  now  yield 
nearly  as  much  as  bonds  and  notes 
—and  much  more  than  savings 
accounts. 

At  right  is  a  list  of  41  Big  Board 
common  stocks,  in  five  industry 
categories  plus  a  miscellaneous 
group,  that  now  yield  8.5%  or  bet- 
ter. They  are  substantial  compa- 
nies: All  appeared  in  Forbes'  An- 
nual Report  on  American  Indus- 
try (Jan.  1)  except  one,  oil 
giant  Royal  Dutch  Petroleum.  In 
each  case  the  dividend  is  well  pro- 
tected; every  stock  on  the  list  is 
earning  at  least  twice  its  dividend. 

Are  such  stocks  a  sound  alterna- 
tive to  bonds  or  notes  or  certificates 
of  deposit?  It  depends  on  your 
assumptions.  If  you  expect  a  ma- 
jor depression  or  runaway  infla- 
tion, the  answer  is  almost  certain- 
ly no.  In  either  case,  the  divi- 
dends might  be  in  jeopardy  and 
the  stocks  liable  to  further  sharp 
declines. 

But  if  your  assumptions  are 
more  moderate,  if  you  expect  only 
a  mild  economic  decline  and  a 
slowing  of  inflation,  many  of  these 
stocks  could  turn  out  to  be  excel- 
lent buys.  Their  dividends  would 
be  quite  safe  under  your  assump- 
tions, they  would  have  the  poten- 
tial of  excellent  capital  gains  and 
you  would  be  earning  a  good  re- 
turn while  you  were  waiting.  ■ 


Company 


Yield 


1073-74 

Latest 

Ind. 

Recent 

Price 

12-mo. 

Ann'l  Cover 

Price 

Range 

EPS 

Div'd     age* 

Automotive 


Fruehauf 

Sheller-Globe 
Uniroyal 


8.8%      20%        34%-18% 

8.8  6%        23%-  5% 

8.9  7%     c16     -  7% 


$3.99  $1.80  2.2 
1.43  0.56  2.6 
1.50         0.70       2.1 


Banks  &  Financial 


Benefirial  Corp 
Charter  NY 
Chemical  NY 
IN  A  Corp 
Union  Bancorp 


8.5 

14% 

53     -13% 

3.44 

1.25 

2.8 

9.1 

21% 

35% -20% 

4.14 

2.00 

2.1 

8.5 

33% 

54V8-311A 

5.67 

2.88 

2.0 

9.3 

22  % 

49% -22 

4.25 

2.10 

2.0 

9.5 

8% 

18%-  8% 

1.91 

0.84 

2.3 

Rails 


Illinois  Central 
Norfolk  &  Western 
St  Louis-San  Fran 
Seaboard  Coast  Line 


8.7 

14% 

29     -14Ve 

3.45 

1.30 

2.7 

8.8 

561/2 

80% -53% 

11.06 

5.00 

2.2 

8.9 

28 

46V4-24 

5.36 

2.50 

2.1 

8.5 

25% 

49% -19% 

6.40 

2.20 

2.9 

Textiles,  Apparel,  Retail 


Collins  &  Aikman 

9.3 

6 

18%-   51A 

1.15 

0.56 

2.1 

Fieldcrest  Mills 

9.3 

15 

27% -13% 

3.05 

1.40 

2.2 

Garfinckel,  Brooks  Bros. 

8.8 

10% 

27     -10% 

1.96 

0.96 

2.0 

Hart  Schaffner  &  Marx 

9.4 

9% 

29%-   7% 

1.78 

0.88 

2.0 

Jonathan  Logan 

9.7 

8% 

6IV2-   7% 

2.12 

0.80 

2.7 

Rapid-American 

12.5 

8 

21      -   7% 

2.33 

1.00 

2.3 

Riegel  Textile 

9.1 

13 'A 

20% -12 

3.70 

1.20 

3.1 

J.  P.  Stevens 

8.9 

13V2 

17%-11!',,, 

3.13 

1.20 

2.6 

Warnaco 

8.6 

9% 

2OV2-  8% 

2.45 

0.80 

3.1 

Woolworth 

9.2 

13 

31% -12% 

2.97 

1.20 

2.5 

Utilities 


Con  Edison 
El  Paso  Co. 
Peoples  Gas 
So  Calif  Edison 


9.7 

8V4 

26     -  6 

2.18 

0.80 

2.7 

8.9 

11% 

21      -10% 

2.43 

1.00 

2.4 

8.8 

26% 

39%-23% 

4.65 

2.36 

2.0 

9.1 

I8V2 

28% -17% 

3.65 

1.68 

2.2 

Other  Industrials 


American  Can  8.5  25%  34% -24  4.33  2.20  2.0 

AMF  8.6  14%  57% -1.3  2.66  1.24  2.1 

Celanese  8.8  32  421A-25  6.12  2  80  2.2 

Dayco  8.8  13  19% -12  1.06  1.14  2.7 

Flintkote  8.5  13%  25%    13  2.82  1.16  24 

Houdaille  10.0  9  16%-  8  2.14  0.90  '  l 

Insilco  9.8  7%  15  I.59  0.70  2.3 

McLouth  Steel  8.6  28  2<>'/8-14%  5.27  2.40  2.2 

Natl  Service  Inds  8.6  8%  28%-  8  1.58  0.72  2.2 

Republic  Steel  8.9  24%  10% -19%  6.1  2.20 

Rexnord  8.6  12%  29%-12%  2.42  I  OH  2.2 

Royal  Dutch  Pet  9.1  30%  46% -26%  1103  80  <  9 

Scovill  Mtg  8.5  11%  28% -10%  2.43  1.00 

Talley  Industries  10.2  5%  11%-  5  130  0.60  !   ! 

U.S.  Industries  11.8  6%  21%-   5  1. 70  072  2.4 


'Lo'est  12-monlh  earnings  per  shore  divided  by  indicoled  onnuol  dividend 
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A  World  They  Never  Made 

Holiday  Inns  grew  up  in  an  age  that  traveled  more 
every  year.  Now  a  new  gray  dawn  is  breaking. 


Holiday  Inns  was  built  on  the  im- 
plicit assumption  that  the  world  was 
becoming  a  giant-sized  playground, 
filled  with  people  who  had  more  and 
more  time  and  money  to  spend  on 
fun  and  travel.  In  this  world,  growth 
was  endless.  All  the  company  had  to 
do  was  build  its  brand  of  placidly 
pleasant  hotels,  multiplying  at  the  rate 
of  around  100  a  year.  By  the  end  of 
last  year  the  company  had  more  hotels 
than  anyone  else,  1,591  of  them  ring- 
ing the  globe. 

Only  this  is  not  the  world  Holiday 
Inns  now  lives  in.  At  best,  the  travel 
market  is  no  longer  growing.  At 
worst,  it  is  shrinking  because  of  the 
gasoline  prices,  inflation,  and  a  fear  of 
a  deeper  recession  (see  story,  p.  44). 
How  is  Holiday  Inns  adjusting  to  this 
new  world?  Can  it  find  new  growth 
in  a  static  market?  Or  will  it  follow 
the  well-traveled  path  of  other  now- 
tarnished  growth  companies? 

To  begin  with,  Holiday  Inns  never 
expected  its  old  world  to  disappear. 
Last  December,  when  it  was  hard  to 
get  gasoline  even  from  your  friendly 
service  station  dealer,  Holiday  Inns 
and  its  2,100  franchisers  were  busy 
building  137  new  hotels.  Their  plan 


was  to  do  just  what  they  had  done 
in  1972  and  1973:  open  a  new  hotel 
every  three  days  or  a  new  room  every 
36  minutes.  In  addition,  the  company 
was  expanding  the  production  capaci- 
ty of  some  of  its  manufacturing  com- 
panies, which  make  such  things  as 
furniture  used  in  Holiday  Inns  hotels. 
In  no  way  was  the  company  ready 
for  a  slowdown  in  business. 

But  it  came  anyway.  In  October 
the  occupancy  rate  of  the  company's 
305  owned  hotels,  a  key  indicator  of 
a  hotel's  health,  slipped  from  71%  to 
a  low  of  58%  in  January.  Then  fran- 
chisers began  to  cut  back  on  their 
own  expansion  plans,  and  the  com- 
pany's products  division  was  caught 
with  excess  manufacturing  capacity 
and  high  cost  raw  materials.  As  a  re- 
sult, in  the  first  half  of  the  year  the 
company's  operating  profits  slipped 
39%,  to  $21.9  million,  on  an  11%  in- 
crease in  sales  to  $467  million. 

More  Time 

Caught  unprepared  for  its  new 
world,  Holiday  Inns  may  well  be  get- 
ting a  reprieve.  Businessmen  account 
for  roughly  two-thirds  of  the  compa- 
ny's  hotel    customers,    and   they   are 


once  again  out  on  the  road.  Swollen 
by  vacation  travel,  occupancy  rates 
at  the  company's  hotels  climbed  to  a 
more  normal  81%  by  July. 

Holiday  Inns  also  owns  Continental 
Trailways,  Inc.,  which  it  bought  back 
in  1969  as  part  of  TCO  Inc.  for  $180 
million  in  stock.  Bight  now  Continen- 
tal, which  has  been  troubled  by  a 
drivers'  strike  on  its  New  York  City  to 
Washington,  D.C.  routes  since  1972, 
looks  like  it  could  be  the  company's 
ace  in  the  hole.  Last  year  Continental 
had  an  operating  profit  of  $21  million. 
This  year  it  is  expected  to  do  much 
better,  because  of  increased  bus  trav- 
el and  resumption  of  the  New  York 
to  Washington,  D.C.  runs  using  non- 
striking  drivers. 

All  together,  Holiday  Inns  should 
get  through  this  year  in  fairly  good 
shape.  But  the  company's  affable 
chairman  and  founder,  Kemmons  Wil- 
son, is  not  happy  about  Holiday  Inns' 
new  world.  Sitting  in  his  paper-clut- 
tered office  in  Memphis,  Wilson,  61, 
wraps  his  thick  fingers  around  a  glass 
of  Tab  and  explains  what  he  thinks 
the  company's  future  expansion  will 
be  like.  Says  Wilson:  "As  I  heard 
someone  say  yesterday,  it  won't  be  on 
a  shotgun  basis,  as  it  was.  It  will  be 
on  a  rifle  basis." 

This  is  indeed  a  new  world  for 
Wilson.  When  he  started  the  compa- 
ny in  1952  the  Interstate  Highway 
System  was  just  being  talked  about, 
and  the  downtown,  airport  and  for- 
eign markets  were  yet  to  be  tapped. 


Back  To  School.  One  way  Holiday  Inns 
became  as  profitable  as  it  did  was 
by  teaching  its  innkeepers  and  their 
employees,  those  from  franchised  as 
well  as  company-owned  hotels, 
the  simplest  things.  At  the  company's 
Holiday  Inns  University  at  Olive 
Branch,  Miss,  (bottom  right)  they  are 
taught  everything  from  bed-making 
(left)  to  food  service  (right)  and 
the  fundamentals  of  running  a  business 
(bottom  left).  Who  pays  for  the  course? 
You  do.  Each  Holiday  Inn  contributes  a 
penny  per  room  per  night  to  the 
operating  budget  of  the  university. 


Is  exporting  your  intention? 
You  need  the  3rd  dimension. 


,:s 


No  matter  what 
product  you  make,  no 
matter  what  services 
you  offer,  there  are 
three  ways  FCIA  can 
help  you  to  successfully 
export  them.  We  call 
them  the  third 
dimension  in  credit 
flexibility. 

First,  in  more  than 
140  countries  around 
the  globe,  an  FCIA 
policy  is  protection 
against  the  loss  of  dollar 
obligations  due  to 
commercial  or  political 
risks. 

Second,  here  at 
home,  an  FCIA  policy 
is  recognized  as 
collateral  towards  more 
flexible  financing  by 
financial  institutions. 
(That's  because  FCIA  is 
backed  by  53  of  our 
country's  leading 
marine,  property  and 
casualty  insurance 
companies  and  by  the 
Export-Import  Bank  of 


the  United  States, 
Eximbank.) 

Third,  FCIA 
insurance  lets  you 
extend  selling  terms  to 
your  overseas 
customers,  thus  making 
your  product  more 
competitive  and 
increasing  your  sales. 

With  your  credit 
risks  eliminated  and 
with  help  available  for 
financing  your 
receivables,  you  are 
ready  to  compete  with 
other  exporters  and 
foreign  suppliers.  Or, 
another  way  of  putting 
it  is,  with  FCIA,  your 
profits  abroad  might  be 
even  better  than  your 
profits  at  home. 

FClfl 

Foreign  Credit  Insurance  Association 
Headquarters  Office: 
One  World  Trade  Center, 
New  York.  N.Y.  10048 
Regional  Offices:  Atlanta.  Chicago. 
Cleveland,  Houston.  Los  Angeles. 
Milwaukee.  San  Francisco. 
Washington.  D.C. 


the  man  you  want 

to  succeed 

reads 

Forbes 


Now  many  of  these  markets  are  either 
saturated  or  have  become  unattrac- 
tive because  of  urban  blight  and  high 
crime.  To  complicate  matters,  con- 
struction costs  have  risen  rapidly. 
Four  years  ago  it  cost  $13,500  per 
room  to  build  a  two-  to  four-story 
hotel.  Now  it  costs  $16,000.  So 
everybody  is  cutting  back  this  year. 
The  company  and  its  franchisers  are 
scheduled  to  build  around  91  hotels, 
cbut  there  may  well  be  fewer.  Ap- 
proximately 10%  of  them  will  re- 
place older  hotels  that  are  scheduled 
to  be  closed. 

But  Wilson  doesn't  want  to  be 
caught  flat-footed  again.  He  has  re- 
shuffled his  management  team  partly 
to  implement  a  new  marketing  strat- 
egy designed  to  increase  both  occu- 
pancy rates  and  restaurant  revenues 
in  existing  hotels. 

Try  A  Minivacation 

A  key  element  in  the  new  market- 
ing strategy  is  building  weekend  fam- 
ily traffic.  To  do  this,  the  company  is 
going  to  add  enclosed  recreation  cen- 
ters to  old  hotels  and  include  them 
in  most  new  ones.  These  centers, 
which  will  cost  between  $400,000  and 
$500,000,  will  include  a  swimming 
pool,  sauna  bath  and  other  such  ame- 
nities normally  found  at  resort  hotels. 
Claims  Wilson:  "We  have  around  35 
of  them  in  the  system.  What  we  have 
found  out  is  that  the  centers  create 
minivacations." 

Wilson  is  not  neglecting  the  fran- 
chiser either.  With  good  reason.  Fran- 
chise revenues  amounted  to  an  esti- 
mated $26  million  last  year.  To  help 
franchisers  increase  their  revenues, 
Wilson  is,  among  other  things,  send- 
ing his  marketing  man  out  to  help 
them  sell  package  deals  to  convention 
and  business  groups. 

A  new  source  of  income  is  being 
added  to  the  mix,  too.  Like  other  ho- 
telmen,  Wilson  is  signing  up  hotel 
management  contracts.  Some  of  the 
hotels  may  not  even  be  known  as 
Holiday  Inns.  Under  such  contracts, 
the  company  will  run  the  hotel,  and 
in  return  will  receive  a  fee  based  on 
gross  revenues  and  a  percentage  of 
operating  profits.  Already  Holiday 
Inns  has  12  of  these  contracts.  It 
could  pick  up  another  eight  contracts 
later  this  year  and  possibly  20  more 
next  year. 

Clearly,  Wilson  and  the  rest  of  Noli 
day  Inns  management  were  surprised 
when  their  old  world  ended,  and  tli<\ 
get    no   points    lor   that.   They   do   ^<'t 

points  for  reacting  vigorously  to  bu 
commodate  to  the  new  environment  in 

which  they  find  themselves.   Imt  the 

reaction  should  not  only  be  vigOTOUS; 
it  should  also  be  Successful.  W  ill  it 
be?  Thai  remains  to  be  seen.  ■ 
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The  Numbers  Game 


The  New  York  Roller  Coaster 


"Just  about  every  time  you  propose 
anything,  the  insurance  companies 
say  it'll  be  the  downfall  of  the  world," 
said  Lawrence  O.  Monin,  first  deputy 
superintendent  of  the  New  York  State 
Insurance  Department. 

Well,  the  new  accounting  meth- 
ods recently  proposed  by  your  de- 
partment would  force  insurance  com- 
panies to  write  down  reported  earn- 
ing rather  drastically  this  year, 
wouldn't  they?  we  asked. 

Oh,  yes,  Monin  replied  calmly.  The 
proposal  would  amount  to  a  radical 
departure  from  existing  accounting 
methods.  To  begin  with,  reported 
earnings  would  have  to  include  un- 
realized capital  gains  or  losses  in  the 
insurance  company's  investment  port- 
folio at  the  year's  end. 

Now  just  bounce  that  one  off  an 
insurance  man! 

"It  would  unleash  a  cancerous 
growth  of  misleading,  inaccurate 
data!"  cried  Alfred  J.  Bohlinger,  leg- 
islative counsel  for  the  National  As- 
sociation of  Independent  Insurers  and 
a  former  superintendent  of  the  New 
York  State  Insurance  Department. 

"It  could  jeopardize  the  financial 
stability  of  insurance  companies," 
warned  John  Thompson,  assistant 
controller  of  the  Insurance  Co.  of 
North  America. 

"Nobody  considers  that  part  of  prof- 
its," protested  Phillip  Schwartz  of  the 
American  Insurance  Association.  "Un- 
realized capital  gains  can  disappear. 
It's  like  inventory  that  hasn't  been 
sold  yet.  That's  not  profits." 

A  valid  point,  we  thought.  Of 
course,  unsold  securities  in  an  insur- 
ance company's  portfolios  are  like  un- 
sold inventory  for  a  manufacturing 
company.      Conservative     accounting 


seeks  to  minimize  the  impact  of  fluc- 
tuating inventory  value  on  a  manu- 
facturing company's  earnings.  Yet  the 
New  York  proposal  would  have  just 
the  opposite  effect  for  insurance  com- 
panies. We  tried  that  reasoning  on 
Pennsylvania's  former  insurance  com- 
missioner, Herbert  Denenberg,  an 
enthusiastic  supporter  of  the  New 
York  proposal. 

"If  you  ignore  capital  gains  and 
losses,"  he  replied,  "then,  even  though 
it  is  an  important  part  of  the  opera- 
tion, it  is  not  going  to  be  taken  into 
account  until  the  stock  is  sold,  which 
may  be  100  years  from  now.  If  you 
really  want  to  measure  profitability, 
then  this  is  part  of  it." 

Subjective  Profits? 

Larry  Monin  expanded  on  that 
point:  "The  logic  of  including  un- 
realized capital  gains,"  he  explained, 
"is  that  otherwise  you  allow  the  com- 
pany to  decide  what  profit  it  is  going 
to  have.  The  management  of  a  com- 
pany may  decide  on  Dec.  31  to  sell 
certain  stocks  and  bonds  and  reduce 
its  profit  for  the  year  or  vice  versa. 
It  makes  profits  subjective,  rather  than 
objective." 

Robert  Bailey,  director  of  statistical 
services  of  the  National  Association 
of  Insurance  Commissioners,  refined 
that  point  still  further  for  us.  The 
traditional  approach  of  not  including 
unrealized  capital  gains  and  losses  in 
earnings  violated  the  fundamental 
"matching"  principle  of  accounting: 
Current  costs  should  be  matched  with 
current  revenues.  Said  he:  "My  per- 
sonal opinion  is  that  realized  and  un- 
realized capital  gains  have  to  be 
treated  together,  not  separately.  Real- 
ized capital  gains  are  realized  in  the 


sense  that  the  securities  were  sold 
this  year,  but  the  amount  is  the  dif- 
ference between  the  sale  price  and 
the  acquisition  price,  which  may  have 
been  ten  years  ago.  So  the  realized 
gains  were  not  entirely  earned  this 
year.  Secondly,  there  is  a  great  deal 
of  control  by  the  company  as  to  tim- 
ing—when the  gains  are  realized." 

Also  a  valid  point,  we  thought.  Just 
take  International  Telephone  &  Tele- 
graph's Hartford  Fire  subsidiary,  for 
example.  Realized  capital  gains  added 
45%  to  1973's  net  income.  Convenient 
timing,  you  might  say. 

Still,  wouldn't  inclusion  of  unreal- 
ized capital  gains  and  losses  cause 
wild  swings  in  insurance  company 
earnings?  Either  overstating  or  under- 
stating year-end  results? 

"We  recognize  that  there  will  be 
tremendous  ups  and  downs,"  Monin 
answered,  handing  us  the  chart  at 
the  bottom  of  the  page.  "And  yes,  it 
would  overstate  or  understate  cash 
flow.  But  it  would  not  overstate  or 
understate  the  total  worth  of  a  com- 
pany. You  just  tell  what  happened. 
If  it's  less  valuable  than  it  was  the 
year  before,  you  should  say  so." 

Wild  swings  in  earnings?  "That's 
the  nature  of  the  business,"  said  Den- 
enberg. "You  want  to  view  reality, 
and  that's  what  the  reality  is  in  the 
insurance  industry." 

"Of  course,  none  of  this  stuff  can 
be  used  for  short-term  purposes,"  add- 
ed Monin.  "You  have  to  look  at  it 
over  the  long  run— five  to  ten  years." 

Aha!  say  critics  of  the  New  York 
proposal.  That's  just  the  point.  This 
type  of  reporting  will  be  seized  upon 
in  good  years  as  an  excuse  to  cut 
premium  rates,  and  ignored  in  bad 
years.  And,  of  course,  the  unsophisti- 
cated will  be  misled.  "The  regulator 
has  to  think  whether  people  will  be 
misled  and  draw  facile  and  incorrect 


Two  Ways  of 
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' 

1973 

^ 
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on 

on 

Company 

Formula 

($000's) 

Premiums 

Assets 

Net  Worth 

(SOOO'sj 

Premiums 

Assets 

Net  Worth 

Aetna  Cas.  & 

NAIC 

43,146 

3.9% 

2.0% 

8.3% 

63,646 

5.4% 

3.0% 

16.1% 

Surety 

NY 

113,306 

10.1 

5.2 

21.8 

(38,532) 

(3.2) 

(1.8) 

(9.7) 

Hartford  Fire 

NAIC 

72,134 

11.5 

3.9 

9.8 

61,523 

8.8 

3.6 

11.0 

Insurance  (ITT) 

NY 

184,776 

29.4 

10.1 

25.2 

(113,194) 

(16.21 

(6.6) 

(20.2) 

Home  Insurance 

NAIC 

52,849 

8.3 

3.6 

14.0 

51,049 

7.8 

3.6 

16.1 

(City  Investing) 

NY 

51,432 

8.1 

3.5 

13.7 

(23,181) 

(3.5) 

(1.6) 

(7.3) 

Ins.  Co.  of 

NAIC 

117,389 

11.9 

5.3 

17.1 

99,070 

9.2 

4.5 

16.8 

No.  America 

NY 

179,778 

18.2 

8.1 

26.2 

(24,285) 

(2.3) 

(1.1) 

(4.1) 

Travelers 

NAIC 

48,051 

4.6 

2.5 

11.0 

61,454 

5.8 

3.2 

17.2 

Indemnity 

NY 

80,845 

7.8 

4.3 

18.5 

(4,280) 

(0.4) 

(0.2) 

(1.2) 

Source:  New  York  Stole  lr 
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This  announcement  appears  as  a  matter  of  record. 

VOLVO 

©1973    VOLVO    OF    AMERICA    CORPORATION. 

1.5  million  square  foot 

New  Car  Assembly  Plant 
Chesapeake,  Va. 


The  undersigned  assisted  in  locating  this  plant  in 
Virginia,  and  would  welcome  the  opportunity  to 
present  our  State's  advantages  to  your  company. 

Virginia  Division  of 
Industrial  Development 

Frank  Alspaugh,  Director 

The  Governor's  Office.  1010  State  Office  Building 

Richmond.Virginia  23219 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free 'LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


Address. 
City 


.State. 


Zip- 


. Phone. 


Capital 
Financial 

Services 

DEPT.   F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •      •      •      • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.WILSON 

P.O.  Box  1317-FO 
Roswell,  New  Mexico  88201 
Area  Code  505—623-0507 


The  Numbers  Game 


conclusions,'  cautioned  Dr.  Irving 
Plotkin  of  the  consulting  firm  of  A.D. 
Little,  "or  whether  ambitious  politi- 
cians might  misuse  these  figures." 

What  mainly  concerned  Plotkin  and 
others  in  this  regard  was  the  second 
part  of  the  New  York  proposal:  that 
insurance  company  net  worth  and  in- 
come he  reported  by  state  and  by 
line  of  business— auto  insurance,  fire 
insurance,  etc.  The  effect,  of  course, 
would  be  a  forced  disclosure  of  prod- 
uct line  rates  of  return— something  re- 
quired of  no  other  industry. 

Net  Worth  Is  Indivisible 

"The  net  worth  stands  jointly  and 
severally  behind  all  lines,"  argued 
Plotkin.  "It  was  not  contributed  In 
any  one  line.  A  portion  of  it  was 
contributed  not  only  by  stockholders 
but  also  by  reinvestment  of  earnings. 
And  it  would  go  on  producing  invest- 
ment income  even  if  the  line  ceased 
to  be  written— if  no  more  automobiles 
were  insured,  for  example." 

As  for  income  breakdowns,  Plot- 
kin preferred  to  let  insurance  compa- 
nies decide  how  that  would  be  re- 
ported, as  required  under  NAIC  reg- 
ulations, for  example.  But  he  opposed  | 
the  stiffer  New  York  proposal,  which 
would  decide  that  for  the  company. 
In  effect,  the  New  York  approach 
would  determine  income  by  allocating 
all  investment  income  to  a  line  of  busi- 
ness based  on  reserves  and  premiums. 
Thus  net  worth  and  investment  in- 
come would  be  allocated  between 
lines  of  business  according  to  the  re- 
serves assigned  to  that  line.  They  j 
would  be  further  allocated  by  state, 
depending  on  premium  volume. 

The  companies  are  also  up  in  .inns 
over  New  York's  intention  to  allocate 
all  investment  income  to  a  line  ol 
business  rather  titan  assign  sonic  di- 
rectly to  net  worth,  .is  the  NAIC  al-  I 
lows.  "You've  got  stockholders  who 
invested  money  and  they  are  nol  being  j 
considered,"  says  AIA's  Schwartz.. 
"New  York  is  saying  that  all  this  in- 
come was  generated  In  lines.  We're 
saying,  'Hey,  yon  left  somebodx  nut!'' 

Well,  we  thought,  New  York  was 

certainly    living    up    to    its    reputation 
of  being   the    toughest    insurance   leg-   J 
ulator    in    the    country.    In    a    thorny 
debate  like  tins  with  sound  arguments    ! 
to   be   made   on   both   sides,   sonic   sort 

ol  i promise  seemed  Inevitable. 

Hut     regardless    of     who    emerges 
victorious    From    the   battle,    the    New 
York  State  Insurance  Department  de 
serves   a    lot    ol    credit    loi    trying    to 
come   to   grips   with    an   obviouslj    mi 

satisfactory  status  quo.  ■ 
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Municipal 
Bonds 

area 

big  issue 


Portfolio  managers  from  all  over  take 

advantage  of  the  Municipal  Bond  market  in 

Minneapolis.  And,  the  First  National  Bank  of 

Minneapolis  has  a  lot  to  do  with  it. 

It  begins  with  people.  Professionals  who 

work  individually  and  collectively  to  insure 

maximum 

portfolio  performance. 

They're  backed  by  the 

best  technological  and 

financial  resources 

available.  That's  why  we 

can  promise  you  what 

you  want.  Growth. 

We're  big.  We're 

growing.  And  we're 

committed  to  provide 

you  with  the  best 


Municipal  Bond  service  in  the  country. 
Challenge  us.  Call:  (612)  370-4425.  ' 

We're  the  First  National  Bank  of  Minneapolis. 
The  big  issue  in  Municipal  Bonds. 


First 
Minneapolis 

Municipal  Bond  Division 

First  National  Bank  of  Minneapolis 

120  South  Sixth  Street    •    Member  FDIC 


in 


Minneapolis 


..    Things 
Happen... 

when  you  make  your 
move  with  Canton 


jSc^^^*  ^  WlMAGEIVIENT  |    ST"-- 


When  you're  in  business,  every  move 
you  make  must  be  right.  That's  where  Can- 
ton comes  in. 

Canton  provides  for  the  business 
and  industrial  community  in  many  ways. 
From  providing  real  estate  brokerage 
services  to  comprehensive  insurance  plans. 
From  inventory-controlled  warehouse  facil- 
ities to  stevedoring  and  port  operations,  in 
addition  to  specialized  consulting  services. 

With  clients  ranging  from  small  com- 
panies to  NYSE  corporations.  Canton  is 
making  things  happen1 


Let  the  skills,  resources  and  applied 
knowledge  of  a  multi-faceted  company 
make  things  happen  for  you  too!  It's  your 
move.  Write  or  call  collect  for  informative 
brochure  or  detailed  information. 


CAN7DN 
COMPANY 

Canton  House.  PO    Box  447 
Baltimore  Maryland  21203 
Telephone  (301)  837-7733 


Faces  Behind  the  Figures 


Arms  &  The  Man 

At  $36,000  a  year  Richard  Violette  is  the  world's  most 
underpaid  salesman.  As  the  Pentagon's  Director  of  Sales 
Negotiations  for  the  Defense  Security  Assistance  Agency, 
he  oversees  the  implementation  of  the  sale  of  approxi- 
mately $7.5  billion  of  the  $8  billion  worth  of  U.S.  de- 
fense articles  and  services  ordered  during  the  fiscal  year 
ended  June  30. 

That  was  a  record  performance  for  U.S.  defense  ex- 
ports, up  over  100%  since  1972,  and  one  of  the  larger 
pluses  on  our  halance-of-payments  account. 

But  this  discreet  and  dedicated  49-year-old  civil  ser- 
vant has  good  news  for  people  disturbed  about  the  spread 
of  fancy  new  lethal  weapons— and  bad  news  for  those 
who  figured  that  defense  exports  would  help  the  U.S.  pay 
for  all  that  Arab  oil.  "Based  on  all  the  data  we  have,' 
Violette  says,  "I  think  we  will  see  a  drop  from  the  1974 
level  of  military  sales." 

What  about  all  those  missiles  we  are  selling  to  Saudi 
Arabia,  and  the  Shah  of  Iran's  F-14s  at  $13.5  million  a 
copy?  Those  are  already  sold  and,  newspaper  headlines 
to  the  contrary,  few  big  new  orders  loom. 

How  so?  For  one  thing,  the  Middle  East  situation,  while1 
still  hairy,  seems  unlikely  to  explode  into  a  new  war.  It 
was  the  Middle  East,  chiefly  Iran,  that  absorbed  $3.4 
billion,  a  full  one-third  of  the  arms  the  U.S.  ordered  last 
year;  Israel  alone  ordered  another  $1.7  billion.  Obviously, 
the  decline  of  arms  sales  to  this  region  is  desirable — how- 
ever much  it  might  nick  our  balance  of  payments. 

Also  working  against  defense  exports,  long-run,  Violette 
reports,  is  Europe's  desire  to  be  self-sufficient  in  arms. 
"Countries  want  to  hold  on  to  their  foreign  exchange  re- 
serves and  produce  domestically  as  much  of  their  de- 
fense needs  as  they  can.' 

A  case  in  point  is  the  proposed  new  NATO  fighter  air- 
craft. Along  with  the  U.S.,  several  European  governments 
plan  to  buy  a  new  lightweight  fighter.  Violette  hopes 
that  "they  will  select  the  same  plane  we  will"— either  the 
General  Dynamics  YF-16  or  the  Northrop  YF-17.  But 
U.S.  contractors  will  probably  have  to  agree  to  allow  Eu- 
ropean industry  to  produce  a  large  part  of  the  order  under 
what  are  called  "coproduction"  agreements. 

Moreover,  when  the  U.S.  defense  industry  makes  its 
sales  pitch  to  the  rest  of  the  world,  it  faces  stiff— if  not 
in  fact  cutthroat— British  and  French  competition. 

"They  pursue  foreign  military  sales  very  vigorously," 
Violette  says.  "The  French  and  British  defense  require- 
ments are  relatively  small  compared  with  ours,  and  in  order 
to  have  a  viable  defense  industry,  they  have  to  export." 

( Mindful  of  the  past  and  particularly  sensitive  about 
arms  sales"  to  tense  areas,  the  Germans  and  Japanese  don't 
really  try  to  compete  in  the  arms  market.) 

All  decisions  of  whether  to  sell  defense  materiel  to  for- 
eign countries  rest  with  the  State  Department  and  Con- 
gress. So,  Violette  also  has  to  contend  with  regional  ceil- 
ings on  sales  of  U.S.  weapons  imposed  by  the  Foreign 
Military  Sales  Act  of  1968,  as  well  as  a  prohibition  on 
sales  of  sophisticated  weaponry  to  underdeveloped  coun- 
tries. These  limit,  for  example,  the  sale  of  fighter  air- 
craft to  Latin  American  countries. 

The  idea  was  to  prevent  their  scarce  foreign  exchange 
from  being  wasted  on  unnecessary  arms.  But  the  Latins 
simply  turned  to  the  French,  who  obligingly  sold  them  a 
number  of  Mirage  fighters.  Violette  feels  "these  ceilings 
should  be  looked  at  and  possibly  revised."  ■ 


Violette  of  the  Pentagon 
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How  Value  Line  Can  Help  You 


GET  READY  WOW 

for  the  NEXT  BULL  MARKET 


Value  Line  expects  you  may  well  see  the 
Dow  Jones  Industrial  Average  close  to  2000 
within  the  next  Ave  years. 

•      •      • 

Sure,  we  have  inflation  and,  sure,  inflation 
is  bad  for  stocks  and  everybody.  But  consider 
the  implications  of  the  following  scenario 
which  in  our  opinion  describes  the  least  im- 
probable event: 

Inflation  is  stopped  finally,  but  only  after 
the  price  level  is  30%  to  40%  higher.  Such  a 
price  level  means  a  very  much  higher  Gross 
National  Product  —  up  about  60%  in  the  next 
five  years. 

Profits  then  should  go  up  too,  at  least  as 
much,  because  the  ratio  of  corporate  profits 
and  dividends  to  the  Gross  National  Product 
is  right  now  too  low  to  permit  business  to  ex- 
pand the  way  it  must  if  it  is  to  provide  jobs, 
reduce  unemployment,  and  maintain  the  stan- 
dard of  living  of  the  country.  Corporate 
profits  then,  as  we  see  it,  will  probably  rise 
60%  to  80%  in  the  next  five  years  on  a  60%  rise 
in  the  Gross  Natinal  Products. 

Inflation  will  be  a  good  part  of  the  reason. 
But  once  inflation  is  brought  under  control  at 
the  higher  price  level,  the  investor  will 
probably  be  looking  at  earnings  of  about  $135 
a  share  on  the  Dow  Jones  Industrial  Average. 
And  he  will  then  also  be  looking  at  a  normal 
multiple  on  these  earnings  again.  Instead  of 
8.8  times  earnings,  on  the  Dow  and  a  current 
12%  interest  rate,  the  multiple  will  probably  be 
13  times  again  —  or  even  higher  —  and  the  in- 
terest rate  and  the  real  growth  rate  will  both 
be  lower. 

Under  conditions  like  these,  which  are  the 
least  improbable  that  can  be  foreseen,  the 
Dow  Jones  Industrial  Average  will  be  in  the 

2000  range. 

°  •      •       • 

Yet  the  Dow  Jones  Industrials  are  not  the 
bargain  sector  of  the  stock  market.  The 
average  price-earnings  multiple  of  all  the 
stocks  of  the  1536  monitored  by  the  Value 
Line  Survey  which  report  earnings  at  all  is 
only  6  times.  That  means  that  the  run-of-the- 
mill  stocks  right  now  offer  an  earnings  yield  of 
16%%.  <\nd  these  earnings  over  the  past  five 
years  have  on  average  grown  at  the  rate  of  9% 
per  annum.  The  investor  then  is  looking  at  a 
market  that  right  now  yields  a  total  return  of 
25%,  if  the  9%  growth  rate  of  the  past  five 
years  holds.  When  inflation  has  been  brought 
under  control  and  earnings  per  share  are 
higher,  the  earnings  yield  at  current  price  will 
be  27%  or  greater  on  current  price.  Even  with 
the  growth  rate  then  down  to  4%,  the  investor 
who  buys  today  is  locking  in  an  earnings  yield 
plus  a  growth  rate  that  gives  him  a  total  return 
of  around  31%  a  year. 

This  is  just  the  average  of  run-of-the-mill 
stocks.  The  outstanding  bargains  promise 
even  greater  returns. 

Today's  values  in  the  stock  market  are  fan- 
tastic, even  in  terms  of  the  average  stock.  Just 
as  fantastic  as  the  insane  anticipation  of 
everlasting  rapid  growth  that  characterized 
the  stock  market  in  the  Sixties — against  which 
the  Value  Line  Service  warned  persistently  all 
during  those  years. 

Insanity  in  the  stock  market  is  always  cor- 
rected. It  will  be  again.  In  fact  Value  Line 


believes  the  only  way  the  market  can  be 
stopped  from  rising  to  record  highs  is  by  dis- 
mantling the  political  economy  and  turning 
the  nation  into  a  socialist  state.  On  the 
assumption  that  this  will  not  happen,  we  urge 
you  to 

Get  Ready  For  the 

Bull  Market  That  is  Coming 

We  are  not  unaware  of  the  possibility  of  finan- 
cial crisis.  Were  it  not  for  tight  money,  the 
stock  market  would  not  be  as  low  as  it  is.  In 
the  end,  value  will  determine  stock  prices,  and 
value,  be  assured,  is  not  always  the  same  thing 
as  price.  It  wasn't  the  same  in  the  Sixties.  It 
isn't  now. 

Note:  this  market  is  thin — both  ways.  The 
intelligent  strategy  is  to  prepare  to  buy 
deliberately  and  on  a  scale.  Not  much  buying 
is  going  to  be  accomplished  at  the  exact  bot- 
tom nor,  we  venture  to  predict,  within  30%  of 
it.  So  again — get  ready  now — deliberately  and 
with  your  eyes  open. 

To  help  you  identify  the  coming  generation 
of  stock  market  leaders,  as  well  as  stocks  you 
might  better  avoid.  The  Value  Line  Invest- 
ment Survey  continually  rates  more  than  1500 
stocks  for  Probable  Market  Performance  in 
the  Next  12  Months: 

100  stocks  are  ranked  I  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

700  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (Below  Average) 

100  stocks  are  ranked  5  (Lowest) 

Not  every  stock  will  always  perform  exactly  in 
accordance  with  its  Value  Line  rating,  but 
such  a  large  majority  have  over  a  period  of 
many  years  that  we  believe  you  would  serious- 
ly "short  change"  yourself  if  you  don't  put 
these  Performance  ratings  to  work  in  planning 
your  own  strategy. 

Getting  Beneath  The  Surface 

All  told,  Value  Line  gives  you  ratings  of  more 
than  1500  stocks  and  more  comprehensive 
data  than  any  other  source  we've  ever  seen. 
For  each  stock,  Value  Line  regularly  presents 
the  detailed  statistical  history — on  23  key  in- 
vestment factors — going  back  10  years.  Plus 
future  estimates  for  the  next  3-  to  5-years. 
When  you  look  at  the  sample  Value  Line 
report  reproduced  in  this  memoran- 
dum— which  is  typical  of  the  continually  up- 
dated reports  we  issue  on  each  of  more  than 
1500  stocks — you'll  see  what  we  mean  by 
"getting  beneath  the  surface." 

This,  of  course,  requires  a  massive  research 
effort.  To  that  end.  Value  Line  employs  70 
full-time  professional  research  specialists. 
whose  major  purpose  is  the  continuing  study 
of  investment  values.  They  are  backed  by  ex- 
tensive computer  facilities,  which  enable  us  to 
give  you— in  addition  to  the  full-page 
reports — a  complete  summary  of  our 
evaluations  of  each  of  the  more  than  1500 
stocks  updated  every  week.  You  are  never  left 
"hanging." 

Time-Tested  Experience 

Value  Line  has  been  through  almost  every 
conceivable  kind  of  stock  market  and 
economic  circumstances.  We  have  assisted 
nrivate     and     institutional     investors — many 


thousands  of  them  —  for  nearly  40 
years  .  .  .  ever  since  the  depths  of  the  de- 
presssion  of  the  1930's.  During  this  long  span, 
countless  brokers  and  other  investment  ad- 
visers have  come  and  gone,  but  not  Value 
Line.  You  can  count  on  us. 

Rating  Today's  Investments 

Value  Line  recognizes  that  a  great  many 
private  investors  are,  in  their  own  right,  highly 
skilled  in  making  judgments  about  stock 
values.  So  we  provide  the  vital  data  we  believe 
you  need  to  draw  your  own  investment  con- 
clusions. We  do  not  ask  you  to  follow  us 
"blindly". 

We  also  present  our  own  unequivocal  in- 
vestment conclusions  on  each  of  more  than 
1500  stocks,  against  which  you  can  match 
your  judgments. 

Specifically: 

•We  rate  each  stock — relative  to  all  the 

other  1500  stocks — for  Probable  Market 

Performance  in  the  Next  12  Months  (as 

outlined  above). 
•We  rate  each  stock  (from  I  down  to  5)  for 

relative  investment  Safety. 
•We  estimate  each  stock's  Appreciation 

Potentiality  over  the  next  3  to  5  years. 

specifically   indicating  its  price  "target 

range"  in  that  future  period. 

•We  estimate  each  stock's  Dividend  Yield 
during  the  12  months  ahead. 

Re-Entry  Strategy 

If  history  repeats  itself,  a  great  many  now- 
inactive  investors  will  not  return  to  the  market 
in  an  active  way  until  after  many  of  the  biggest 
opportunities  have  been  snapped  up  and  large- 
ly dissipated 

To  help  you  get  started  now  with  your  re- 
entry strategy — and  we  urge  you  not  to  "get 
back  in"  at  all  unless  you  do  so  with  your  eyes 
wide  open — we  invite  you  to  accept  the  follow- 
ing special  invitation. 

Special  $29  Offer 

You  can  now  receive  complete  Value  Line  ser- 
vice for  the  next  13  weeks  for  only  $29.  Your 
introductory  trial  will  bring  you  everything 
that  goes  to  the  full-term  subscribers,  in- 
cluding. .  . 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  (24  pages)  .  .  .  showing  (he 
current  relative  ratings  of  more  than  1500 
slocks  for  Performance  and  Safety — together 
with  their  Estimated  Yields  and  the  latest  ear- 
nings, dividends  and  P/l    data 

EVERY  WEEK  a  new  RATINGS  A 
REPORTS  section  (144  pages)  ...with 
full-page  analyses  of  about  1 20  StOCKI  During 
the  course  of  every  1 3  weeks,  new  full-pun 
reports  like  this  ,irc  issued  on  every  one  ol  the 
more  than  I5(X)  slocks  under  regular  review 

EVERY  WEEK  a  new  SELECTION  A 
OPINION    section    (4    pages)    . . .  with    a 

detailed   analysis  oi   m   I  special!)    Roconv 

mended  Stock — plus  a  wealth  of  investment 
background  including  the  Value  Line  Average 
ol  more  than   I  5(H)  stocks 


ire  is  a  typical  Value  Line  Full-Page  Report 

|i  of  the  more  than  1500  stocks  under  continuous  review  by  Value  Line  is  the  subject  of  a 
ireport,  every  13  weeks,  in  regular  rotation  by  industry  group.  New  reports  on  about  120 
<s  are  issued  each  week — more  than  1500  every  13  weeks. 
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BUSINESS:  Stauffer  Chemical  Company  pro- 
duces industrial  and  specialty  chemicals  Prod- 
ucts sulfuric  acid,  soda  ash.  chlorinated  hydro- 
carbons, phosphates,  herbicides  (Sutan).  insecti- 
cides polyvinyl  chloride  (PVC)  resins  Sales  mix 
industrial  chemicals.  40  6%  specialty  chemicals. 
16  2%.    agricultural    chemicals.    16  1%.    plastics 


(through  recent  acquisitions).  13  2%;  foreign. 
13  4%  Has  joint  ventures  in  Germany  and  Japan. 
Research.  2  7%  of  sales;  labor.  23%  Has  10.180 
employees;  14.631  stockholders  Chairman  C  de 
Guigne  President  and  Chief  Executive  Officer: 
H  B  Morley  Inc  Delaware  Address  Westport. 
Connecticut  06880 


Stauffer  is  riding  the  agriboom.  In  a  year 
when  planted  acreage  of  crops  requiring  her- 
bicides and  pesticides  is  up  6%,  sales  of  the 
company's  Sutan  +  (with  safety  agent, 
regarded  as  a  major  agricultural  chemical 
breakthrough)  are  shattering  records.  Large- 
ly on  the  strength  of  its  agribusiness,  the 
company  is  expected  to  post  at  least  a  40% 
earnings  gain  this  year,  to  $6.55  a  share;  this 
follows  last  year's  35%  profits  improvement. 
A  further  10%  annual  earnings  advance  is 
projected  through  1977-79.  In  reflection  of  the 
good  profits  progress  and  prospects,  the 
dividends  on  both  common  and  preference 
shaTes  were  recently  raised  by  10'r,  to  55c  a 
share  quarterly,  effective  with  the  September 
payments.  Over  the  next  12  months,  these 
good-quality  shares  are  expected  to  give  an 
above-average  relative  market  performance. 
Can  Stauffer  escape  future  downswings 
in  the  chemical  industry?  Hav- 
ing eliminated  profit  drags  and  diver- 
sified the  company's  products  and  markets, 
partly  through  acquisition  of  food  supple- 
ment manufacturers,  Stauffer's  management 
is  confident  that  it  can  sustain  the  company's 
earnings    growth    even    if    uversupply    and 


price  weakness  again  develop  in  commodity 
chemicals.  Its  strategy  for  doing  this  is 
threefold:  First,  emphasize  high-margin 
items.  For  example,  Stauffer's  polyvinyl 
chloride  resins  are  mostly  fabricated  for 
specific  end  uses  such  as  pressure-sensitive 
films  for  automotive  trim  packages,  pattern- 
ed vinyl  upholstery  and  residential  wall- 
paper, and  insulation  materials.  Second, 
specialize.  Synthetic  (i.e.,  non-petroleum- 
based)  lubricants,  flame  retardants,  and  an 
insoluble  sulfur  used  in  radial  tires  —  all  of 
which  are  in  increasing  demand  —  are  ex- 
amples. Third,  step  up  overseas  marketing 
efforts.  Fully  25' <  of  the  company's  profits  in 
1974  will  be  generated  by  foreign  sales  made 
in  countries  whose  economies  generally  lag 
two  years  behind  economic  cycles  in  the  U.S. 
Thus  the  company  hopes  to  be  able  to  con- 
tinue to  pass  on  in  full  its  rising  costs  for  raw 
materials  (inventoried  on  an  average-cost 
basis).  M.W.G. 


CASH  POSITION 

Current  Assets  to  Current  Liabilities 
Cash  &  Equiv's  to  Current  Liab'ties 
Working  Capital  to  Sales 


5-Year  Av'g 
346% 
62% 
29% 


12/31/73 
309% 
81% 
32% 


(Al  Based  on  avg  shs  outstanding 
(B)  Neil    div  d    meet  g    about    Oct    1 


Goes  en  about  Ocl   28    Divd  payment  (C)ln 
6    dates   Mar   1  June  l    Sept   1    Dec    I 


/ 


Summary  of  the 

company's  business. 


r  Concise  Review 

of  latest  developments 
and  future  prospects 


/ 


Significant  ratios 

indicate 

Liquidity 


»S  THIS  BONUS  .  .  .  Value  Line's  com- 
1 800-page  Investors  Reference  Service 
ieparately  for  $35),  with  our  latest  full- 
epoTts  on  all  stocks  under  review— :fully 
\d  for  your  immediate  reference.  This 
jlume  bonus  will  be  shipped  to  you  by 
I  handling. 


i      ifir     The  Value  Line  Investment  Survey 

I 


ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  NY.  10017 


mey  Back  Guarantee 


take   no   risk   in   accepting  this  special 

If  you  are  not  completely  satisfied  with 

alue  Line  Survey,  just  return  the  material 

lave  received  within  30  days  for  a  full  re- 

our  fee. 

accept  this  invitation,  simply  fill  in  and 
the  enclosed  order  form  today.  Time  is 
rtant. 


Q  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

D  Payment  enclosed      □  Bill  me  for  $224 


Signature 


Name  (please  print) 

Address 

City 

State 

Zip 

v^, 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax.  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent.) 

J16K01 


Faces  Behind  the  Figures 


East-West 

Trade 

Boomerang? 


Eaton 

of 

Tower  International 


"Laird's  right;  Americans  are  making  deals  that  are  too 
good  for  the  Russians,"  says  Cyrus  Eaton  Jr.,  56,  refer- 
ring to  Forbes'  July  15  interview  with  Presidential  ad- 
viser Melvin  Laird.  Just  back  from  one  of  his  frequent 
trips  to  Eastern  Europe,  Eaton  says,  "For  years,  Ameri- 
cans were  reluctant  to  do  any  business  with  the  U.S.S.R. 
Now,  in  their  eagerness  to  get  into  the  market,  compa- 
nies are  practically  giving  away  technical  knowhow,  and 


I   don't   think   that   we   are   getting   anything   in   return." 

Eaton  is  president  of  Tower  International,  a  privately 
owned  company  specializing  in  investment  and  trade  deals 
with  the  Comecon  (socialist  common  market)  countries. 

Americans  too  quickly  get  disillusioned  about  East-West 
trade.  "We're  going  into  a  period  when  a  lot  of  U.S. 
corporations  are  going  to  say,  'We  were  misled,  there 
isn't  any  business  there;  the  hell  with  it.'  Well,  that's 
wrong.  There  is  immense  business  there.  But  Americans 
have  gone  about  it  the  wrong  way." 

When  a  U.S.  corporate  executive  talks  about  inter- 
national business,  he  really  means  running  a  plant  in 
France  or  somewhere:  selling,  not  trading. 

"Americans  have  to  start  trading— the  way  the  Japanese, 
the  Germans  and  the  British  do.  They  should  go  into  these 
countries  looking  for  something  specific  in  return." 

What  the  U.S.  needs  most  for  East-West  trade,  he  goes 
on,  is  Japanese-style  trading  companies,  including  "the 
whole  package:  technology,  banks,  insurance,  shipping, 
everything."  He  grants  that  this  would  raise  an  antitrust 
specter,  but  he  feels  the  U.S.  should  tackle  the  prob- 
lem seriously. 

Meanwhile,  U.S.  corporations  should  come  up  with  ways 
of  getting  specific  deals  in  Eastern  Europe  that  make  the 
most  of  what  these  countries  have.  Like  what?  "We  don't 
have  to  bring  everything  back  to  the  U.S.,"  says  Eaton, 
soft-spoken  son  of  an  outspoken  father,  Cyrus  Eaton  Sr., 
who  at  90  is  the  largest  shareholder  in  Chessie  Systems. 
"Many  of  these  countries  are  primarily  agricultural:  Get 
in  there  with  canning  operations  and  sell  the  output 
in  Western  Europe.  There's  a  lot  of  sophisticated  labor  in 
Eastern  Europe.  Where  we  pay  a  scientist  or  engineer 
$20,000  a  year,  they  pay  maybe  $4,000  or  $5,000.  Open 
research  facilities  there— pharmaceutical  research,  medi 
cal  research." 

But  don't,  repeat  don't,  give  away  your  knowhow. 
That's  essentially  all  Americans  have  to  offer.   ■ 


Sweeter  By  Far 

Time  was  when  no  one  would  have 
bought  Amstar  had  it  been  offered  to 
them.  As  the  president,  the  late  Wil- 
liam F.  Oliver,  admitted  in  1969,  Am- 
star wasn't  very  attractive:  "Our  work- 
ing capital  is  down  close  to  the  abso- 
lute minimum,  and  long-term  debt 
of  $78  million  is  pretty  high." 

Five  years  ago,  with  sales  just  over 
$500  million  and  earnings  at  $10.6 
million  (little  changed  for  a  half  cen- 
tury), Amstar,  frankly,  was  a  dog. 

Not  so  today.  Though  current  pres- 
ident Robert  T.  Quittmeyer  was  too 
busy  to  talk,  Amstar  now  is  more  at- 
tractive than  a  beehive  to  bears. 

Sugar  prices  are  up  175%  in  the 
last  two  years.  Amstar's  sales  at  $1 
billion  were  up  53%  in  the  year  ended 
June  30,  profits  up  a  mouth-watering 
111%,  and  that  after  a  $23.3-million 
write-down  as  Amstar  switched  its 
raw  sugar  inventory  accounting. 

By  switching  from  90-day  forward 
billing     to     date-of-delivery     billing, 


Amstar  significantly  improved  its 
ability  to  quickly  pass  on  price  fluc- 
tuations. Now,  with  cash  flow  of  over 
$43  million,  only  $73  million  of  low- 
interest  debt  on  $181  million  net 
worth,  Amstar  would  be  a  succulent 
acquisition.  Selling  at  around  29,  lit- 
tle more  than  half  book  value,  with  a 
price/ earnings  ratio  of  3.7,  and  return 
on  equity  of  19.2%,  Amstar  is  theo- 
retically an  easy  target. 

The  irony  is  this.  Now  that  Amstar 
is  really  valuable,  corporations  who'd 
like  it— and  need  that  cash— can't  get 
it.  Who  would  exchange  Amstar  stock 
yielding  7.2%  for  paper? 

Foreigners  with  cash  probably 
couldn't  get  Federal  Trade  Commis- 
sion approval  to  buy  Amstar— it  has 
25%  of  the  U.S.  sugar  market— and 
antitrust  laws  probably  keep  interest 
ed  U.S.  corporations  at  bay.  Even 
competitors  today  could  not  build  a 
new  refinery  cheap  enough  to  under- 
cut Amstar's  share  of  the  marketplace. 

Sweetly  enough  for  Amstar,  every 
dog  has  his  day.    ■ 


Quittmeyer  of  Amstar 
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ln1970,the"Sleeping  Giant" 

awoke. 

Earnings 

have  doubled 

since. 


For  years,  American  National  was  known  throughout 
financial  circles  as  the  "sleeping  giant."  A  sound  company, 
but  without  sparkle. 

In  1970,  all  that  began  to  change.  A  dramatic  turnaround 
started.  American  National  reorganized.  A  new  system  of 
cost  controls  was  initiated.  Efficiency  was  set  forth  as  a 
major  goal. 

At  the  same  time,  our  field  force  began  to  be  strengthened 
by  the  addition  of  quality  leaders  in  insurance  sales.  Ameri- 
can NationaLrepresentatives  were  given  bold  naw  products  to 
sell. 


A  careful,  selective  corporate  expansion  program  was 
begun,  which  has  since  been  paying  off  to  an  even  greater 
degree  than  had  been  anticipated. 

American  National's  six-month  report  for  1974  reflects 
continuous  improvement  in  earnings.  Since  1970,  earnings 
have  doubled,  and  the  growth  is  continuing.  The  year  1973 
was  the  best  in  the  company's  history.  The  first  six  months  of 
1974  show  that  after-tax  earnings  are  21.7  percent  ahead  of 
the  same  period  in  1973. 

American  National  is  a  company  on  the  move  and  growing. 
The  "sleeping  giant"  is  awake  and  taking  giant  steps. 


For  more  information  about 
the  American  National 
Financial  Corporation  family 
of  companies,  write  Glendon 
E.  Johnson,  chairman  and 
chief  executive  officer,  One 
Moody  Plaza,  Galveston, 
Texas  77550. 


AMERICAN 
NATIONAL 


American  National  Insurance  Company  of  Galveston,  Texas 
American  National  Life  Insurance  Company  of  Texas 
American  National  Property  and  Casualty  Company  of  Springfield,  Mo. 
Commonwealth  Life  and  Accident  Insurance  Company  of  St.  Louis 
Trans  World  Life  Insurance  Company  of  New  York 
ANREM  Corporation,  a  real  estate  management  company 
American  National  Computing  Corporation 
American  Printing  Company  of  Galveston,  Texas 
Securities  Management  &  Research,  Inc.  manager  and  distributor  for 
American  National  Growth  Fund,  Inc.  and  American  National  Income  Fund,  Inc. 


Faces  Behind  the  Figures 


Semipublic  Interest 

John  Whitehead  has  an  idea  that 
will:  cut  taxes,  increase  federal  rev- 
enues and  give  the  stock  market  a 
boost.  Or  so  he  claims. 

A  Goldman,  Sachs  partner,  White- 
head is  chairman  of  the  governing 
council  of  the  Securities  Industry  As- 
sociation, Wall  Street's  national  trade 
group.  Lately,  he  has  been  in  Wash- 
ington touting  his  SIA-backed  pro- 
posal to  such  fiscal  wheels  as  House 
Ways  &  Means  Committee  Chairman 
Wilbur  Mills,  Senate  Finance  Commit- 
tee Chairman  Russell  Long  and  Trea- 
sury Secretary  William  Simon. 

According  to  government  estimates, 
says  Whitehead,  there  is  a  total  of 
somewhere  between  $250  billion  and 
$500  billion  worth  of  so-called  locked- 
in  capital  gains  in  the  stock  market. 
Whitehead  is  calling  for  a  change  in 
the  tax  laws  to  provide  a  gradually 
declining  capital  gains  rate  that  would 
drop  from  the  present  maximum  of 
35%  to  as  little  as  10%  for  assets  held 
more  than  20  years. 

"If  the  capital  gains  rate  were  low- 
er, it  would  unlock  a  lot  of  money 
and  more  revenue  would  go  to  the 
Government,"  he  says.  "For  example- 


assuming  the  low-end  limit  of  $250 
billion  in  total  gains— if  only  10%  of 
the  people  decided  to  sell  their  stocks 
because  of  the  lower  tax  and  their 
holding  periods  averaged  less  than  20 
years  to  produce  an  effective  rate  of, 
say,  20%,  that  would  still  give  the 
Treasury  $5  billion." 

Critics  doubt  that  the  proposed  low- 
er rate  will  increase  stock  sales  suf- 
ficiently to  produce  more  tax  revenue 
than  the  existing  rate.  The  main  rea- 
son those  gains  are  "locked-in,"  they 
say,  is  that  transfers  of  appreciated 
assets  made  at  death  escape  capital 
gains  taxation  completely.  While  es- 
tate or  gift  taxes  hit  the  market  val- 
ue of  the  assets  at  the  time  of  trans- 
fer, the  Treasury  still  figures  it  loses 
about  $5  billion  a  year.  Will  stock- 
holders pass  up  ?.  death  loophole  for 
a  slightly  lower  capital  gains  rate? 

Response  to  SIA's  proposal  has 
been  slight  so  far,  but  Whitehead 
feels  his  chances  are  good  if  Con- 
gress enacts  a  tax  bill  this  year.  He 
acknowledges  a  tinge  of  self-interest 
in  the  plan:  "Of  course,  anything  that 
picks  up  volume  is  beneficial  to  the 
securities  industry.  But  this  is  semi- 
public  interest,  because  it's  also  bene- 
ficial to  our  customers."   ■ 


Whitehead  of  SIA 


Once  More,  Neatly 


Fazio  of  Fisher  Foods 


Two  years  ago  Carl  Fazio,  57,  chair- 
man of  Cleveland's  Fisher  Foods 
(1973  sales:  $869  million,  earnings: 
$9.5  million)  bought  a  seedy  super- 
market chain  in  Los  Angeles  called 
Shopping  Bag  (1971  sales:  $100  mil- 
lion, losses:  $3  million).  Wall  Street 
shuddered.  Fisher  stock  sank  from  a 
1972  high  of  223S  to  a  1973  low  of  9%. 

Within  a  year  after  Fazio  took 
over,  volume  was  up  70%— with  five 
fewer  stores. 

Carl  Fazio  and  his  brother  John, 
54,  Sicilian  immigrants,  had  pulled 
that  sort  of  rescue  before.  In  fact, 
twice  before— with  Fisher  Foods  in 
Cleveland  in  1965  and  again  with 
Kroger's  Chicago  markets  (now  part 
of  Dominick's  Finer  Foods  division) 
in  1970-71.  During  a  tough  decade 
for  the  supermarket  industry,  their 
company's  sales  and  earnings  have 
grown  tenfold,  while  five-year  average 
return  on  equity  is  22%,  almost  double 
the  industry  median.  This  year  half- 
year  figures  show  sales  and  earnings 
up  33%;  volume  should  top  the  billion- 
dollar  mark  for  1974. 

Shopping  Bag  was  a  tired,  run- 
down, 46-market  chain  with  awesome 
competition.  Some  of  its  stores  didn't 
even  have  refrigerated  produce  coun- 


ters.   "They    had    horrible    produce, 
says   Fazio.   "They   didn't   know   how 
to  handle  it,  how  to  maintain  it.  The) 
didn't  understand  the  business." 

To  Fazio,  understanding  the  high- 
margin  perishable  business  is  the  kr\ 
to  supermarket  success.  "A  can  ol 
Campbell's  tomato  soup  is  the  same 
in  my  store  as  in  any  store,  says  Fa- 
zio. "But  produce  and  meat— that  is 
how  you  separate  the  men  from  the 
boys.  We  can  sell  groceries  at  better 
discounts  than  anyone  else  because 
we  make  more  money  on  perishabli 

John,  along  with  16  other  key  lisli 
er  executives,  moved  to  California  to 
apply  the  Fazio  touch  to  Shopping 
Bag.  It  worked.  A  FoBBES  reportei 
checked  out  a  newly  remodeled  Shop 
ping  Bag  market  in  a  Los  Angeles 
suburb  and  reported:  "The  h'a/ios 
aren't  kidding.  The  lettuce  was  firm. 
fresh  and  sparkling,  other  produce 
high  in  quality.  Clerks  were  numerous 
and  mannerly;  the  store  spanking 
clean.  The  quality  of  the  meat  was 
almost  equal  to  that  sold  at  much 
higher  prices  in  meat  boutiques." 

Says  Fazio:  "You'd  be  surprised 
what  a  young  man  with  a  knife  can 
do  to  a  nice  head  ol  lettuce."  Or  i<> 
a  supermarket  chain.  ■ 
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KUi  a  roil  or  your  tissue  nere  ana 

ind  out  how  much  Fort  Howard  can 

save  you  in  maintenance  costs. 


Try  it  yourself.  Most  industrial  roll 
tissues  cover  only  the  red  part.  If  your 
roll  is  like  that,  Fort  Howard  can  cut 
your  tissue  changing  time  in  half.That's 
because  your  roll  is  only  1000  sheets. 

Our  Billow®  tissue  is  2000  sheets. 
It  lasts  twice  as  long,  so  your 
maintenance  people  only  have  to 
change  it  half  as  often. 

What  it's  worth  to  you.  Normally  it 
takes  about  60  seconds  to  change  a 
roll  of  tissue.  Figuring  your  total 
maintenance  costs  run  about  $3.00 
per  hour,  that  means  it  costs  you  a 
nickel  every  time  a  roll  is  changed. 


So  when  you  add  up  a  year  of  roll 
changes  for  your  entire  company, 
50%  changing  time  can  be 
pretty  important. 

Is  your  tissue  on  target?  Write  us 
on  your  letterhead  and  we'll  send  one 
of  our  men  over  with  a  "Tissue 
Target."  If  your  tissue's  in  the  red, 
he'll  show  you  how  to  save  50%  in 
tissue  changing  time.  If  it's  in  the 
green,  he'll  show  you  how  to 
save  25%. 

If  it's  in  the  blue,  he'll  say  "thanks" 
because  you're  already  a  Fort 
Howard  customer. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


We  put  paper  to  work  for  you. 


We're  getting 

60  million  barrels  of  oil 

this  year  from  wells  that 

once  were  running  low 

Using  modern  recovery  techniques, 

Texaco  can  now  produce  enough  crude  oil 

from  old  wells  to  make  enough  gasoline 

to  keep  a  million  cars  running  in  1974. 


Years  ago  when  a  well  began  to  run  low,  you  had  to 
give  up  on  it. 

But  starting  around  1950,  Texaco  began  using  special 
recovery  techniques  to  force  oil  out  of  the  rock  formations 
that  lie  deep  in  the  earth.  And  in  recent  years,  these 
"secondary  recovery"  methods  have  become  more  and 
more  important  in  increasing  Texaco's  reserves  and 
production  in  the  United  States. 

Using  techniques  like  water  flooding,  we  pump  water 
into  the  ground  to  bring  up  oil  that  would  otherwise 
remain  buried  and  useless. 

Gas  injection,  another  recovery  technique,  maintains 
pressure  in  the  well  and  helps  to  increase  oil  recovery. 

Still  another  recovery  method  is  steam  injection. 
Steam  heats  up  the  oil,  thins  it  out,  makes  it  flow  easier. 
In  this  way,  we  get  oil  that  couldn't  be  gotten  before. 

These  techniques  now  account  for  over  20%  of  all  the 
oil  we'll  produce  this  year  right  here  in  this  country. 

That's  60  million  barrels  of  crude  oil  —  over  a  billion 
gallons  of  gasoline  in  1974. 

That's  enough  gasoline  to  keep  over  a  million  American 
drivers  happy  for  a  year. 

America  needs  energy.  We're 
working  to  see  that  you  get  it.  [TPX  A  CO 


We're  working  to  keep  your  trust. 


H 


■ 


Next  time 

its  dinner  a  deux, 

think  of  Textron. 


Why?  Because  whenever  it's  a  special 
evening,  the  table  is  very  likely  to  be  set 
with  shining  examples  from  Textron's 
Gorham  Division  — pewter  originals  or 
elegant  silver  designs.  Along  with  pieces 
from  Gorham  s  new  lines  of  fine  china 
and  crystal. 

Think  about  it.  Textron  is  Gorham 
pewter,  silver,  china  and  crvstal.  And 


Eaton  paper.  And  Speidel  watchbands. 

And  the  one  thing  they  all  have 
in  common  is  the  uncommon 
products  they  are. 

Textnm 

A  COMPANY  TO  THINK  ABOUT. 


Those 
Marvelous 


oney 
Machines 


SPECIAL  I 
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That  is  what  you  see  when  you  look 
beyond  the  trials  and  tribulations 
of  the  insurance  companies. 


Heaven  knows  the  insurance  indus- 
try has  problems.  But  in  the  most 
basic  way,  it  is  sitting  pretty.  How 
so?  While  other  businesses  produce 
products,  the  insurance  industry  pro- 
duces money,  capital.  The  industry 
is  a  wonderful  money  machine.  At  a 
time  when  presidents  of  successful 
companies  spend  their  sleepless  hours 
wondering  where  to  get  capital,  in- 
surance company  bosses  worry  only 
about  where  to  invest  it.  That's  a  high- 
class  worry. 

The  numbers  are  not  easy  to  come 
by,  but  Forbes  has  made  some  sen- 
sible estimates.  We  figure  the  indus- 
try took  in  about  $91  billion  in  pre- 
miums last  year  and  earned  about 
$22  billion  from  investments  and  oth- 
er income.  Against  this  it  paid  out 
maybe  $79  billion  in  benefits,  operat- 
ing expenses  and  taxes.  The  remain- 
ing $34  billion  or  so  was  added  to 
the  industry's  capital  base— either  as 
plowed-back  profits  or  as  additional 
reserves.  By  the  year's  end  the  indus- 
try boasted  $336  billion  in  assets— 
against,  for  comparison,  $26.3  billion 
for  the  whole  U.S.  steel  industry. 

On  top  of  that  $34  billion  in  new 
capital  it  generated  in  1973,  the  in- 
surance industry  also  turned  over  an- 
other $20  billion  to  $30  billion  worth 
of  existing  assets,  resulting  from  re- 
payments of  loans  and  bonds  plus 
sales  of  stocks,  bonds  and  other  forms 
of  property.  All  told,  the  insurance 
industry  had  $54  billion  to  $64  bil- 
lion to  lend  out  or  otherwise  invest. 

While  other  U.S.  companies  are 
starved  for  capital  right  now,  the  in- 
surance companies  are  feasting. 

Take  the  three  huge  Hartford- 
based  companies— Aetna  Life  &  Cas- 
ualty, Travelers  Corp.  and  Connecti- 
cut General.  As  so-called  multiple- 
line  companies,  with  large  amounts 
of  both  life  insurance  and  fire  &  cas- 
ualty insurance  on  their  books,  they 
are  fairly  representative  of  the  in- 
dustry. Compare  their  cash  throw-offs 
from   operations   with  the  cash   flows 
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of  similar-sized   industrial  outfits: 

•  Aetna  took  in  the  same  revenues 
last  year  as  Goodyear  Tire  &  Rubber, 
about  $4.7  billion.  From  that,  it  gen- 
erated $792  million  in  cash  flow; 
Goodyear  generated  only  $341  million. 

•  Travelers  and  International  Har- 
vester both  grossed  around  $4.2  bil- 
lion in  1973.  Travelers'  cash  flow  was 
$651  million,  Harvester's  $185  million. 

•  Connecticut  General  was  neck- 
and-neck  with  Honeywell  in  revenues 
last  year  at  $2.4  billion.  Honeywell 
earned  an  excellent  cash  flow  of  $368 
million;  Connecticut  General  pumped 
out  $566  million. 

That  isn't  all.  An  insurance  compa- 
ny doesn't  have  its  money  tied  up  in 
blast  furnaces,  milling  machines  and 
such.  Its  balance  sheet  is  chock-full 
of  bonds,  stocks  and  other  assets,  of 
which  each  year  large  chunks  either 
mature  or  are  sold  off  for  capital 
gains,  freeing  up  vast  additional  sums. 
Aetna  got  $845  million  from  recycling 
capital  this  way  in  1973,  Travelers 
$792  million  and  Connecticut  Gen- 
eral $471  million. 

Between  them,  Hartford's  Big 
Three  generated  nearly  $5  billion  in 
investible  cash  from  their  insurance 
operations  and  recycled  assets. 

Tempting  Targets 

Is  it  any  wonder  that  in  the  dear, 
dead  days  of  the  Great  Acquisition 
Spree,  insurance  compe  lies  were  prize 
prizes?  Generally  they  paid  off  well 
(see  table,  p.  84),  sometimes  spec- 
tacularly well. 

National  General  (now  part  of 
American  Financial  Corp. )  acquired 
Great  American  Insurance  Co.  in  1968 
and  straightaway  helped  itself  to  a 
$130-million  capital  dividend.  Not 
surprisingly,  NG's  raid  raised  a  stink 
in  insurance  circles.  When  Interna- 
tional Telephone  &  Telegraph  bought 
out  Hartford  Insurance  a  short  time 
later,  it  had  to  agree  to  limit  any 
dividends  it  extracted  for  ten  years  to 
the  amount  of  the  insurance  compa- 
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n>  s  current  earnings.  Nevertheless, 
since  the  merger  went  through  in  mid- 
L970  [TT  has  comfortably  taken  $1  70 
million  in  dividends  from  Hartford. 

The  capital  gains  are  diminished  in 
today's  market,  though  many  compa- 
nies still  have  sizable  unrealized  gains 
from  the  past  on  their  books.  But  in- 
surance company  cash  flows  remain 
enormous,  and  there  is  still  plenty  of 
fat  left  on  the  average  insurance  com- 
pany's balance  sheet.  That's  because 
its  largely  liquid  policy  reserves  are 
rarely  ever  tapped;  policy  claims  are 
almost  always  settled  out  of  current 
income,  with  a  good  deal  left  over  to 
fatten  the  kitty  some  more.  Further- 
more, policy  reserves  are  calculated 
on  a  superconservative  basis,  by  ac- 
tuaries who  probably  carry  umbrellas 
on  a  sunny  day.  Recognizing  this  clear 
invitation  to  take-over  attempts,  many 
big  insurance  outfits  have  formed 
holding  companies  as  vehicles  to 
channel  some  of  their  excess  reserves 
into  diversified  businesses.  Travelers 
is  currently  engaged  in  another  pre- 
ventive measure:  It  has  been  buying 
in  blocks  of  its  own  shares. 

These  machines  are  still  tempting 
targets.  (Mention  Arab  oil  money  to 
an  insurance  executive  and  watch  him 
squirm.)  Like  other  stocks,  insurance 
shares  are  mighty  cheap  today.  Life 
stocks  are  down  39%  from  their  1972 
highs  and  fire  &  casualty  stocks  are 
down  37%,  according  to  A.M.  Best  & 
Co.,  the  industry's  scorekeeper.  Many 
are  selling  well  below  their  con- 
servatively stated  book  value,  and 
quite  a  few  for  less  than  their  per- 
share  cash  flow.  Many  a  stock  today 
sells  for  less  than  the  underlying  val- 
ue of  its  assets.  But  how  many  stocks 
sell  for  less  than  the  value  of  their 
liquid  assets? 

Look  again  at  Aetna,  the  biggest 
of  the  stockholder-owned  insurance 
companies,  with  more  than  $13  billion 
in  assets  piled  up  on  its  books.  Its 
common  shares  now  go  for  around  $20 
on  the  New  York  Stock  Exchange- 
about  $1.1  billion  for  the  whole  pack- 
age—against a  book  value  of  $29  and 
a  per-share  cash  flow  of  $31. 

Of  course,  you  can't  raid  the  in- 
dustry grandaddies— the  giant  mutual 
life  companies  like  Prudential,  Met- 
ropolitan, New  York  Life,  Equitable 
Assurance  and  John  Hancock;  they 
are  owned  by  their  policyholders. 
But  they  are  so  huge— those  five  have 
combined  assets  of  $108  billion-that 
you  couldn't  afford  one  of  them  any- 
way. But  you  might  afford  plenty  of 
stock  companies  that  generate  hun- 
dreds of  millions  in  fresh  funds. 

Even    today    the    management    of 
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Chicago's  CNA  Financial  Corp.  is 
battling  a  strong  take-over  bid  by 
Loews  Corp.  CXA's  brass  has  enlist- 
ed the  aid  of  a  friendly  Swiss  insur- 
ance company,  Winterthur,  to  buy  up 
blocks  in  competition  with  Loews— a 
sort  of  keep-it-in-the-family  ploy,  since 
CXA  has  long  reinsured  policies  with 
Winterthur. 

If  the  take-over  game  starts  up  in 
dead  earnest,  the  insurance  boys  will 
again  be  prime  targets.  Says  a  former 
New  York  State  insurance  commis- 
sioner: "The  men  running  these  com- 
panies are  a  bunch  of  pussycats. 

An  Unpleasant  Product 

The  products  these  companies  sell 
don't  taste  good.  They  won't  do  much 
for  your  ego  or  your  sex  life.  Nor 
help  fill  your  leisure  hours  with  joy. 
But  they  are  so  necessary  that  even 
in  the  depths  of  the  Great  Depression 
people  stretched  themselves  to  keep 
up  their  premiums. 

Of  course,  insurance  is  not  an  ab- 
solute necessity,  the  way  food  and 
shelter  are.  Most  people  in  Bangla- 
desh manage  to  live  without  it;  if  the 
Ganges  River  overflows  its  hanks, 
too  bad.  Rather,  insurance  is  a  kind 
of  basic  amenity  of  modem  indus- 
trial life;  it  helps  protect  people  from 
the  financial  consequences  of  sudden 
death,  sudden  accident.  sudden 
spasms  of  nature. 

So  Americans  willingly— if  not  glad- 
ly—spend big  money  to  spread  the 
odds  against  personal  disaster.  They 
spent  $42  billion  last  year  for  fire  & 
casualty  policies— auto,  homeowners*, 
theft,  personal  liabilities,  workmen's 
compensation,  commercial  multiple- 
peril  and  the  like.  Of  this,  $18.5  bil- 
lion went  lor  auto  insurance  alone;  a 
huge  but  worthwhile  price  for  the 
Conveniences    oi    the    automobile    age. 

To  buy   lile   insurance— of  more   ac 
curately,  premature  death   insurance 
they  forked  out  another  $49  billion. 
But     inflation     is    causing    problems 

Foi  the  insurance  industry.  It  is  mak- 
ing people  think  twice  about  buying 
cash-value  life  insurance  where  the) 

must    p.i\    m   today'l  dollars   in   the  .il 

most  certain  prospect  <>l  collecting  to 
morrow's  fai  cheaper  dollars.  Inflation, 
too.  is  ballooning  the  costs  ol  settle 

incuts  iii  fire  «\  casualty  .mil  of  doing 
business  throughout  the  iiidiisti\ 

Surprisingly,   however,    inflation    is 

probably  helping  insurance  at  least  as 
much   as   it    is   hurting.    Explain!    |ohn 

Goddard,  a  \  ice  president  oi  Equita 
ble  Assurance,  "Inflation  helps  us  sell 

more  lile  insurance,  because  people 
figuie  the)  need  even  biggei  policies 
to  make  up  lor  it."    The  statistics  hc.u 

this  out:  The  average  American  famil) 

now  owns  $2  I,  WO  worth  ol  life  insin 

ance,  againsl  $10,200  worth  in  I960 
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How  an  audit  turned  into  a  plaudit. 


Insurance  auditors  don't  come  in  for  much 
applause.  Their  work  just  doesn't  generate 
standing  ovations. 

But  they  can  give  you  a  hand.  The  auditor's 
job  is  to  see  to  it  that  you  pay  a  premium 
representing   your  true   loss  exposures  — 
not  one  cent  more  or  less. 

A  case  in  point.  Nystrom  Constructors,  Inc., 
Minneapolis,  was  a  new  policyholder  for  workmen's 
compensation  insurance.  Nystrom  employs  a  lot  of 
carpenters  —  a  high  premium  classification.  But 
they  told  our  auditor  that  sometimes  "carpenters" 
do  less  —  or  more  —  hazardous  work  depending 
on  the  jobs  involved.  Simple  payroll  checking 
wasn't  enough.  Our  auditor  and  Nystrom's  staff 
studied  each  job  to  determine  actual   work   per- 


formed by  individual  employees.  It  was  a 

tedious  task,  but  the  audit  disclosed  that 

allocation  of  premium  by  trade  instead  of 

actual   work   performed  established   too 

high  a  premium. 

The  cooperation  of  Nystrom's  staff  and 
our  auditor  produced  a  $10,000  saving 
in  insurance  costs.  James  C.  Nystrom  said: 
"It  is  very  gratifying  to  have  an  auditor  who  is 
willing  to  understand  the  problem,  and  then 
work  very  hard  for  his  company  and  for  the 
client." 

And  that's  only  fair.  It's  the  whole  idea  of  insurance. 
We're  not  looking  for  applause  —  or  for  anything 
more  than  the  correct  premium.  And  we'll  work 
with  you  to  keep  that  as  low  as  possible. 
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And  in  fire  &  casualty  insurance,  many 
policies  are  now  written  with  auto- 
matic escalator  clauses  that  tie  cov- 
(  rage— and  premiums— to  inflation. 

There  is  a  popular  notion  that  an 
insurance  company  assumes  its  policy- 
holders' risks.  No  such  thing.  It  mere- 
ly runs  a  pool  in  which  large  num- 
bers of  people  lay  off  their  risks  on 
each  other.  Thus  the  odds  of  disaster 
striking  are  averaged  out— with,  of 
course,  a  certain  margin  for  the  in- 
surance company  as  pool  operator. 
Those  who  die  at  a  tender  age,  or 
ha\  e  their  jewels  stolen,  collect 
more  than  they  chipped  in,  often  a 
lot  more.  Those  who  live  to  a  ripe 
old  age,  or  are  never  visited  by  a 
burglar,  collect  a  lot  less,  or  nothing 
at  all.  They  pay  the  benefits  of  those 
who  were  less  fortunate. 

As  a  practical  matter,  however,  a 
margin  of  safety  must  be  built  into 
the  pool's  members'  contributions  or 
premiums— protection  against  an  un- 
average  number  of  claims  being  filed 
over  a  short  span  of  time  that  might 
suddenly  drain  the  pool.  This  process 
provides  the  insurance  company  with 
two  ripe  sources  of  additional  profit: 
the  padding  in  its  premiums  and  the 
investment  income  it  receives  from 
the  nearly  permanent,  ever-expanding 
reserves  those  padded  premiums  help 
build.  They  are  ripe  sources  because 
a  growing  insurance  company  hauls 
in  premiums  and  builds  up  income- 
producing  reserves  much  faster  than 
it  pays  off  claims  to  policyholders. 

Tougher  Than  Vegas 

By  now  the  similarity  between  in- 
surance and  the  games  people  play 
in  Las  Vegas  must  be  obvious.  The 
policyholder  bets  that  some  disaster 
will  befall  him  and  the  insurance  com- 
pany bets  that  it  won't.  And,  as  in  Las 
Vegas  the  house  always  wins. 

Of  course,  there  are  key  differences 
between  an  insurance  company  and  a 
casino.  The  Las  Vegas  bet  is  easier  to 
figure,  depending  solely  on  the  odds  of 
rolling  snake  eyes  or  turning  up  an 
ace.  By  contrast,  the  insurance  com- 
pany bet  depends  on  mortality  rates 
and  on  accident  and  crime  rates. 
Moreover,  an  insurance  company  must 
deal  with  a  host  of  other  imponder- 
ables, such  as  the  stock  market,  inter- 
est rates,  inflation,  changing  govern- 
ment regulations— even  the  weather. 

Yet  these  difficulties  often  have  a 
silver  lining.  Because  of  their  very 
imponderability,  and  the  fact  that  a 
fiduciary  trust  is  involved,  state  in- 
surance regulators  grant  the  compa- 
nies extra  leeway  in  setting  premiums 
and  putting  aside  income-earning  re- 


serves. It  is  not  their  job  to  ensure 
super  profits  for  insurance  company 
stockholders,  of  course.  But  it  is  their 
job  to  see  that  insurance  companies 
remain  healthy.  Even  the  hint  of  a 
failure  is  a  blot  on  the  record  of  the 
regulators,  who  usually  are  politically 
appointed. 

As  in  other  industries,  there  are 
good  moneymakers  and  poor  ones. 
Much  depends  on  management,  of 
course,  and  on  economic  conditions. 
A  lot  also  depends  on  what  lines  of 
insurance  a  company  happens  to 
write,  and  where  and  when. 

For  example,  fire  &  casualty  com- 
panies  carrying   a  lot  of   auto   insur- 


"Life  insurance  is  like  shooting  fish  in 
a  barrel,"  is  the  way  Archie  Boe, 
chairman  of  Sears,  Roebuck's  highly 
successful  Allstate  Insurance  Compa- 
ny subsidiary,  puts  it.  Some  $1.8 
trillion  of  life  insurance  in  force  in- 
dicates Boe  isn't  exaggerating. 

To  begin  with,  dramatically  im- 
proved medical  care  has  enabled  peo- 
ple to  live  a  lot  longer  than  expected 
when  they  took  out  their  policies  back 
<  in  the  Thirties,  Forties  and  Fifties. 
That's  good  for  them,  of  course,  and 
very  good  for  their  life  insurance  com- 
panies. Also,  life  companies  have  al- 
ways used  outdated  mortality  tables 
in  writing  their  policies.  One  currently 


Life  Insurance,  they  say,  is  sold,  not  bought.  Yet  to  a  large  degree  it 
is  pre-sold,  even  today.  The  need  epitomized  by  this  late  19th  century 
lantern  slide,  titled  The  Blessings  of  Life  Insurance,  is  still  basic. 


ance  have  had  a  rough  time  since 
1970,  as  the  cost  of  repairing  banged- 
up  cars  and  passengers  rose  faster 
than  premiums  could  be  jacked  up. 
This  year,  too,  those  F&C  outfits  with 
a  lot  of  homeowners'  policies  in  the 
Midwest  have  faced  extra-heavy  set- 
tlements from  last  spring's  rash  of 
tornadoes.  These  are  the  two  main 
reasons  why  the  earnings  of  some  F&C 
companies  looked  a  bit  ragged  during 
this  year's  second  quarter— though,  as 
we  shall  see,  the  damage  is  likely  to 
be  only  temporary. 

Over  in  the  life  business,  those  com- 
panies pushing  hard  in  annuities  and 
pension  plans  have  been  growing 
faster  than  those  still  emphasizing 
straight  life  insurance.  So  there  can 
be  differences,  wide  differences,  in 
performance. 

Most  insurance  men  agree  that  life 
insurance  is  the  easier,  more  profitable 
of  the  two  main  types  of  insurance. 


in  wide  use,  the  so-called  1958  Com- 
missioners Standard  Ordinary,  is  based 
on  mortality  experience  for  the  years 
1950-54— data  predating  such  ad- 
vances as  intensive  care  for  heart- 
attack  patients.  And  mortality  rates 
vary  less  than  accident  and  crime 
rates.  True,  Franklin  Life,  one  of  the 
most  successful  sellers  of  life  insur- 
ance during  the  Fifties  and  Sixties. 
was  brought  up  short  a  few  years 
back  by  an  extraordinary  amounl  oJ 
death  claims.  But  that  was  more  the 
fault  of  its  eager  salesmen  than  ol  un- 
reliable mortality  tables. 

But  the  real  joy  of  life  insurance 
executives  is  cash-value  life  insurance 
(also  known  as  whole  life  or  straight 
life  insurance).  A  cash-value  polic) 
combines  declining-balance   insurance 

with  a  so-called  savings  plan.  For  a 
sizable  added  premium— several  times 
greater  than  those  charged  foi  term 
life  insurance   the  buyer  <>l  a  e.isli  \  .il 
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ue  policy  also  reeeiv  es,  in  addition  to 
premature  death  protection,  the 
steady,  predetermined  buildup  of 
something  called  a  "cash  surrender 
value." 

For  example,  a  typical  S25,000 
term  policy  for  a  35-year-old  male 
might  yield  $125  in  annual  premiums; 
straight  life  of  the  same  amount  may 
yield  $400.  The  "return"  to  policy- 
holders on  the  cash-value  portion  of 
their  insurance  is  calculated  at  a  rate 
of  only  about  2)i%  to  3*2%;  the  com- 
pany today  has  no  trouble  in  lending 
out  those  dollars  at  10%  or  more— long 
term.  What's  more,  the  policyholder's 
cash  value  goes  toward  paying  the 
eventual  death  claim.  It  is  not,  as 
sometimes  represented  by  the  compa- 
nies and  their  agents,  a  "savings"  de- 
posit returned  in  addition  to  the  death 
benefit.  So  as  the  cash  value  builds 
up,  the  company's  actual  insurance 
obligation  steadily  declines. 

Dearly  beloved  as  it  is  of  insurance 
executives  and  salesmen,  cash-value 
insurance  has  been  losing  ground. 
Even  the  economically  illiterate  these 
days  understand  that  the  $400  they 
pay  in  during  1974  may  be  worth 
only  half  as  much  when  they  come 
to  collect  in,  say,  1994.  Low-priced 
term  life  is  the  big  seller  now.  Over 
the  past  decade  sales  of  term  policies 
have  grown  over  200%,  to  $133  bil- 
lion. By  comparison,  during  the  same 
period  sales  of  cash-value  policies  in- 
creased only  140%,  to  $93  billion. 

The  trend  toward  term  insurance, 
with  less  money  exposed  to  inflation 


explains  why  life  companies'  assets 
have  been  growing  more  slowly  than 
those  of  mutual  savings  banks  and 
savings  &  loan  associations  since  1970. 
Term  insurance  is  much  easier  to  sell, 
however,  and  some  of  that  profit  can 
be  recouped  out  of  sheer  sales  vol- 
ume. Some,  but  certainly  not  all. 

Foot  In  The  Door 

However,  term  insurance  has  helped 
the  companies  open  up  a  vast  new 
sales  territory:  the  group  insurance 
market.  Rare  is  the  company  nowa- 
days that  does  not  carry  a  sizable 
group  life  insurance  policy  on  a  large 
number  of  its  employees.  Some  $229.5 
billion  of  group  life  insurance  is  now 
in  force,  and  its  sales  have  grown 
over  240%  during  the  last  ten  years. 
Though  it  is  virtually  all  term  insur- 
ance, group  life  can  still  yield  respect- 
able profits,  because  the  selling  cost 
is  lower  than  for  individual  policies. 

By  getting  a  foot  in  the  corporate 
door  with  group  life  insurance,  the 
companies  have  also  been  able  to  sell 
large  amounts  of  group  accident  & 
health  insurance  as  well.  Some  $11.1 
billion  worth  of  premiums  were  col- 
lected in  1973,  up  61%  over  the  last 
four  years.  Though  the  same  selling 
cost  advantage  applies  to  group  acci- 
dent &  health  as  to  group  life,  it  is 
not  quite  as  profitable:  The  A&H  poli- 
cies of  competing  companies  (includ- 
ing Blue  Cross  and  Blue  Shield)  are 
more  standardized  than  life  policies, 
and  as  a  result  there  tends  to  be  more 
competition  in  premium  rates. 

The  future  of  accident  &  health 
insurance  is  a  bit  clouded  right  now. 
moreover.  More  than  a  dozen  different 


Some  Things  Never  Change.  Insurance  men  insist  that  selling  "by  throwing  a 
clod  on  the  coffin"  went  out  with  buggy  whips.  But  one  need  only  open  his 
newspaper  or  turn  on  his  TV  to  know  that  the  insecurity  pitch  is  far  from  dead. 


National  Health  Insurance  bills  are 
currendy  up  for  consideration  in  Con- 
gress. One  of  the  foremost  among 
them,  the  Kennedy-Mills  bill,  provides 
that  the  Social  Security  Administra- 
tion write  all  accident  &  health  insur- 
ance instead  of  the  private  companies. 
In  no  more  time  than  it  takes  535 
senators  and  congressmen  to  say  yea 
or  nay,  the  industry  could  lose  some 
818  billion  in  premiums. 

For  the  life  companies,  the  big  gains 
today  are  in  pension  plans  and  an- 
nuities, especially  the  variable  annui- 
ties that  came  into  vogue  several 
years  ago.  The  payoff  on  a  variable 
annuity  is  geared  to  the  securities 
markets  in  the  hope  of  offsetting  in- 
flation. Despite  the  recent  evidence 
that  the  stock  market  is  an  unde- 
pendable  inflation  hedge,  variable 
annuity  reserves  have  zoomed  from 
nothing  to  almost  $5  billion  last  year. 
Now  the  life  companies  are  about  to 
bring  out  variable  life  insurance  poli- 
cies as  well— as  soon  as  controversies 
over  their  form  and  regulation  can 
be  ironed  out. 

By  contrast,  the  fire  &  casualty  busi- 
ness is  more  vulnerable  to  inflation, 
since  claims  are  settled  at  current 
price  levels.  Underwriting  profits  are 
far  less  dependable,  not  just  because 
of  inflation,  but  also  because  fires, 
auto  accidents  and  hurricanes  are 
more  difficult  to  predict  than  life  span. 

Lacking  an  equivalent  to  cash-value 
insurance,  fire  &  casualty  companies 
do  not  have  the  huge  investment  in- 
comes that  the  life  companies  enjoy 
—though  they  make  plenty  nonethe- 
less, since  F&C  insurance  is  paid  in  ad- 
vance. And  their  business  is  far  more 
competitive,  since  F&C  policies  are 
simpler  to  understand  and  are  more 
standardized.  Once  cut,  F&C  pre- 
miums are  hard  to  raise  again,  since 
that  requires  regulator)  approval 
Finally,  most  F&C  companies  are  sad- 
dled with  an  obsolete,  inefficient  dis- 
tribution setup— the  so-called  Ameri- 
can Agencv  System,  under  which  they 
sell  their  policies  through  independent 
agents  who  represent  several  compa- 
nies and   take  .i   large  commission. 

\s  a  result,  the  history  oi  the  Bre  fc 

casualty  business  has  been  an  up-and- 
down  affair— though  in  the  last  few 
years  companies  have  made  improve- 
ments that  promise  to  level  out  lutun- 

swings.    Fire    &    casualty    companies 

earn  profits  two  w.ivs:   Iroin  insuianee 

underwriting  and  from  Investing  pol- 

IC)   reserves  and  premiums  paid  in  ad 

vance.  During  the  bull  market  of  the 

Sixties  their  investment   incomes  were 

excellent— which  was   lucky,  because 

also   during    the    Sixties    tin  v     v\eie    in 

and  out  ol  the  red  on  underwriting, 

between     1963    .ind     1968,    stock    I'M 
companies   lost    ov  ei    $]    billion  on   HM- 
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State  Farm  takes  care  of  over 
20  million  insurance 

One  at  a  time. 


Over  50  years  ago,  State  Farm  Mutual 
was  founded  with  the  mission  of 
providing  superior  automobile  insurance 
protection  at  lower  prices. 

Since  that  time  a  lot  of  things  have 
changed  around  us,  but  we're  still 
adhering  to  the  idea  of  low-cost 
protection  backed  up  by  neighborhood 
service 

We've  grown  to  the  point  where 
State  Farm  is  the  largest  insurer  of  cars, 
the  largest  homeowners  insurer,  and  our 
current  ordinary  life  insurance  in  force 
makes  us  11th  largest  in  America. 

Our  operating  philosophy  is  pretty 
simple     try  to  treat  each  customer  as  an 
individual,  not  as  a  number  We  think 
we're  able  to  do  this  because  of  our 
unique  distribution/service  system  Over 
11,500  exclusive  agents  in  neighbor- 
hoods all  over  the  country  know  their 
communities  and  their  customers  like  no 
home  office  can  As  our  business  has 
gotten  bigger,  we  have  tried  to  stay  close 
to  the  customer  by  adding  more  agents 
and  further  de-centralizing  our 
operations  people 

Beyond  mere  physical  presence,  the 
attitude  of  State  Farm  people  seems  to 
have  a  character  all  its  own  It's  based 
on  the  precept  that  what's  good  for  the 
customer  is  ultimately  in  the  best  interest 
of  State  Farm  We  call  this  the  "good 
neighbor"  attitude,  and  it  seems  to  be 
one  of  our  competitive  edges 
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STATE    FARM 


NSURANCE 


Like  a  good  neighbor, 
State  Farm  is  there. 

STATE  FARM  INSURANCE 

COMPANIES 

Home  Offices  Bloomington,  Illinois 
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derwriting  before  dividend  payments 
to  policyholders.  The  investment  earn- 
ings kept  them  in  the  black  overall. 

One  of  the  big  problems  was  the 
independent  agents  upon  whom  they 
depended  for  their  sales.  A  dozen 
years  ago  those  agents  typically  took 
208    i  in  commissions  from   the 

companies'  premiums.  That  was  fine 
as  long  as  everyone  sold  through  in- 
dependent agents.  But  by  the  early 
Sixties  a  small  group  of  companies 
who  sold  through  their  own  salesmen, 
or  through  the  mails  with  no  sales- 
men at  all,  had  become  serious  com- 
petition for  the  agency  companies. 
These  "direct  writers"— Allstate,  State 
Farm,  Government  Employees— could 
shave  their  premium  rates  by  15%  and 
still  net  excellent  profits  because  of 
their  low  selling  costs.  (Today  they 
account  for  half  of  the  auto  insurance 
sold  in  the  U.S.)  In  order  to  compete 
with  the  direct  writers,  the  agency 
companies  were  forced  to  begin  cut- 
ting premiums.  But  since  they  couldn't 
cut  their  agents'  commissions  too— at 
least  not  fast  enough— they  soon  be- 
gan to  lose  money  on  underwriting— 
that  $  1  billion  we  spoke  of. 

Toward  the  end  of  the  Sixties,  the 
agency  companies  were  beginning  to 
make  some  progress  toward  trimming 
down  their-  agents'  commissions,  but 
Vietnam-bred  inflation  was  playing 
hob  with  underwriting.  They  decided 
to  begin  increasing  premiums.  Alas, 
they  discovered  that  raising  prices 
was  not  as  easy  as  cutting  them.  State 
insurance  commissions,  bitten  by  the 
consumerism  bug,  either  turned  down 
rate  increases  or  dragged  heels  in  ap- 
proving them.  It  took  an  industrywide 
underwriting  loss  of  $418  billion  for 
the  years  1969-70  to  get  enough  rate 
increases  to  put  the  companies  back 
into  the  black  on  underwriting  in  1971 
and  1972. 

One  More  Time 

Those  were  two  banner  years  for 
the  F&C  companies,  with  no  big  hur- 
ricanes and  accident  and  crime  rates 
fairly  stable.  But  inevitably  some  com- 
panies began  shaving  prices  again  to 
gain  added  sales,  and  soon  the  under- 
writing losses  reappeared,  aggravated 
this  time  by  double-digit  inflation.  In 
1973  the  stock  F&C  companies'  com- 
bined loss  and  expense  ratio  on  their 
biggest  line,  auto  insurance,  jumped 
from  100.9%  to  104.5%.  (A  ratio  of 
over  100%  indicates  a  loss.)  In  short, 
they  went  from  black  to  red  on  the 
underwriting  side  of  this  line,  though 
they  still  had  plenty  of  offsetting  in- 
come from  investments.  The  com- 
bined ratio  for  all  F&C  lines  jumped 


from  94V  to  97V,  a  halving  of  the 
stock  F&C  companies'  underwriting 
profit  margins  from  six  points  to  three. 

But  today  the  F&C  companies  seem 
better  positioned  for  a  speedy  re- 
covery. Last  Apr.  30,  federal  price 
controls  went  off— and  premiums  be- 
gan to  climb.  To  be  sure,  many  com- 
panies will  suffer  underwriting  losses 
on  their  auto  and  homeowners'  lines 
this  year.  Outfits  that  concentrate  in 
those  two  areas— may  even  suffer  an< 
underwriting  loss  on  their  total  busi- 
ness. But  the  odds  are  the  losses  will 
be  nowhere  as  great  as  they  were  in 
the  Sixties,  and  they  will  be  mitigated 
by  today's  high  investment  yields. 

To  begin  with,  underwriting  ex- 
penses are  under  far  better  control 
today  than  back  in  the  Sixties,  thanks 
to  greater  computerization  and  lower 
agents'  commissions.  The  companies 
have  reduced  their  ratio  of  expenses 
to  premiums  from  32%  to  28%  over  the 
last  ten  years. 

Another  favorable  factor  is  that 
half  of  the  states,  including  all  of  the 


Today  the  fire  &  casualty 
companies  seem  better 
positioned  for  a 
speedy  recovery. 


most  populous  ones,  now  have  so- 
called  open-rating  laws.  Under  these 
laws,  rate  increases  do  not  need  prior 
approval,  though  they  can  be  dis- 
approved later  on.  Open  rating  and 
the  lifting  of  price  controls  should 
soon  have  an  uplifting  effect. 

Fire  &  casualty  companies  are  do- 
ing other  things,  too,  to  reduce  ex- 
posure to  underwriting  losses,  such  as 
writing  policies  with  higher  deducti- 
ble provisions  and  writing  more  pol- 
icies for  one-year  terms  rather  than 
three-year  terms,  which  means  that 
premium  rates  can  be  adjusted  more 
quickly.  Many  companies  have  also 
pulled  in  their  horns  in  high-risk  mar- 
kets, such  as  homeowners'  insurance 
along  the  Gulf  Coast  or  in  the  Mid- 
west tornado  belt. 

In  addition,  like  the  life  companies, 
the  F&C  companies  are  discovering 
mass  merchandising.  For  now,  that 
means  talking  a  corporate  client  into 
letting  an  insurance  salesman  set  up 
shop  in  its  plants  and  offices  to  sell 
individual  fire  &  casualty  policies  to 
employees  during  working  hours.  But 
before  long  it  will  also  mean  selling 
true  group  policies,  such  as  group 
auto  or  homeowners'  insurance  for  an 
entire  body  of  company  employees. 

One  obvious  beauty  of  this  trend, 
aside  from   the   added  business   it   is 


bringing  in,  is  that  it  further  circum- 
vents the  independent  agent.  The 
agency  companies,  besides  trimming 
commissions  in  recent  years,  have  tak- 
en over  many  of  the  agents'  former 
administrative  and  bookkeeping  func- 
tions. Is  the  agent  on  the  way  out, 
and  with  him  the  American  Agency 
System?  IXA  threw  a  scare  into  its 
agents  three  years  ago  when  it  began 
experimenting  with  direct  writing  in 
Indiana,  and  in  the  process  won  some 
important  concessions.  But  it  has  gone 
back  to  the  agency  system  there  now. 
Here's  what  Donald  Johnson,  presi- 
dent of  Aetna  says  about  the  indepen- 
dent agents:  "They  will  probably  be 
around  for  a  long  time  to  come,  but 
they  are  going  to  be  a  lot  less  inde- 
pendent. They  are  going  to  perform 
fewer  functions  for  us  and  take  lower 
commissions  in  return.  And  more  and 
more,  they're  going  to  do  business 
with  just  one  company." 

"We  will  probably  never  iron  out 
the  cycles  in  this  business,"  says  INA 
Chairman  John  Gurash.  "But  com- 
pared with  the  Sixties,  we've  come  a 
long,  long  way.  Despite  inflation,  this 
is  now  a  very  healthy  industry." 

The  Multiple-Liners 

Perhaps  the  companies  with  the 
most  going  for  them  right  now  are  the 
multiple-line  outfits  like  Aetna  and 
Travelers.  Certainly  the  trend  in  the 
insurance  business  is  to  become  part 
life  company  and  part  fire  &  casualty 
company.  Allstate  and  State  Farm, 
for  example,  are  pushing  life  insurance 
sales  as  hard  as  they  can  these  days. 
INA  is  on  the  prowl  for  a  large  life 
company  to  acquire.  So  are  others. 
In  the  reverse  direction,  four  of  the 
giant  mutual  life  companies— Pruden- 
tial, Metropolitan,  John  Hancock 
and  Equitable— have  recently  jumped 
into  the  fire  &  casualty  business. 

"They  used  to  laugh  at  us  as  neither 
fish  nor  fowl,"  smiles  Morris  Beach, 
chairman  of  Travelers.  "But  as  a  mul- 
tiple-line company,  we  are  in  a  v  ei  v 
flexible  position.  We  can.  move  our 
assets  in  and  out  of  almost  any  line 
of  insurance  you  can  think  ol  with, 
great  ease,  as  the  conditions  dictate. 
And  we  can  use  an  entree  with  a  cus- 
tomer in  one  kind  of  insurance  to  sell 
him  many  other  kinds  ol  Insurance. 
This  may  sound  pompons,  but  we  are 
the  future  in  insurance.  Nobod)  a 
laughing  anymore." 

The  insurance  business,  however, 
is  not  one  to  look  at  on  a  quarter-to- 
quarter  or  even  a  year-to-year  basis. 
Look  instead  at  the  profits  and 
cash  flow  that  these  companies  gen- 
erate over  a  longer  period  ol  time,  and 
at  the  built-in  advantages  that  enable 
them  to  do  so.  This  is  a  good  time  to 
own  a  piece  of  ;i  monev  machine.    ■ 
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We've  listed  over 

400  things  to  do 

in  Mexico. 

All  of  them  profitable. 


Automotive  Parts,  Egg  Sorters, 

Check  Authenticators,  Light  and 

Heavy  Machinery,  Electronics 

Components,  Binoculars,  Cellulose 

Powder,  Milking  Machines. 

These  are  just  a  few  of  the  products 

Mexico  is  presently  importing  and 

needs  to  produce.  Now. 

WHERE  YOU  COME  IN 

We  have  the  work  force,  the  industrial 

sites,  the  market,  and  most  of  the 

technology.  All  of  which  we'd  like  to 

link  with  your  specific  know-how,  your 

special  equipment  and  your  expertise. 

We've   laid  the  basic  groundwork. 

Now,  we  need  enthusiastic  partners 

like  yourself  to  get  our  joint  ventures 

moving.  Together. 

WHAT  WE'RE  OFFERING 

Monetary  stability:  our  Peso  has 

maintained  parity  with  the  U.  S.  dollar 

for  over  20  years  now. 

Political  stability:  a  tradition  in  Mexico 

and  a  definite  plus  in  these  troubled  m  mpY|f*0 

Fiscal  incentives:  For  plant  expansion,  til©  DGSt  inVGStlTI6nt 

regional  development,  exports  and  Organizing  Committe  Palacio  de  los  Deportes 

Others.  Mexico 8, D.F.  Phone  530-27-11/530-69-11 

Telex  01774 -532 

For  immediate  information, call  our  local  Commercial  Advisor  at  Chicago(312)266  7006  07 and  08;  Los  Angeles (213) 388  22  01 

Washington.  DC.  (202)  785-3214  and  785-3215;  New  York(212)371  3823  to  26;  Dallas(214)742  8554  and  742  8374 

London  839-6586,87, 88,89  839-1687;  Sidney  25  5231,32 ;  Stockholm  60-22-27/67-11-77;  Toronto  364  4725/364  4770 

Tokyo  580  0811/580  9202  to  04 


Where  else  could  you  find  all  these 

advantages?. 

COME  AND  SEE  FOR  YOURSELF 

Farsighted  investors  from  abroad 

are  already  making  reservations 

for  our  major  International  Exhibit,  to 

be  held  in  Mexico  City's  Sports 

Palace  from  June  28  through  October 

20,  1974. 

Here  they'll  get  a  firsthand  look  at 

those  400  products  that  can  be 

produced  immediately  and  profitably 

in  Mexico,  which  are  part  of  a  total  of 

5000  we  are  currently  importing 

and  plan  to  produce  in  the  future, 

as  our  partners.  They'll   have  a 

chance  to  talk  business  in  meetings 

with  local  counterparts. 

If  you  attend,  we  can  promise  you  a 

rewarding  experience. 
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What  other  ne wsweekly 
puts  you  so  close  to  the  action? 


Sports  is  a  world  of  action.  So 
naturally  Sports  Illustrated  is  the  news- 
weekly  of  action. 

But  we  don't  think  it's  enough  just 
to  cover  the  action.  We  want  to  put  you 
right  inside  it. 

The  Third  Newsweekiys  writers 
and  photographers  and  artists  haunt 
fields,  courts,  tracks,  oceans  and  moun- 


tains to  capture  the  exact  telling 
moment.  The  close  call,  the  crunch,  the 
play  you  wouldn't  belieye,  the  split  sec- 
ond when  victory  hung  in  the  balance. 

They're  not  just  showing  you  what 
happened;  theyVe  making  you  feel  what 
it  felt  like  at  the  center  of  the  action. 

No  other  magazine  catches  so 
much  action,  so  totally.  Just  ask  the  9^ 


million  men  who  enter  the  action  wor] 
of  sports  every  week  through  the  page 
of  The  Third  Newsweekly. 

Could  your  advertising  use  more 
action?  It's  as  close  as  your  phone  and 
the  SI  man  at  the  other  end. 

Sports  Illustrated 

The  Third  Newsweekly. 
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Meet 

Ed  Kremer 


The  independent  agency  system  may  be  losing 
ground,  but  in  some  places  it's  still  thriving. 


Right  now  business  is  very  good  for 
Ed  Kremer,  an  insurance  agent  in  Sal- 
isbury, Md.  For  the  companies  he 
represents,  his  firm  should  generate 
about  $800,000  in  premiums  this 
year.  Kremer  serves  some  1,800  cus- 
tomers, mostly  individuals  who  buy 
auto  and  homeowners'  policies.  But 
his  300  commercial  accounts  produce 
over  half  his  revenue. 

From  his  gross  billings,  Kremer,  43, 
will  draw  nearly  $160,000  in  com- 
missions. After  expenses,  including 
mortgage  payments  on  the  brickfront 
building  he  shares  with  two  other  of- 
fices and  salaries  for  his  one  young 
salesman  and  four  secretaries,  Krem- 
er's  agency  gives  him  an  income  com- 
parable to  that  of  a  vice  president  of 
a  big  company— but  with  a  good  deal 
more  independence.  And  money  goes 
a  little  farther  in  Salisbury,  a  town  of 
45,000  that  is  the  economic  center  of 
the  booming  Delmarva  Peninsula:  A 
full-course  lunch  in  one  of  the  better 
restaurants  costs  less  than  $2. 

Despite  his  obvious  success,  Krem- 
er's  way  of  selling  insurance— called 
the  American  Agency  System— is  rap- 
idly losing  ground.  Today,  there  are 
about  250,000  independent  insurance 
agents,  and  they  brought  in  about 
68%  of  the  $18.7  billion  spent  for  in- 
dividual fire  &  casualty  premiums 
last  year.  Just  after  World  War  II 
that  figure  was  close  to  100%. 

Independent  agents  lost  the  busi- 
ness to  companies  that  bypass  them 
and  deal  directly  with  the  public. 
These  direct  writers'  share  of  the  $13- 
billion  auto  insurance  business,  for  ex- 
ample, has  grown  from  less  than  20% 
in  1953  to  nearly  50%  last  year.  Be- 
tween them,  State  Farm  and  Allstate 
—the  top  two  direct  writers— now 
have  one-fifth  of  the  total  auto  market. 

The  decline  of  independent  agents 
and  the  companies  they  represent  has 
a  simple  economic  explanation:  price. 
"Direct  writers  have  been  beating  the 
hell  out  of  us  for  years  with  their 
10%,  20%  or  30%  savings,"  says  Tom 
Johnson,  head  of  the  Florida  Associa- 
tion of  Insurance  Agents  and  a  leading 
critic  of  the  agency  system. 

Part  of  the  reason  for  the  direct 
writers'  lower  costs  is  that  they  seem 
to  spend  less  money  settling  individ- 
ual claims.  That's  the  conclusion  of 
an  economic  analysis  made  by  the 
Florida  agent's  association.  "Our  com- 
panies are  a  litde  more  lenient,  and 


we  pay  a  litde  quicker,"  explains 
Kremer.  Friends  of  the  agency  system 
disagree:  They  think  direct  writers 
claim  costs  are  lower  because  their 
lower  rates  bring  them  the  best  risks. 

The  high  selling  overhead  of  the 
agency  system,  however,  accounts  for 
most  of  the  price  differential.  Overall, 
expenses  for  the  direct  writers  are 
about  1 1%  less  than  at  the  agency  com- 
panies. Here's  why:  State  Farm  gives 
its  one-company-only  agents  a  straight 
10%  commission;  Allstate  pays  15%  for 
new  business,  6.5%  on  renewals.  Gov- 
ernment Employees  Insurance  Co.,  a 
big  direct  writer,  uses  mostly  direct 
mail  solicitations  and  salaried  tele- 
phone order-takers.  By  contrast,  agen- 
cy companies  usually  pay  17.5%  com- 
missions across  the  board. 

The  normal  agent's  desire  to  max- 
imize personal  contact  with  his  cus- 
tomers is  expensive.  That  means  most 
agents  handle  their  own  billing,  miss- 
ing out  on  the  savings  of  company- 
produced  computer  mailings. 

"The  agency  system  is  a  very  high- 
cost  operation,"  explains  Paul  Jeskew, 
a  Massachusetts  Institute  of  Tech- 
nology economist  who  is  an  expert  on 
the  industry.  "The  good  agent  has  a 
lot  of  expertise,  but  you  don't  need 
it  for  the  standard  policy  that  the 
everyday  customer  buys."  He  esti- 
,  mates  that  the  public  would  pay  $1.5 
billion  less  in  premiums  each  year  if 
all  personal  property  and  liability  in- 
surance was  sold  by  direct  writers. 

Juicy  Plums 

Back  to  Ed  Kremer.  Today,  his  most 
profitable  business  is  writing  construc- 
tion surety  bonds— a  specialty  that  pro- 
duces a  30%  commission.  But  Kremer 
got  those  juicy  plums  as  an  offshoot 
of  selling  the  small  stuff. 

"When  I  started,  I  spent  most  of 
my  time  on  auto  and  homeowners' 
policies,"  he  says.  "The  commercial 
business  developed  after  those  guys 
I'd  taken  care  of  became  managers 
and  their  own  businesses  started 
growing."  Thus,  over  the  long  run, 
the  agency  system  can't  retain  its  still- 
dominant  position  in  the  commercial 
field  if  it  loses  the  personal  accounts. 

Now,  though  they  haven't  been  a 
major  factor  in  the  $19-billion  com- 
mercial insurance  market,  direct  writ- 
ers are  entering  it  in  a  big  way.  Both 
State  Farm  and  Allstate  are  pushing 
a  commercial   multiperil   policy   that 


Agent  Kremer 

applies  the  homeowners'  package  cov- 
erage concept  to  small  businesses. 
Their  premiums  from  these  policies 
have  tripled  in  the  past  three  years. 

While  the  direct  writers  are  eating 
away  at  independent  agents'  bread- 
and-butter  personal  business,  there's 
another  challenge  from  the  opposite 
direction.  The  nationwide  insurance 
brokers  like  Marsh  &  McLennan, 
Johnson  &  Higgins  and  Alexander  & 
Alexander  have  completed  a  decade 
of  mergers  and  acquisitions  that  put 
them  in  a  position  to  go  after  smaller 
accounts  as  well  as  corporate  cus- 
tomers. Industry  experts  estimate  that 
the  top  dozen  of  these  companies  may 
write  about  half  the  premium  volume 
of  the  U.S.'  commercial  insurance. 

With  all  these  problems,  what  is 
the  future  of  the  agency  system?  The 
law  puts  insurance  companies  over  a 
barrel.  A  1904  Supreme  Court  deci- 
sion makes  it  clear  that  when  an 
agent  like  Ed  Kremer  places  insur- 
ance with  a  particular  company,  he 
has  the  right  to  cancel  or  transfer 
the  business  at  will.  That's  why  no 
insurer  has  ever  switched  from  the 
agency  system  to  direct  writing.  Over- 
night, angry  agents  could  move  much 
of  its  premium  income  to  competitors. 

Nevertheless,  some  companies  are 
experimenting  with  ways  of  encour- 
aging their  better  agents  to  work  for 
them  on  a  more  exclusive  basis.  Seat- 
tle-based SAFECO,  for  example,  of- 
fers special  incentives  to  any  agent 
who  places  40%  of  his  business  with 
the  company.  Hartford  has  begun  in- 
stalling computer  terminals  in  offices 
of  its  bigger  agent?  to  make  their 
policy  service  competitive  with  direct 
writers— and  to  provide  a  foot  in  the 
door  to  future  exclusivity.  Says  Kem- 
per Corp.'s  President  James  Kemper, 
"In  the  future  you're  going  to  see  a 
little  different  type  of  operation.  A 
man  is  better  off  if  he  picks  his  two 
or  three  best  companies  and  just 
works  for  them." 

Whatever  changes  may  come,  in- 
dependent agents  like  Ed  Kremer  are 
going  to  be  around  for  a  long  time. 
But  the  tide  is  going  against  them. 
One  more  bastion  of  small  business  is 
losing  ground  to  the  impersonalities 
—and  efficiencies— of  big  business.   ■ 
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How  Are  The  Companies  Doing? 

Here  is  a  statistical  rundown  on  the  performance  of  the  stockholder-owned 
life,  fire  &  casualty  and  multiple-line  insurance  companies. 


Three  times  since  1950  investors 
have  ridden  up— and  later  down— the 
roller  coaster  with  life  insurance  stocks 
—in  the  early  Fifties,  the  early  Sixties 
and  in  1970-72.  A.M.  Best  Co.'s  life 
stock  average,  which  hit  450  in  1972, 
has  tumbled  to  214.5,  down  52%. 
Meanwhile  Best's  fire  &  casualty  stock 
average,  which  soared  from  52  to  158 
between  1967-72,  is  down  to  68.4. 

Why  the  recurrent  love  affairs  with 
insurance  company  shares?  Certainly 


their  wonderful  combination  of  steady 
growth,  ample  profits  and  relatively 
low  risk,  described  in  the  story  on 
page  71,  has  a  lot  to  do  with  it.  Also, 
in  the  case  of  life  stocks,  there  was 
the  certain  knowledge  that  under  the 
former  "statutory"  accounting  rules 
the  companies'  earnings  were  under- 
stated. In  the  fire  &  casualty  compa- 
nies, which  are  permitted  to  invest 
more  heavily  in  equities  than  life  com- 
panies are,  there  was  the  appeal  of 


being  able  to  cash  in  on  the  unreal- 
ized portfolio  capital  gains. 

Today  some  of  that  allure  has  been 
'  lost.  The  stock  life  companies,  start- 
ing last  year,  must  account  on  the 
basis  of  "generally  accepted  account- 
ing principles,"  which  means  that  their 
earnings,  if  anything,  may  now  be 
overstated,  and  their  assets,  too.  And 
in  today's  stock  market,  the  unreal- 
ized capital  gains  of  the  F&C  com- 
panies are  shrinking  rapidly. 


Stock  Life  Insurance  Companies 

1973  RESULT* 

PROF  TARN  ITV 

($  millions) 

Life 

Life 

Return  or 

Equity 

Yield  on  Investments 

Total 

Insurance 

Total 

Insurance 

Net 

4-Year 

4-Year 

Rank 

Assets 

In  Force 

Revenues 

Premiums 

Income 

Company 

Average 

1973 

Average 

1973 

1 

$2,461 

$13,068 

$426 

$301 

$71.3 

NLT  Corp 

9.7% 

10.2% 

5.1% 

5.6% 

2 

1,831 

11,628 

428 

278 

51.3 

Jefferson-Pilot  Corp 

11.5 

12.9 

6.1 

6.5 

3 

1,760 

11,937 

339 

241 

28.2 

American  National  Financial  Corp 

7.1 

8.6 

5.7 

6.0    I 

4 

1,601 

9,397 

283 

182 

34.8 

Franklin  Life  Insurance 

NA 

14.9 

5.5 

6.0 

5 

1,542 

11,897 

340 

253 

43.3 

Capital  Holding  Corp 

11.3 

11.7 

5.6 

6.2 

6 

1,457 

11,011 

324 

194 

41.9 

USLIFE  Corp 

16.5 

19.6 

6.1 

6.8 

7 

1,368 

6,973 

277 

181 

23.9 

Southwestern  Life  Corp 

10.7 

12.1 

5.7 

6.0 

8 

1,255 

7,623 

307 

136 

33.8 

Richmond  Corp 

II  4 

12.3 

6.0 

6.5 

9 

1,210 

6,581 

236 

176 

38.1 

Liberty  National  Life  Insurance 

12.6 

13.1 

5.9 

6.3    | 

10 

1,186 

11,924 

342 

273 

21.2 

Nationwide  Corp. 

8.5 

10.3 

5.8 

6.2 

11 

1,071 

3,225 

149 

76 

9.2 

Equitable  Life  Insurance  Co  of  Iowa 

9.3 

8.6 

5.7 

6.1    I 

12 

1,012 

15,529 

628 

571 

28.2 

Provident  Life  &  Accident  Insurance 

13.8 

14.7 

5.6 

5.9 

13 

968 

9,791 

198 

151 

13.9 

United  Benefit  Life  Insurance 

NA 

8.4 

5.3 

5.7 

14 

953 

4,494 

166 

81 

18.9 

Monumental  Corp 

12.5 

13.0 

5.7 

6.2 

15 

806 

7,655 

318 

268 

21.6 

Washington  National  Corp 

9.7 

10.4 

5.9 

6.5    j 

16 

740 

3,222 

375 

347 

NA 

Bankers  Life  &  Casualty* 

NA 

NA 

3.8 

3.7    J 

17 

702 

6,709 

196 

117 

14.2 

BMA  Corp 

10.4 

11.2 

5.5 

6.0    | 

18 

686 

4,256 

143 

97 

17.1 

Southland  Financial  Corp 

NA 

16.3 

6.0  1 

19 

650 

2,890 

96 

59 

10.7 

Kansas  City  Life  Insurance 

5.7 

5.9    1 

20 

650 

4,544 

168 

135 

16.1 

Life  Insurance  Co  of  Georgia 

12.9' 

13.4 
12.5 

5.4 
5.5 

21 

617 

2,462 

81 

40 

10.5 

Great  Southern  Corp 

11.0 

5.8    1 

22 

594 

4,020 

123 

72 

15.5 

Liberty  Corp 



11.6 

5.7 

i.9 

23 

513 

1,842 

110 

86 

13.4 

Monarch  Capital  Corp 

NA 

7.2 

5.4 

5.6 

24 

500 

2,679 

323 

305 

44.5 

Combined  Insurance  Co  of  America 

21.2 

20.7 

4.1 

4  4   1 

25 

488 

10,959 

300 

283 

8.8 

Republic  National  Life  Insurance 

NA 

12.2 

4  6 

26 

479 

5,864 

100 

78 

15.2 

Farmers  New  World  Life  Insurance 

14.3 

15.2 

5.8 

''  ! 

27 

452 

3,158 

186 

156 

21.8 

Independent  Life  &  Accident  Insurance 

NA 

5.4 

5.8 

28 

448 

5,383 

130 

103 

13.0 

Philadelphia  Life  Insurance 

I6  ' 

I5.9 

5.8 

6.2 

29 

447 

2,941 

93 

69 

13.  r> 

Home  Beneficial  Corp 

12.0 

12.8 

6.2  1 

30 

433 

2,194 

159 

124 

11.0 

Pennsylvania  Life 

l  I  6 

NA 

naJ 

31 

403 

2,949 

85 

67 

1.8 

Manhattan  Life  Corp 

NA 

NA 

■  I 

'-■ 

r.  < 

32 

373 

3,725 

78 

61 

12.8 

Fidelity  Union  Life 

NA 

I6.3 

6.0 

<>  1 

33 

311 

2,462 

53 

37 

9.5 

Northwestern  National  Life** 

I0  5 

II  4 

'"  ! 

34 

287 

1,146 

129 

118 

14.6 

National  Liberty  Corp 

15.1 

5.7 

(' 

35 

279 

2,377 

69 

55 

NA 

Durham  Life  Insurance* 

N  \ 

NA 

i.6 

36 

278 

2,779 

66 

54 

7.1 

Kentucky  Central  Life 

13.1 

13.2 

6.0 

«.  1 

37 

252 

1,182 

37 

24 

6.5 

Equitable  General  Corp 

III 

11.6 

''  -' 

38 

210E 

3,268 

78 

64 

NA 

Protective  Life 

NA 

NA 

•  l 

i.9     1 

39 

209 

1,348 

41 

27 

1.2 

Continental  American  Life  Imuran!  «• 

l  i  6 

li,  | 

'   ' 

Average 

12.5 

13.0 

5.5 

">.') 

Note:    All 

figures  are 

shown  on   the 

basis   of    "gt 

nerally  accepted  account 

iRg   P'ln                    1(1    cases   whore   exemptions   (rom,    or 

delayi   In   converting    to. 

ntlng 

granted  bv  regulatory  authorities,  f 

gures  are  eitl 

ier  omiffed  or 

hen  GAAP  were  acoMed 
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Yet  the  table  below  shows  that 
most  stock  life,  stock  fire  &  casualty 
and  stock  multiple-line  companies  are 
in  the  pink  of  health.  True,  this 
year's  first-half  F&C  earnings  (the 
tables  are  based  on  results  through 
1973)  are  being  hurt  by  inflated 
claims  costs.  But  the  pain  should  be 
only  temporary,  for  reasons  described 
in  the  preceding  story.  The  fact  is, 
many  insurance  companies  boast  ex- 
cellent growth  rates,  excellent  profit 
returns  and  low  price  multiples. 

One  big  problem  in  dealing  with 
insurance  stocks,  of  course,  is  that  the 
vocabulary  and  business  concepts  dif- 
fer from  those  in  other  industries.  Sim- 
ply stated,  an  insurance  company  is 
a  pool    in    which    a    large    number 


of  people's  risks— against  premature 
death,  against  property  loss,  against 
financial  disaster— are  averaged  out. 
Everyone  pays  in  premiums  to  cover 
each  other's  claims,  reserves  against 
an  unaverage  number  of  claims,  op- 
erating expenses  and  shareholders' 
profit.  The  company  earns  its  profit 
two  ways:  from  underwriting  the  in- 
surance risks  and  from  investing  the 
reserves  it  holds  against  future  claims. 
An  underwriting  loss  is  often  more 
than  offset  by  investment  income. 

Now  take  the  stock  life  companies 
table  below,  reading  from  left  to  right 
across  the  column  headings.  Most  in- 
surance company  assets  are  made  up 
of  stocks,  bonds  and  other  investments 
in   which   the    company's    policy   re- 


,  SPECIAL: 

JRANCE  REF 

*  1974! 


serves  are  invested,  though  life  com- 
panies, thanks  to  the  cash-value  poli- 
cies, tend  to  accumulate  assets  faster 
than  F&C  outfits.  Life  insurance  in 
force  is  the  total  face  value  of  all  of 
the  policies  currentiy  outstanding.  To- 
tal revenues  include  the  life  insurance 
premiums  shown  in  the  next  column 
plus  investment  income  earned  on 
reserves  and  revenues  from  any  non- 
insurance  subsidaries.  The  net  in- 
come, of  course,  is  what  is  left  after 


GROWTH 


TREND 


STOCK  DATA 


(4-Year  Compounded  Rate) 

Life  Life 

otal       Insurance      Total       Insurance 
sets       In  Force    Revenues  Premiums 


Earnings 
Per  Share 


(Change  1973  vs  1972) 
New 
Life  Insurance       Total        Earnings 


Written 


1973 
Earnings 


Recent 


Price/ 
Earnings 


1973-74 


Revenues  Per  Share      Per  Share       Price         Ratio        Price  Range 


Indicated 
Dividend 


5.9% 

6 
5.0 
i|A 

).7 


6.8% 
8.4 
3.6 
5.1 
11.9 


7.1% 
11.2 

4.0 

6.7 
13.4 


5.5% 
10.5 

3.0 

5.0 
12.6 


12.5% 
17.2 
21.8 
NA 
14.8 


9.1% 
10.9 

5.7 

17.7 

0.3 


7.9% 
11.9 

7.0 
8.6 
5.6 


6.7% 
16.4 
25.7 

7.8 
11.9 


$2.08 
2.13 
0.88 
1.65 
1.51 


12 
25 

7 
13V2 

183/4 


6 

11 

7 

8 

12 


303/a-  11V4 
40%-  21% 
12  -  6% 
31%-  11V2 
32  3A-  17% 


$0.40 
0.60 
0.40 
0.76 
0.30 


1 .6 

.5 
.9 
J.8 

J.  3 


4.7 
8.0 
8.6 
8.4 
9.5 


9.5 

5.5 

12.4 

10.2 

16.0 


7.0 
7.1 
6.7 
9.3 
15.8 


25.7 

14.2 

16.6 

15.3+ 

19.8 


19.4 
12.5 
-14.1 
21.5 
16.9 


5.2 

6.0 

8.2 

11.0 

11.3 


32.5 
26.9 
11.8 
14.5 
26.8 


2.20 
2.31 
2.55 
1.90 
2.08 


11% 
23% 
11Y2 
24 % 
7Va 


5 
10 

5 
13 

3 


39%- 
45%- 
29%- 
37%- 
19     - 


11% 
20% 
11 

20% 
6% 


0.29 
0.92 
0.80 
0.24 
0.25 


>IA 
I.O 
i.3 


5.7 

11.4 

8.7 

5.3 

11.1 


5.1 
15.3 

9.5 
10.2 

9.8 


4.0 

15.1 

9.0 

3.6 

10.3 


6.5 
18.3 

\\ 
16.4 

9.5 


19.7 

44.7 

27.2 

9.8 

8.4 


7.7 
13.5 
9.9 
5.7 
6.4 


-4.2 
14.4 

3.1 
10.9 

9.8 


1.84 
2.86 
19.34 
1.32 
3.02 


12 
26 
184 
11% 
11% 


6 

9 

10 

8 

4 


23     -     8 
51 'A-  26 
200     -180 
46%-  11% 
26%-  11% 


X.2 
7 
4A 
J.5 
JA 


13.5 
8.0 
4.8 
6.6 
8.0 


12.6 

15.5 

8.0 

7.9+ 

9.2 


12.2 
6.8 
7.5 
8.0+ 
7.8 


NA 
12.9 
21.7 

9.9+ 

NA 


9.0 

-     11.0 

6.7 

11.0 

-7.8 


3.0 
13.6 
8.6 
7.0 
9.7 


.2 
1.0 
-JA 

.7 
AA 


7.1 
10.6 

3.3 
44.7 
12.3 


6.1 
10.1 

5.2 
13.7 
24.6 


2.4 
10.5 

4.0 
13.4 
25.0 


16.7 
13.2 

NA 
12.0 

NA 


14.2 

4.8 

-1.0 

8.6 

12.9 


8.0 

9.8 

3.9 

13.5 

28.9 


22.9 
19.8 
2.8 
21.8 
16.0 


2.15 
2.30 
1.46 
1.62 

0.94 


10% 

10% 

9% 

8% 

2% 


27  - 
23%- 
18%- 
20%- 
15%- 


9 

9% 
8% 

6% 

2/2 


1.9 

J  A 

).4 

9 


12.3 
10.7 
12.3 
8.6 
25.0 


11.0 

10.2 

'13.9 

■    8.2 

15.6 


10.6 
8.4 

13.9 
6.5 

13.8 


21.9 

NA 

15.2 

16.6 

-5.5 


-3.4 
-7.3 
24.9 
2.9 
90.3 


9.3 

8.8 

18.5 

10.4 

37.1 


18.4 

20.0 

4.0 

11.3 

-20.3 


2.32 
2.22 
1.55 
4.23 
0.51 


42 

7% 

9% 

16% 

1% 


17 
3 
6 
4 
3 


65%- 
28%- 
29  - 
45%- 
91/4. 


35 

7 

9% 
16% 

1 


./ 

$2 
A 


3.1 

10.2 

12.7 

-3.6 

8.6 


0.1 
10.6 

8.1 
28.3 
10.2 


-1.3 
10.1 

8.0 
29.6 

9.9 


NA 
14.5 

9.0 
22.6 

NA 


38.0 
26.4 
45.1 
72.7 
18.2 


3.1 

10.7 

9.1 

9.7 

13.2 


NA 
5.0 
9.7 
-25.7 
NA 


0.52 
2.51 
2.71 
1.04 

NA 


3 
14% 

10% 

1% 

14% 


7%- 
42%- 
26  - 
253/»- 
27%- 


2% 

13% 

9% 

1% 

13% 


11.2 
5.3 

10.9 
3.7 


5.4 
7.0 
8.0 
4.9 


4.6 
5.3 
6.7 
2.7 


18.3 

11.8 

NA 

10.1 


47.7 

5.7 

-3.9 

18.5 


9.7 

0 

7.8 

11.5 

10.5 

NA 

6.8 

10.6 

9.4         10.3 


9.0 


14.8 


16.8 


10.2 


11.2 


eor  overage.  t  3  year  growth.  *  All  figures  are  on  a   "statutory      basis. 

I  P/E  ratio  based  on  lotest  12-monlh  earnings  oer  share. 


E-Company    estimate  It    Plus    stock.  NA-Not   ovailable 
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0.35 
0.56 
2.00 
0.42 
0.80 


NA  Not  available— privately  held 

16.7  2.37  10%  5  32%-     9%  0.58 

9.5  1.35  20  15  24%-  18  0.30 

5.0  3.50  18  5  46     -  18  1.20 

19.1  2.68  13%  5  30-12  0.60 


0.48 
0.30 
0.76 
0.55 
none 


0.16 
0.48 
0.44++ 
0.92 
none 


0.20 
0.55 
0.45 
none 
0.64 


1.33 

4% 

3 

8%- 

4 

0.20 

1.94 

9% 

5 

25%- 

8 

0.40 

NA 

93/4 

— 

19%- 

9% 

0.52 

1.56 

133/4 

9 

20     - 

12% 

0.88 
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all  the  expenses  have  been  covered. 
Moving  across,  the  return-on-equi- 
ty  figure  is  the  same  as  that  calcu- 
lated for  any  other  company.  We've 
used  a  four-year  average  because 
that  is  as  far  back  as  most  life  com- 
panies have  gone  in  converting  their 
figures  to  the  new  "generally  accept- 
ed accounting  principles"  rules.  The 
yield  on  investments  shows  how  well 


a  company  has  done  in  investing  its 
policy  reserves.  Companies'  overall  in- 
vestment yields  have  improved  mark- 
edly from  the  4%-5%  of  the  Sixties, 
thanks  to  the  sharp  jump  in  interest 
rates,  but  they  lag  behind  the  yields 
now  available  on  new  investments  be- 
cause of  the  time  it  takes  to  turn  over 
a  large  portfolio. 

The  four-year  growth  and  1972-73 
trend  figures  are  self-explanatory, 
indicating  how  fast  the  company  is 
growing.  So  is  the  stock  market  data 


shown  in  the  far  right-hand  section. 
One  thing  to  look  out  for  is  a  com- 
pany whose  premiums  and  revenues 
are  increasing  at  a  much  faster  rate 
than  its  assets.  That's  often  an  indica- 
tion that  it  is  selling  a  lot  of  low- 
profit  group  and  term  insurance  as  op- 
posed to  cash-value  insurance  which 
builds  up  income-earning  assets  faster. 
The  fire  &  casualty  tables  that  fol- 
low contain  most  of  the  same  column 
headings.  The  main  difference  is  the 
columns  headed  Combined  Ratio.  This 


Stock  Fire  &  Casualty  Companies 

1971   RESULTS 

PROFITAI 

($  millions) 

Combined  Loss 

Fire  & 

Net 

Return  on 

Equity 

&  Expense  Ratio 

Total 

Total 

Casualty 

Investment       Net 

4-Year 

4-Year 

Rank 

Assets 

Revenues 

Premiums 

Income 

Income 

•                                  Company 

Average 

1973 

Average 

197] 

1 

$4,474 

$1,652 

$1,403 

$129.9 

$131.2 

Continental  Corp 

8.6% 

8.9% 

97.6% 

97.9 

2 

1,828 

876 

919 

47.6 

56.0 

US  Fidelity  &  Guaranty 

10.1 

7.9 

96.7 

97.0 

3 

1,459 

776 

741 

48.6 

47.5 

Crum  &  Forster 

10.9 

10.9 

98.8 

99.1 

4 

939 

351 

322 

37.4 

38.2 

General  Reinsurance  Corp* 

16.3 

15.6 

97.1 

99.5 

5 

733 

528 

534 

29.0 

33.0 

Government  Employees  Insurance 

24.6 

19.8 

96.3 

97.6 

6 

619 

362 

326 

22.3 

20.9 

Kemper  Corp 

16.8 

14.2 

97.8 

99.6 

7 

500 

206 

199 

18.4 

16.8 

American  Re-Insurance* 

19.5 

12.2 

96.8 

99.8 

8 

498 

245 

178 

17.0 

15.2 

ERC  Corp* 

12.5 

12.4 

98.5 

99.0 

9 

457 

303 

287 

15.7 

26.0 

Ohio  Casualty 

22.2 

20.1 

91.7 

92.5 

10 

306 

191 

159 

9.5 

11.3 

NN  Corp 

11.2 

11.3 

95.7 

96.8 

11 

287 

178 

165 

10.7 

10.7 

Hanover  Insurance  Cos. 

NA 

12.9 

98.1 

98.4 

12 

284 

146 

126 

8.0 

12.3 

Republic  Financial  Services 

20.7 

17.7 

92.2 

91.7 

13 

268 

148 

145 

10.0 

16.8 

Western  Casualty  &  Surety 

18.2 

20.2 

90.9 

87.9 

Average 

16.0 

14.2 

95.6 

96.3 

Note:   All   figures  are 

shown  on 

the   basis  of 

generally   accepted   accounting   principles.''     In   cases  where   exemptions    from,    or  o 

elays    in   converting    to, 

3AAP  accounting 

hove  t 

granted 

by    regulatory   authorities,    figures   are 

either  omitted    or   shown 

only    for  periods   when   GAAP  were   applied. 

"  A    reinsurance    company.          NA 

—Net   available 

Stock  Multipl 

e  Line  Insurance  Companies 

1Q73  RESULT^ 

GROWTH 
Compounded  Rate) 

/ 

($  millions) 

f 

(4-Yeai 

Life 

Total 

Life 

Total 

Total     Insurance 

Total      Insurance 

Net 

Total 

Insurance 

Total 

Insurance 

Earnin 

Rank 

Assets      1 

n  Force 

Revenues  P 

•emiums   I 

ncome 

Company 

Assets 

In  Force 

Revenues  Premiums 

PerSh 

1    $13,105     $74,145 

$4,709 

$3,864     $195.0 

Aetna  Lite  &  Casualty 

8.4% 

6.6% 

8.6% 

7.5% 

40.8 

2 

9,289 

65,321 

4,181 

3,713 

178.4 

Travelers  Corp 

8.3 

5.5 

10.4 

10.1 

21.6 

3 

7,924 

41,428 

2,415 

1,931 

132.8 

Connecticut  General  Ins  Corp 

9.3 

6.6 

10.4 

9.3 

23.6 

4 

4,593 

16,733 

1,773 

1,620 

27.3 

CNA  Financial  Corp 

NA 

3.8 

10.0 

9.4 

-14.7 

5 

4,100 

31,035 

1,187 

943 

93.0 

Lincoln  National  Corp 

7.4 

7.7 

11.5 

12.0 

12.6 

6 

3,617 

6,702 

1,895 

1,625 

111.2 

INA  Corp 

11.7 

12.1 

18.2 

15.8 

23.0 

7 

3,563 

20,234 

967 

821 

68.4 

American  General  Group 

13.1 

20.5 

9.5 

8.9 

17.4 

8 

1,792 

2,747 

765 

698 

57.2 

St.  Paul  Companies 

14.3* 

14.7' 

15.51 

15.0' 

1 8  '■ 

9 

1,499 

2,163 

732 

552 

36.2 

Reliance  Group 

NA 

12.3 

12.1 

11.4 

1 0.1 

10 

1,432 

3,298 

673 

610 

45.8 

Chubb  Corp 

10.4 

7.5 

16.3 

16.3 

20.0 

11 

1,308 

3,285 

670 

542 

53.5 

American  International  Group 

17.5 

22.3 

17.0 

17.1 

24.0 

12 

1,116 

4,267 

565 

498 

37.9 

Safeco  Corp 

14.0 

22.2 

13.9 

12.6 

18.4 

13 

900 

3,225 

249 

177 

5.1 

Fidelity  Corp 

22.0 

6.6 

26.9 

23.9 

14 

884 

7,022 

236 

178 

29.1 

Gulf  Life  Holding 

8.7 

4.7 

13.1 

12.5 

15 

458 

1,317 

211 

229 

16.5 

Centennial  Corp 

48.6 

43.7 

50.2 

40.8 

41.4 

16 

295 

2,352 

121 

111 

5.1 

Horace  Mann  Educators 

19.8 

14.3 

12.7 

11.6 

24.4 

17 

292E 

1,835 

119 

92 

NA 

Beneficial  Standard  Corp 

NA 

I  I" 

5.5 

2.7 

NA 

18 

292 

779 

221 

194 

29.8 

Colonial  Penn  Group 

41.4 

10.5 

33.8 

19.0 

,3.8 

19 

276 

4,517 

104 

85 

8.0 

Integon  Corp 

8.4 

10.2 

11.2 

10.0 

20 

242 

7,844 

84 

264 

9.3 

Old  Republic  International 

15.9 

10.9 

7.8 

in 

21 

215 

2,162 

86 

76 

3.0 

Interfinancial 

16.2 

21.4 

\A  2 

11.8 

Average 

16.4 

13.2 

15.7 

14.7 

22.0 

Note:    All   figures  ore 

shown  on 

the  basis  of 

generally  accepted  accounting   principles."     In   cases  where   exemptior 

s   from,   or  delays   in  converting   to. 

3AAP  occountlng 

granted 

ov   regulator 

y  authorities,   figures  are 

either  omitted  or 

only   for  periods    when   GAAP   were  opplied. 

veor 

overage          t 

3   veor  growth.          NA— No 
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is  a  measure  of  the  company's  un- 
derwriting efficiency  apart  from  its 
investment  performance.  It  compares 
underwriting  expenses  ( including 
sales  commissions)  and  claims  paid 
out  against  premiums  taken  in.  In 
general,  a  combined  ratio  of  less  than 
100%  means  the  company  earned  a 
profit  from  underwriting,  a  combined 
ratio  over  100%  means  it  had  an  un- 
derwriting loss.  Before  becoming 
alarmed  because  a  company  is  in  the 
red  on  underwriting,  or  shows  a  very 


slim  margin  of  underwriting  profit, 
remember  that  it  is  also  earning  mon- 
ey, often  a  lot,  on  its  investments. 

The  last  table  covers  the  so-called 
multiple-line  companies,  those  that 
write  large  amounts  of  both  life  and 
F&C  insurance.  The  figures  shown 
are  much  the  same  as  those  for  the 
pure  life  and  pure  F&C  companies. 
But  they  are  also  designed  to  in- 
dicate a  company's  performance  in 
both  areas— via  a  combined  ratio  for 
its  F&C  business;  an  investment  yield 


for  its  life  business;  and  a  return-on- 
equity  figure  for  both. 

If  you  notice  that  several  of  the 
biggest  names  in  insurance  are  miss- 
ing from  these  tables— companies  like 
Prudential  and  Allstate,  whose  names 
are  almost  household  words— it  is  be- 
cause they  are  mutual  companies, 
with  no  stock  outstanding,  or  because 
they  are  owned  by  other  companies. 
You  will  find  data  on  the  perfor- 
mance of  these  mutuals  and  "captive" 
companies  on  succeeding  pages.  ■ 


GROWTH 

TREND 

STOCK  DATA 

(4-Year 

Compounded  Rate) 

(Ch 

ange  1973  vs 

1972) 

Fire  & 

Fire  & 

1973 

Price/ 

Dtal 

Total 

Casualty 

Earnings 

Total 

Casualty 

Earnings 

Earnings 

Recent 

Earnings 

1973-74 

Indicated 

;sets 

Revenues     Premiums 

Per  Share 

Revenues 

Premiums 

Per  Share 

Per  Share 

Price 

Ratio 

Price  Range 

Dividend 

1.0% 

5.9% 

4.1% 

26.5% 

4.5% 

3.0% 

10.6% 

$5.22 

28% 

6 

41%-  25 

$2.40 

S.9 

9.3 

9.9 

12.4 

4.1 

10.2 

-12.6 

3.41 

293/e 

9 

44V4-   26 

2.48 

.5 

12.8 

12.2 

32.0 

10.2 

10.9 

3.0 

3.82 

151/8 

4 

34  Vs-  13% 

1.40 

'.8 

15.4 

13.2 

24.7 

10.8 

8.3 

15.3 

7.02 

129 

18 

256% -120 

0.40 

.1 

21.0 

20.0 

24.0 

11.1 

11.4 

-4.1 

1.86 

203A 

11 

587/a-  18% 

0.80 

.2 

16.3 

14.6 

31.0 

11.7 

10.1 

-10.4 

3.78 

12V2 

3 

46     -  121A 

0.80 

..3 

8.3 

7.2 

12.1 

1.0 

3.1 

-15.2 

3.08 

13% 

5 

52     -  123A 

1.20 

.8 

15.2 

14.3 

19.9 

20.1 

12.2 

14.1 

3.08 

18 

6 

537/e-  I6V2 

0.54 

.8 

15.3 

12.7 

25.8 

8.1 

4.8 

-4.0 

4.53 

2  2  3/4 

5 

54  Vis-   19 

1.16 

).9 

12.8 

9.7 

20.0 

11.6 

8.9 

6.2 

3.42 

141/2 

5 

36     -  103/4 

1.30 

.1            7.9 

!.4         15.2 

5           8.3 

6.4 

16.7 

9.0 

NA 
51.6 
48.7 

1.1            -2.8 
7.0              9.6 

7.4               8.4 

-44.2 

0.3 

20.7 

3.20                8%              2                27V2-     8%              0.50 
3.28                9                  3                34Vs-     9                  0.80 
4.20             131/»              3                26     -  123A              0.64 

.7          12.5 

11.5 

27.4 

8.4               7.5 

-1.6 

rrbined    ratio:    For   practical    purposes,   a   combined 
udes  ratio  of  losses  and  loss-adiustment  expense  p 
«e:  P/E  ratio  based  on  latest  12-month  earnings  per 

ratio   under    100%   indicates   an    underwriting 
lus  policyholder  dividends   to   premiums    earn 
shore 

profit, 
3d   and 

over    100%   o    loss.    Companies    also    earn    investment    profits.    Combined    ratio 
ratio  of  underwriting   expenses   to  premiums  written. 

TR 

iange  1 

END 

PROFITABILITY 

STOCK 

DATA 

973  vs  1972) 

Entire  C 

ampany 

Life  Operations 

F&C  Operations 

** 

Return  on  Equity 

Yield  on  Investments 

Combir 

ed  Ratio 

1973 

Price/ 

total 

Earnings 

4-Year 

4-Year 

4-Year 

Earnings 

Recent 

Earnings 

1973-74 

Indicated 

kenues 

Per  Share 

Average 

1973 

Average 

1973 

Average 

1973 

Per  Share 

Price 

Ratio 

Price  Range 

Dividend 

!2.5% 

12.6% 

11.2% 

12.5% 

5.8% 

6.3% 

99.6% 

99.3% 

$3.66 

185/8 

5 

41      -18% 

$1.08 

7.7 

12.3 

9.2 

11.2 

5.7 

6.3 

100.6 

101.2 

3.93 

201A 

5 

40% -19% 

1.08 

M 

8.8 

12.4 

15.8 

6.1 

6.6 

98.1 

96.7 

4.92 

33 

6 

57% -33 

0.88 

1.0 

-78.5 

NA 

3.3 

5.8 

6.0 

100.3 

.105.3 

0.54 

5% 

— 

20%-  4% 

None 

1.6 

11.1 

10.5 

11.5 

5.9 

6.4 

95.8 

95.8 

3.90 

22  Vs 

6 

48V4-20V2 

1.60 

6.7 

6.3 

10.2 

10.1 

6.1 

5.9 

99.1 

100.2 

4.71 

22  % 

5 

49% -22 

2.10 

0.0 

14.0 

9.1 

9.3 

5.6 

5.9 

98.3 

96.4 

2.45 

9 

4 

21  Vs-  8% 

0.60 

5.2 

-8.1 

12.9t 

10.6 

5.8 

6.1 

94.0 

97.0 

2.73 

213/s 

9 

503/4-17 

0.72 

1.9 

2.2 

NA 

15.5 

5.8 

6.0 

97.4 

96.8 

2.29 

7Va 

3 

19%-   5% 

0.40 

6.2     ' 

11.3 

11.4 

5.6 

5.9 

94.7 

95.4 

3.75 

203/s 

7 

581/4-'i71/4 

1.40 

1.4 

29.1 

19.1 

20.2 

6.4 

7.1 

96.0 

95.7 

2.13 

373A 

17 

70% -37% 

0.24 

-26.2 

14.1 

11.4 

6.5 

6.7 

93.3 

97.8 

2.85 

223/s 

12 

57     -18% 

1.00 

15.6 

-36.0 

14.4 

9.3 

5.1 

5.8 

95.8 

101.3 

1.10 

1% 

3 

13%-  1% 

None 

10.6 

-0.6 

15.2 

15.9 

5.7 

6.2 

91.8 

90.3 

1.66 

7% 

4 

19     -  6% 

0.40 

9.7 

25.5 

39.1 

23.5 

6.0 

6.3 

92.0 

96.5 

2.36 

7% 

3 

77     -  3  3A 

0.40 

32.2 

10.2 

12.9 

5.6 

5.9 

99.1 

98.2 

1.15 

53/4 

4 

20%-  51A 

0.08 

NA 

NA 

NA 

NA 

NA 

112.9 

107.9 

NA 

4  3/8 

NA 

IT/2-   43/8 

0.40 

41.5 

,    38.2 

36.3 

6.0 

6.3 

91.7 

89.0 

1.84 

20 

10 

70     -163/8 

0.30 

11.4 

12.9 

13.8 

5.9 

6.3 

95.2 

92.4 

1.27 

63A 

5 

17%-  5% 

0.28 

16.0 

23.6 

18.3 

6.1 

6.8 

96.3 

95.5 

3.70 

15 

4 

513/4-12 

0.79 

19.8 

10.3 

12.5 

NA 

NA 

97.2 

100.1 

1.15 

4% 

4 

133/8-  33/4 

0.28 

i.6 


5.0 


15.8 


14.3 


5.9 


6.3 


97.1 


97.6 


ned  ratio:    For  practical   purposes,  a  combined   ratio  under  100%  indicates  an    underwriting    profit,   over    100%   a    loss.    Companies   also    earn    investment   profits.    Combined    ratio 
i  ratio  of   losses  and   loss-adiustment  expense  plus  policyholder  dividends  to  premiums    earned  and   ratio  of  underwriting   expenses  to  premiums   written. 
i  P/E  rotio  based  on  latest  12-month  earnina*  npr  <here 
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You  Could  Do  A  Lot  Worse 


S\i  \ou  are  a  corporate  boss  on  the 
prowl  for  some  diversification,  or  some 
added  cash  flow.  Or  a  foreign  busi- 
nessman eager  for  a  piece  of  the 
action  in  the  U.S.  Or  an  Arab  sheik 
with  a  fat  wad  of  oil  profits  burning 
a  hole  in  your  burnoo 

Miulit  you  consider  Inning  into  an 
insurance  company?  Well,  you  would 
be  in  smart  company  if  you  did.  Sears, 
Roebuck  began  selling  insurance 
through  its  Allstate  subsidiary  back  in 
1931.  Transamerica  has  owned  big 
Occidental  Lite  since  1930. 

Then  in  the  late  Sixties  a  flock  of 
conglomerates  barged  into  insurance 
— Avco,  City  Investing,  Teled\Tie  and, 
of  course,  International  Telephone  & 
Telegraph.  Some  were  attracted  by 
the  huge  capital  gains  that  had  ac- 
cumulated in  insurance  company  in- 
vestment portfolios  during  the  go-go 
market  of  the  late  Sixties.  But  most 
of  the  newcomers  had  entered  the 
field  for  the  long  pull. 

The   table   below   is   bv  no   means 


a  complete  list  of  the  companies  that 
now  own  insurance  subsidiaries.  It  is 
limited  to  outfits  whose  insurance  com- 
panies make  up  a  relatively  large  por- 
tion of  their  total  business. 

As  these  figures  show,  an  insur- 
ance company  can  be  a  very  neat  ad- 
dition to  a  corporate  lineup.  Look  at 
the  growth  rates  of  some  of  the  insur- 
ance subsidiaries  listed  in  the  table.  In 
almost  every  case,  the  insurance  sub- 
sidiaries' earnings  are  growing  faster 
than  those  of  the  parent  companies. 
Allstate,  for  example,  has  been  tacking 
on  earnings  at  a  30?-a-year  clip  while 
Sears'  overall  earnings  have  been  in- 
creasing by  only  12.3%.  Hartford  Fire 
has  been  showing  why  ITT  went  to  so 
much  trouble  to  acquire  it.  Its  earn- 
ings have  been  growing  almost  twice 
as  fast  as  ITT's  overall  earnings. 

And  then  there  are  the  dividends, 
the  means  by  which  an  insurance  sub- 
sidiary's profits  and  capital  gains  can 
be  drawn  down  by  the  parent.  City 
Investing  is  tapping  Home  Insurance 
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for  S25.2  million  a  year  right  now. 
Transamerica  is  getting  nearly  S33  mil- 
lion from  Occidental  and  other  in- 
surance subsidiaries.  ITT  is  collecting 
about  S50  million  a  year.  If  and  when 
the  stock  market  revives,  and  the  in- 
surance companies'  investment  port- 
folios are  fattened  up  again,  presum- 
ably they  can  be  tapped  for  even 
more.  Transamerica 's  Chairman  John 
R.  Beckett  has  long  argued  that  his 
capital  gains  are  a  regular  part  of  his 
business  and  should  be  included  in 
any  evaluation  of  his  earnings. 

Insurance  shares  are  relatively 
cheap  right  now.  Of  course,  any  big- 
block  buying  would  doubtless  cause 
a  little  excitement  down  on  the  ex- 
change and  bump  up  the  prices.  But 
even  at  somewhat  higher  prices,  there 
are  some  good  bargains  around.  You 
could  do  a  lot  worse  than  owning  an 
insurance  company.  ■ 


Captive  Insurance 

Comp 

anies 

1973  RESULT 
(S  millions! 

s 

STOCK  DMA 



f 

4-Year 

1973 

Price/ 

Comparn' 

Total 

Total 

Net 

Net  Inc. 

Dividends 

Earnings 

Recent 

Earnings 

1973-74 

Indie 

Insurance  Subsidiary  t 

Assets 

Revenues 

Income 

Growth* 

to  Parent 

Per  Share 

Price 

Ratio 

Price 

Range 

Divid 

Sears,  Roebuck 

514,031 

514,919 

S653.8 

12. 3 

$4.16 

67'A 

16 

12  I1  i 

63  Vz 

$1.8 

Allstate  Insurance 

4,001 

2.498 

172.7 

30.0 

530.0 

International  Tel  &  Tel 

13,661 

12,920 

483.6 

11.4 

3.87 

19% 

5 

60%- 

17% 

1.-1 

Hartford  Fire 

3,262 

1,314 

87.1 

20.7 

48.9 

Transamerica 

4,630 

2,110 

83.3 

4.2 

1.25 

_ 

7 

17%- 

6Va 

0.5 

Occidental  & 

Transamerica  Ins 

2,702 

1,181 

53.4 

15.2 

32.6 

American  Express 

6,404 

1.905 

140.9 

25.1 

1.95 

29  % 

14 

69% 

267a 

0.6 

Fireman's  Fund  Amer 

2,497 

1.248 

78.9 

35.1 

N  \ 

City  Investing 

3,683 

2,000 

68.2 

15.3 

1.85 

5 

16     - 

7% 

0.6 

Home  Insurance 

1,947 

922 

52.8%  **  16.4- 

25.2 

Teledyne 

2,026 

2.05" 

65.4 

3.0 

2.45 

i  ;  ■ . 

6 

197a- 

9 'A 

Stoc 

Unicoa  &  Argonaut  Ins 

1,186 

556 

24.6 

23.6 

None 

Amer  Financial  Corptt 

2,300 

434 

19.1 

28.4 

1.30 

107a 

8 

20  %  - 

10% 

0.0 

American  Financial  Ins 

Group 

848 

572 

40.1 

NC 

NC 

- 

Avco 

3,676 

1,274 

32.7 

-6.7 

1.41 

3 

16     - 

4 

Non 

Paul  Revere  Life 

618 

161 

18.3 

NA 

8.0 

Kaufman  &  Broad 

636 

317 

13.9 

31.7 

0.83 

4'   ! 

10 

3V'a 

0  1 

Sun  Life  of  America 

285 

53 

7.2 

NA 

None 

CIT  Financial 

6,720 

1,058 

88.6 

9.3 

4  l  ; 

30  Vb 

7 

49%- 

28  % 

2.2 

North  American  Co 

279 

85 

14.3 

6.8 

NA 

Halliburton 

1,373 

2.24J 

90.4 

13.7 

5.04 

I 

22 

I94< 

125 'A 

1.2 

Highlands  Ins  Croup 

212 

112 

7.5 

39.3 

None 

Wyly  Corp 

336 

213 

-3.6 

P-D 

d0.42 

2% 



11%- 

2Vi 

Nun 

Gulf  Insurance 

173 

109 

6.9 

60.0 

5.8 

Anderson  Clayton 

452 

740 

19.6 

18.1U 

3.02 

21 

4 

27%- 

14% 

0.8 

Ranger/Pan  Amer  Cos 

126 

45 

5.5 

25.7 

4.0 

Includes  unconsondoted   subsidiaries,    t  Lists   the  major  insurance  companies  owned,   t  4-year    compounded  rate.    "  %  operating   income   from   insurance  operations  to   lotol   income  b« 
deducting  corporate  administrative   expense  and  debt  service  charges,   taxes  and  minority    Interest  -ol  Generol,   which   forms  a  maior  part  of  American  Financial   Insure- 

was  acauired   in    I973  and  merged  in  March,    1974  tt  3-year  growth   rat-  NA  -Not    o/ailable  NC-Not    corrparoole.  P-D-Profit    to    deficit 

Note.    P/E   ro'io  based  on   lotest    12-monih   earning-,   per   share  d-Cfaficit.  -  ooerating    incon  ,»   expenses. 
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CASUALTY 

CO.  OF  N.Y 


Wl    .  WWcll  tV,.>.J 


W$M% 


We  own  26  different  insurance  companies. 
That's  our  insurance. 


;  most  people  discover  sooner  or 
it  isn't  wise  to  put  all  your  eggs  in 
basket. 

lat  goes  for  owning  insurance  com- 
es too.  Any  underwriter's  results  can 
•  occasionally; in  one  particular  kind 
surance  or  iri  a  given  geographical 

hich  is  why  we  own  26  different  in- 
nce  companies. 

ie  Continental  Insurance  Compa- 
,  one  of  the  best  known  property 
casualty  groups  in  the  country,  write 
e  than  30  kinds'  of  insurance.  From 
to  credit,  to  aviation,  to  boiler  and 
:hinery.  And  within  the  group,  we 
i  companies  that  operate  regionally, 
nally,  and  internationally. 


We  also  own  two  reinsurance  com- 
panies. (One  that  specializes  overseas, 
another  that  concentrates  on  the  U.S.) 
We  have  a  sizeable  title  insurer.  MOAC 
(Marine  Office-Appleton  &  Cox  Cor- 
poration), the  leading  U.S.  commercial 
marine  insurance  company,  is  another 
subsidiary.  And  we  have  a  considerable 
stake  in  life  insurance  as  well. 

This  kind  of  diversification  within  the 
insurance  business  gives  us  a  tremen- 
dous advantage.  It  means  our  earnings 
aren't  at  the  mercy  of  any  single  under- 
writing cycle.  And  we  have  the  flexibility 
to  change  our  mix  with  the  changing 
trends.  If  boiler  and  machinery  goes  into 
a  downswing,  we  can  shift  to  something 
on  the  rise.  Because  we  are  well  es- 


tablished in  all  segments  of  the  business. 

But  while  insurance  is  an  important 
part  of  The  Continental  Corporation,  it's 
just  one  of  the  ways  we're  using  and 
managing  money  to  make  money. 

We're  also  heavily  involved  in  business 
systems,  personal  finance  and  con- 
sumer credit. 

In  fact,  today  we're  the  sixth  largest 
diversified  financial  company  in  the 
United  States.  A  company  whose  earn- 
ings over  the  past  five  years  have  grown 
at  a  compound  annual  rate 
of  more  than  15% 

And  of  course,  having  all 
that  insurance  didn't  hurt 

THE  CONTINENTAL  CORPORATION 

80  MAIDEN  LANE,  NEW  YORK.  NY  10038 


AFCO  Credit  Corp  •  American  Title  Insurance  Companies  •  Capital  Financial  Services.lnc  •  The  Continental  Insurance  Companies 

The  Diners  Club.  Inc  •  The  INSCO  Systems  Corp  •  Marine  Office  —  Appleton  &  Cox  Corp  (MOAC)  •  National-Ben  Franklin  Life  Insurance  Corp 

The  National  Life  Assurance  Company  of  Canada  •  The  National  Reinsurance  Corp  •  The  Security  Reinsurance  Corp  Ltd  •  Underwriters  Adjusting  Co. 


No  Profits? 

Fob  a  diverting  exercise  in  fiscal 
semantics,  try  discussing  profits  with 
.1  mutual  insurance  executive.  He  will 

insist  that  any  income  above  what  is 
needed  to  pay  claims  and  expenses 
<4oes  hack  to  the  policyholders  in  divi- 
dends and  in  policj  surpluses. 


Do  the  policyholders  ever  see  the 
reserves?  Well,  no,  but  they  do  derive 
added  security  from  them. 

Those  reserves  contain  a  lot  of  what 
other  companies  call  profits.  A  1969 
stud\  of  mutuals  in  the  Wisconsin 
Law  Review  stated:  "It  is  hard  to 
say  that  surplus  is  really  'owned'  by 
anyone.  It  is  a  fund  which  is  available 
if    needed    to    meet    excessive    future 


claims,  which,  on  the  basis  of  experi- 
ence and  probablities,  will  not  occur." 
If  you  come  away  feeling  confused, 
take  heart  from  the  fact  that  the  ac- 
counting profession,  after  debating  the 
application  of  "generally  accepted  ac- 
counting principles"  to  the  life  com- 
panies for  six  years,  threw  in  the  towel 
on  the  mutuals.  The  CPAs  exempted 
them   from   the   GAAP   requirements. 


Mutual  Life  Insurance  Companies 


Rank 


Total 
Assets 


1973  RESULTS , 

($  millions) 
Life  Total  Net  Net  Gain 

Insurance      Insurance    Investment         From 
In  Force       Premiums        Income       Operations 


-GROWTH. 


Company 


(4-Year  Compounded  F 

Life  1 

Total  Insurance     Insi 

Assets  In  Force      Pre 


1  $34,964  $197,428  $5,003  $1,816  $57.1  Prudential 

2  31,985  198,185  4,564  1,752  —13  3  Metropolitan 

3  17,152  97,508  2,654  864  53.2  Equitable  Life  Assurance 

4  12,472  62,843  .  1,591  668  27.2  New  York  Life 

5  11,447  75,056  1,582  581  44.1  John  Hancock  Mutual 


6.0% 

4.5 

5.2 

4.8 

4.2 


7.8% 

5.9 

8.4 

8.1 

7.3 


6             7,096  25,722  701  398  33.6  Northwestern  Mutual 

5,129  24,281  722  281  22.8  Massachusetts  Mutual 

8  4,296  19,629  536  228  11.7  Mutual  Life  of  New  York 

9  4,171  17,748  543  220  15.6  New  England  Mutual 

10             3,371  3,058  389  219  31.0  Teachers  Insurance  &  Annuity* 


4.7 
6.0 
4.2 
5.0 
13.6 


9.1 

7.4 
7.4 
6.0 
8.9 


11  3,253  13,375  361  174  0.4  Connecticut  Mutual 

12  2,958  17,848  413  158  10.1  Mutual  Benefit 

13  2,713  10,966  279  153  —3.7  Penn  Mutual 

14  2,682  14,227  554  151  9.0  Bankers  Life 

15  2,111  11,081  266  113  14.8  Western  &  Southern 


5.5 
4.3 
3.4 
9.0 
4.5 


8.4 
10.1 

6.2 
10.9 

5.1 


16  1,698  6,920  180  84  -0.5  National  Life 

17  1,583  12,416  247  80  9.3  Phoenix  Mutual 

18  1,435  9,487  226  77  7.1  State  Mutual  Life  Assurance 

19  1,296  6,584  153  69  5.9  Provident  Mutual 

20  1,191  16,332  230  72  22.8  State  Farm  Lifet 


5.4 
4.4 
4.9 
3.8 
14.8 


7.6 

19.9 

8.8 

6.5 

19.1 


r 

T 

r 

j 
1 


21  1,137  7,353  308  59  6.0  Pacific  Mutual 

22  1,126  7,931  214  64  19.9  Guardian  Life  of  America 

23  1,042  7,915  179  61  6.7  Home  Life 

24  959  6,212  123  45  7.9  Union  Central 

25  793  16,145  181  42  4.1  Minnesota  Mutual 


6.7 
6.2 
8.2 
1.9 
8.6 


8.6 
11.6 

9.7 
11.1 

14.2 


Average 


6.0 


9.4 


Note:    Data   is  based   on   "statutory"   accounting   required   by  state   insurance   regulators,   not  on    the    "generally   accepted   accounting   principles      used   bv   stock   companies    (shown  ( 
85).    Assets   and    premiums    include    "separate   accounts"    of   pension    plans   segregated    from   main    insurance   operations,    but   investment   income  does  not.      'A  stock   company  held 
of  T.I. A. A.    run   for   the   benefit  of  policyholders.  t  A  stock  company   100%  owned   by  State  Farm  Mutual    Automobile    Insurance 


Mutual  Fire  &  Casualty  Companies 


Rank 


Total 
Assets 


1973  RESULTS- 

($  millions) 
Net 
Premiums      Investment 
Written  Income 


Realized 
Net  Capital 

Income  Gains 


Company 


, GROWTH. 

(4-Year  Compound 


Total 
Assets 


Prerr 

Wri 


1  $3,594  $2,681  $159.4  $221.4  $-5.7  State  Farm  Mutual  Automobile 

2  2,226  1,007  98.9  49.6  5.9  Liberty  Mutual 

3  1,132  665  46.2  61.7  -0.5  Nationwide  Mutual 

4  1,085  532  50  4  10  7  0  3  Employers  Insurance  of  Wausau 

5  795  387  28  6  21.1  -8  4  Lumbermens  Mutual  Casualty 


16.0% 

10.8 

15.9 

12.2 

10.6 


12. 
3. 
7. 
7. 
9. 


6              701  148  28.1  9.6  -1.0  Allendale  Mutual 

465  289  20.3  22.1  0.2  Sentry  Insurance  Group 

8  331  220  16  5  -2.3  1.4  American  Mutual  Liability 

9  288  231  12  3  -6  5  10  Unigard  Insurance  Croup 
10              219  170  9.4  16  5  -0  2  American  Family  Group 


Average 


NA 
11.4 

3.0 
14.1 
18.8 


12.5 


N, 
3. 
1. 

17. 

20. 


Note    Dola  is  based  on      statutory     accounting  reauired  by  state  insurance  regulators,  not  on    the  "generally  accepted  accounting,  principles'    used  bv  slock  componies  (shown  on  p 

t  For  practical   purposes,  a  combined  ratio  under   100%  indicates  an  underwriting  profit,    over   100%  a  loss.   Componies  also  earn  investment  profits.  Combined  ran 

and    loss-odiustrrer-t   e<per:e   ,-ilus   polk/holder  dividends   to  premiums   earned  and   ratic    ol    underwriting   expenses    (including   sales   commissions!    to   premiums   written.  NA-Nol 
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The  best  "profit"  figure  available 
for  the  mutuals  is  what  they  call  "net 
gain  from  operations."  It  is  usually 
very  low,  comprising  what  is  left  after 
income  has  been  channeled  into  the 
various  reserves  and  after  policyhold- 
er dividends.  We've  used  it  in  the 
tables  below,  though  mutual  men  say 
it's  meaningless.  They  are  surely 
obliged,  in  these  consumerist  times,  to 


PROFITARM  ,TV 

, TREND 

1973  vs  1972 

Yield  on 

Investments 

New  Life 

Year 

Insurance 

erage 

1973 

Written 

5.9% 

6.2% 

11.2% 

5.7 

6.0 

13.4 

">.6 

6.0 

-2.0 

i.4 

5.8 

8.6 

14 

5.8 

-3.1 

\J 

6.0 

23.3 

;.9 

6.1 

12.9 

5.5 

5.8 

24.0 

5.6 

6.0 

6.0 

>.5 

7.2 

21.1 

5.6 

5.8 

8.4 

5.4 

5.8 

15.4 

3.6 

6.0 

5.6 

5.9 

6.5 

13.9 

3.5 

5.8 

1.4 

5.2 

5.3 

5.1 

3.2 

5.5 

27.5 

5.6 

5.9 

9.2 

3.3 

5.7 

20.1 

5.5 

6.9 

30.7 

5.9 

6.2 

107.5 

5.9 

6.3 

-6.5 

5.1 

6.5 

-0.3 

1.8 

5.1 

-43.5 

5.0 

6.5 

14.2 

6.0 


13.0 


PROFITABI' ITV 

TPFNP 

Combined 

Loss 

1973  vs  1972 

&  Expense  Ratio  t 

-Year 

Premiums 

verage 

J  973 

Written 

3.4% 

95.8% 

9.4% 

3.7 

105.0 

0.2 

5.2 

94.5 

3.1 

6.3 

107.6 

9.7 

9.9 

102.0 

6.6 

MA 

119.2 

-13.4 

96.1 

4.7 

NA 

108.6 

-5.5 

2.0 

107.7 

14.1 

1.5 

90.4 

9.7 

provide  something  that  is  meaningful. 
Why  don't  they?  When  you  get 
away  from  all  the  hairsplitting,  you 
get  down  to  the  truth  that  mutual  life 
insurance  companies  are  a  strange 
animal  in  a  capitalistic  society:  They 
are  neither  free  enterprise  fish,  nor 
socialistic  fowl.  Nobody  really  owns 
them,  not  policyholders,  not  stock- 
holders, not  government.  ■ 


SPECIAL 

JRANCE  REP 

*1974e 


The  Embattled  Mutuals 


8.7 


102.7 


3.9 


The  Pru,  The  Met,  The  Equitable, 
New  York  Life  and  John  Hancock.  In- 
surance men  call  them  the  Big  Five. 
And  for  good  reason.  They  have  $108 
billion  in  assets  and  75,000  agents. 
In  assets,  they're  about  twice  the  size 
of  the  five  largest  oil  companies. 

The  big  mutuals  have  their  prob- 
lems these  days.  Their  share  of  the  to- 
tal life  insurance  market  is  dropping 
steadily-from  39%  to  28%  in  the  past 
20  years.  Today  there's  a  significant 
trend  toward  less-profitable  group  in- 
surance. The  mutuals  are  getting  a 
big  portion  of  this  business.  But  their 
huge  sales  organizations  are  geared  to 
serve  the  masses. 

Time  was  when  most  of  these 
agents  not  only  sold,  they  also  col- 
lected premiums.  This  regular  service 
was  a  convenient  way  for  such  sales- 
men—known as  debit  agents— to  get  a 
foot  in  the  door  for  new  business. 
Now,  such  personal  attention  is  very 
expensive. 

For  example,  the  typical  Pruden- 
tial, Metropolitan  or  John  Hancock 
agent  sold  about  $540,000  worth  of 
life  insurance  last  year.  Most  of  these 
men  are  still  debit  agents  and  spend 
Considerable  time  making  those  reg- 
ular collection  rounds.  On  the  other 
hand,  agents  at  Equitable,  New  York 
Life  or  Northwestern  Mutual,  which 
concentrate  just  on  selling  and  aim 
for  bigger  policies,  averaged  closer  to 
$1  million  in  new  business. 

To  help  spread  the  cost  of  their  ex- 
pensive individual  selling,  the  big  mu- 
tuals are  branching  into  other  forms 
of  insurance.  This  way,  the  same  man 
can  handle  all  of  an  individual's  in- 
surance requirements.  First  Pruden- 
tial, then  Metropolitan,  John  Hancock 
and  Equitable  moved  into  fire  &  cas- 
ualty insurance. 

"One  of  our  great  problems  is  at- 
tracting good  salesmen,"  says  Henry 
Smith,  Equitable's  chairman,  "and  part 
of  the  difficulty  is  getting  them  start- 
ed." Smith  feels  the  business  will  be 
more  attractive  if  salesmen  have  ex- 
tra sources  of  income  and  additional 
products  to  open  doors  with. 

Fire  &  casualty  companies  have 
already  learned  that  lesson  and  are 
moving  into  life  insurance.  State  Farm 


ranked  sixth  in  individual  life  insur- 
ance sales  last  year,  just  behind  the 
Big  Five.  Allstate  was  in  eighth  place. 
Life  sales  by  those  companies  have 
been  growing  at  twice  the  rate  of  in- 
dividual life  sales  by  the  Big  Five. 

Prudential's  Chairman  Donald  Mac- 
Naughton  admits  that  Allstate  and 
State  Farm  are  a  major  competitive 
force.  "Now,"  he  says,  "we're  going 
to  return  the  favor." 

State  Farm  President  Edward  B. 
Rust  doesn't  sound  scared.  "They'll 
need  a  couple  of  generations  of  new 
agents  before  it  gets  to  be  a  big  deal," 
he  says  of  the  Big  Five's  entry  into 
his  markets.  "Life  insurance  is  a  nice, 
quiet  business,"  he  adds.  "I  don't 
know  how  you  can  go  wrong  unless 
you  steal  the  money.  The  casualty 
business  is  like  crap-shooting;  your 
mistakes  show  up  in  six  months." 

Rust  has  seen  it  happen.  State 
Farm  lost  a  record  $92  million  on  its 
underwriting  in  1969.  Property  insur- 
ance—especially for  autos— is  indeed 
a  more  risky  endeavor.  The  newcom- 
ers won't  have  it  easy. 

Industry  experts  estimate  that  the 
Big  Five  mutuals  will  spend  about 
$600  million  in  development  costs 
and  loss  expenses  over  the  next  ten 
years  as  they  break  into  the  business. 
At  Prudential,  MacNaughton  expects 
his  property  company  to  continue  los- 
ing money  for  five  more  years.  "We 
will  capitalize  our  casualty  subsidiary 
at  over  $100  million,"  says  Edwin  B. 
Lancaster,  Metropolitan's  executive 
vice  president  and  chief  financial 
man.  "Of  course,  that's  money  that 
we  could  otherwise  invest." 

Prupac,  as  Prudential's  property  and 
casualty  company  is  called,  has  been 
in  operation  in  some  states  since  1971. 
Already,  it  has  added  about  $15  a 
week  to  an  agent's  income.  But  that 
still  gives  the  average  Big  Five  life 
salesman  much  smaller  earnings  than 
a  State  Farm  agent's  $31,000. 

This  much  is  certain.  The  market- 
ing methods  of  the  Big  Five  face  an 
important  challenge  as  they  attempt 
to  broaden  their  base.  How  well  these 
companies  adapt  will  determine 
whether  they  continue  to  dominate 
the  industry.  ■ 
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U.S.  ENERGY  POLICY:  A  PRIMER 
by  Edward  J.  Mitchell 

The  author  claims  America  is  suffering  from 
a  seesawing  policy  of  government  interven- 
tion in  the  energy  market.  He  suggests  his 
own  solution  to  energy  problems:  a  return 
to  the  free  market 

Mitchell  traces  the  history  of  United 
States  oil  import,  price  control  and  natural 
gas  regulation  policies  on  the  supply  and 
demand  of  energy  sources  and  discusses 
current  estimates  of  energy  resources.  He 
explores  the  problems  of  a  public  energy 
policy  designed  to  fill  the  gap  between  sup- 
ply and  demand. 

A  professor  of  business  economics  at 
the  University  of  Michigan,  Mitchell  is  di- 
rector of  the  AEI  National  Energy  Project. 

103  pages     Paperback,  $3.00 

FEDERAL  OIL  AND  GAS 
CORPORATION  PROPOSALS 
an  AEI  Legislative  Analysis 

An  examination  of  legislation  pending  in 
Congress  to  create  a  federal  oil  and  gas 
corporation  to  explore  for,  develop  and 
produce  oil  and  gas  on  federally-owned 
lands.  The  issues  involved  in  using  fed- 
erally-owned lands  to  meet  national  energy 
needs  are  discussed,  as  are  the  effects  of 
a  federal  oil  and  gas  company  on  petro- 
leum industry  and  competition.  The  analy- 
sis reviews  the  possibility  that  a  federal  oil 
and  gas  corporation  would  lead  to  the  na- 
tionalization of  the  petroleum  industry. 

96  pages     Paperback,  $2.00 


PECIAL|gab 
\NCE  REPORT 
1974 € 


American  Enterprise  Institute 
for  Public  Policy  Research 


> 

a 

O 

o 

CO 

CD 

a 

<o 
o 

0. 
N 

9 

z       ■ 

o 

Q. 

o 

o 

./ 

m 

it 

w         I 

t» 

c 

£            1 

® 

o 

C            ■ 

CD 

CD 

o 

•            ■ 
• 

§ 

o 
a 

o 
o 

C 

0            | 

<£ 

o 
o 

w 

> 

<c 

CD      »- 

—    a> 

(/>            | 

CO 

C3 

to    c 

—      3 

e 
in 

o 

•D 

c 
to 

to 
>    <n 

• 

81 

6 

2   o 

• 

3 

c 

CO     >* 

UJ 
C/j 

3 

to 

<D 

•o 
tu 

1    to 

1! 

able  to 
ise  Im 
20036 

■ 

E 

O 

in 

tfl    0 

*-  t-> 

O     t» 
O     — 

LU 

pay 
lerpr 
D.C. 

<D 

<a 

U     c/) 

t— 

» •    e     . 

l     ~° 

a 

a.  a 

CO      3 

< 

hack 
an  E 
gton 

■      c 

CD 
CO 

o 

U 

o  a 

co 

1- 

CD 
■       to 

o 

CNj 

H     CD              lu 

LU 
DC 
Q 

> 

ka  c 
aric 
shin 

<D 

© 

3    ra           < 

D 

►— 

■  e* 

I 

O  a.          Z 

< 

5 

5  <*      I 

Federal 

Regulation: 

Watchdog 

Or  Camel? 

Suddenly  the  Feds 

are  invading  the 

insurance  companies' 

state-regulated  preserve. 

Insurance  is  the  biggest  regulated 
business  in  the  nation  where  all  the 
action  is  still  at  the  state  level.  For 
years  a  Supreme  Court  decision  kept 
it  that  way,  and  today  an  act  of  Con- 
gress places  the  regulation  of  pre- 
mium rates  and  other  operating  de- 
tails in  the  hands  of  the  states.  But  in 
the  last  decade,  especially  the  last  two 
or  three  years,  the  Federal  Govern- 
ment has  been  moving  in  strongly  on- 
to other  sections  of  the  insurance  com- 
panies' turf.  How  strongly?  Listen  to 
James  Stradtner,  Washington-based 
vice  president  of  Legg  Mason,  a  firm 
specializing  in  insurance  stocks  and 
the  Government's  impact  on  them: 
"Estimating  the  future  profitability  of 
insurance  companies  is  futile  without 
giving  due  consideration  to  the  in- 
creasing direct  involvement  of  the 
Federal  Government." 

The  involvement,  so  worrisome  to 
Stradtner  and  other  insurance  men, 
takes  two  forms.  The  first  form,  the 
least  controversial,  involves  the  setting 
of  industry  standards.  Standards  that 
the  industry  can  live  with.  The  second 
form  of  involvement  is  the  possibility 
of  the  Federal  Government  itself  get- 
ting into  the  insurance  business.  This 
really  scares  the  insurance  men.  Prob- 
lem One  is  simply  a  question  of  regu- 
lation. Problem  Two  is  a  question 
of  socialization. 

The  standard-setting  bills  seem  to 
promise  more  good  than  harm.  Take 
the  case  of  pension  reforms.  Soon-to- 
be-enacted  legislation,  covering  29 
million  workers,  aims  to  correct  com- 
plaints that  many  existing  pension 
plans  are  inadequate  by  providing 
more  coverage  and  guaranteeing 
against  inadequate  funding.  The  im- 
pact of  this  measure  on  companies 
writing  pension  business  can  only  be 
good,  since  requirements  will  go 
Up.   Says   Morris  Beach,   chairman  of 


The  Travelers  Corp.,  which  ahead 
had  $369  million  worth  of  pensio 
business  on  the  books  in  1973,  "W 
expect  the  pension  reform  legislatio 
to  impact  quite  favorably  on  our  vei 
profitable  pension  lines." 

Senators  Jacob  Javits  (Rep.,  N.Y. 
and  Harrison  Williams  (Dem.,  N.J. 
sponsors  of  the  pension  reform  bil 
have  another  bill  in  the  hopper  aime 
at  inadequacies  in  state  workmen 
compensation  laws.  If  a  state's  regi 
lations  do  not  meet  standards  set  b 
the  bill,  then  tougher  federal  prov 
sions  are  imposed.  This,  too,  woul 
mean  more  insurance  sales. 

Likewise,  national  no-fault  auto  ii 
surance— currently  approved  by  tl 
Senate  and  under  consideration  in  tl 
House— is  potentially  good  for  the  i: 
dustry,  though  many  companies  o] 
pose  its  imposition  by  the  Feder 
Government.  Under  no-fault,  coveraj 
would  be  mandatory  and  claims  se 
tlement  costs  would  drop.  One  reasc 
is  because  the  right  to  sue  for  damag 
is  severely  reduced,  cutting  down  < 
the  chance  that  sympathetic  juries  w 
hand  out  huge  awards.  Also,  und 
no-fault,  claims  are  settled  fastt 
thereby  reducing  the  impact  of  infl 
tion  on  claims  costs. 

Act  Of  Faith 

Insurance  men  are  less  enthusiast 
about  "tnith-in-life-insurance"  legist 
tion  advocated  by  Senator  Philip  ll.i 
(Dem.,  Mich.).  His  bill  would  requi 
full— and  readable— disclosure  of  StK 
items  as  the  breakdown  between  OBI 
value  and  term  insurance  in  a  who 
life  policy.  Hart  clearly  believes  th 
insurance  buyers  are  being  asked 
act  on  faith  rather  than  on  intellige 
competitive  information.  Sa\s  U  .iii 
to  Hart:  "Life  policies,  in  effect,  I 
competition-proof."  What's  wroi 
with  full  disclosure?  Nothing  resH 
but  life  insurers  are  understandab 
nervous  about  the  availabilih  <>l  i 
Formation    thai    could    le;id    to    pi 
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phases  bused  on  price  instead  of 
superior  salesmanship. 

Insurance  men  really  begin  to  get 
upset  when  they  contemplate  the  pos- 
sibility of  national  health  insurance 
financed  by  Social  Security  payments. 
The  idea  is  not  new.  It  was  proposed 
by  President  Truman  in  1945.  Legis- 
lation introduced  by  Senator  Edward 
Kennedy  (Dem.,  Mass.)  and  proposals 
backed  by  organized  labor  could 
put  the  Government  squarely  in  the 
health  insurance  business.  Washington 
would  provide  the  insurance,  and  citi- 
zens would  pay  premiums  to  the  So- 
cial Security  Administration.  This  dif- 
fers from  an  alternative  supported  by 
the  Ford  Administration,  which  would 
set  up  a  national  health  plan  ad- 
ministered by  private  industry.  A  com- 
promise—advanced by  House  Ways  & 
Means  Chairman  Wilbur  Mills  (Dem., 
Ark.)— will  probably  keep  private  in- 
dustry in  the  picture,  but  not  with- 
out a  fight. 

Is  the  industry  lobbying  hard 
against  the  Kennedy  plan?  Surprising- 
ly enough,  no.  "The  health  industry 
lobby  isn't  too  powerful,"  says  an  aide 
to  Senator  Kennedy. 

Legg  Mason's  Stradtner  explains 
the  indifference  in  these  terms:  "The 
big  health  insurers— Travelers,  Aetna, 
Connecticut  General— could  lose  a 
third  of  their  premiums,  but  health  in- 
surance has  been  historically  cyclical 
and  marginally  profitable.  Now  it's  un- 
profitable, or  marginally  so,  again." 
He  feels  that  private  companies  may 
be  willing  to  lose  one  of  their  least 
profitable  lines  to  the  Government  in 
return  for  coinsuring  or  reinsuring 
federal  health  insurance  and  perform- 
ing administrative  services  for  a  fee. 

Proving  The  Pudding 

In  practice,  much  will  depend  on 
how  a  national  health  insurance  sys- 
tem works.  It  is  possible  that  it  could 
hurt  the  industry  badly,  but  in  an  in- 
direct way.  Under  a  truly  comprehen- 
sive national  health  plan,  many  ex- 
isting individual  policies— in  auto  in- 
surance, for  example— might  become 
redundant.  The  same  for  many  cor- 
porate plans.'  Customers  could  well 
conclude  that  they  no  longer  need 
their   private   or   corporate    coverage. 

To  insurance  men,  the  increasing 
federal  "intrusion"  into  their  business 
brings  to  mind  the  old  Arab  proverb: 
Let  a  camel's  nose  under  your  tent  at 
night,  and  by  morning  the  whole 
beast  will  be  sleeping  with  you.  Most 
would  prefer  to  leave  regulation  up 
to  the  individual  states.  But  clearly, 
the  Federal  Government's  interest  in 
insurance  is  growing.  The  camel's  nose 
is  already  under  the  tent,  and  it  may 
be  only  a  question  of  time  until  he 
crawls  into  the  industry's  bed.  ■ 


The  chairman 

of  General  Electric, 

Dear  Abby, 

and  the 

Library  Journal  agree.. 

". .  .a  literary  smorgasbord.  I  loved  it."     Dear  Abby 


"Fact  and  Comment  is  a  port- 
able  conversation  with  a 
pungent  observer  who's  had 
strong  opinions  about  nearly 
every  issue  of  our  times.  Mal- 
colm Forbes  calls  them  as  he 
sees  them." 

Reginald  H.Jones 
Chairman  of  the  Board, 
General  Electric  Company 
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The  Funds 

Affiliated's  Face-Lift 

K  rHE  shambles  that  is  the  stock  market  today,  prizes 
often  go  to  the  money  managers  who  lose  the  least.  And  in 
the  process  some  surprising  funds  are  boiling  to  the  top. 

Affiliated  Fund,  for  example  (assets:  $1.3  billion).  For 
years  it  was  one  of  the  industry's  frumpy  giants,  utterly 
lacking  in  investor  sex  appeal.  During  the  bull  market  of 
the  Sixties  it  racked  up  a  mediocre  C  rating  in  the  Forbes 
\nnual  Mutual  Fund  Survey,  and  has  since  slipped  to  a 
miserable  1).  True,  Affiliated  made  a  little  money  for  its 
shareholders  over  the  long  pull.  But  its  12-year  com- 
pounded growth  record  is  a  shabby  3.3%,  much  of  it  set  in 
years  when  15%  was  considered  barely  respectable. 

Alt,  but  times  have  changed.  For  two  years  now,  Affili- 
ated has  been  outperforming  virtually  every  mutual  fund 
with  more  than  $100  million  in  assets.  For  example,  the 
latest  Forbes  survey  (Aug.  15)  showed  Affiliated  was  off 
only  4.5%  in  the  latest  12  months,  compared  with  —17.5% 
for  the  S&P  500  and  —17.2%  for  the  average  stock  fund. 

More  important,  Affiliated  has  done  this  not  by  loading 
up  on  bonds  or  cash  or  gold  but  by  sticking  with  the 
stocks  it  knows  best— the  cyclicals,  or  in  today's  parlance, 
the  shortage  plays.  Its  portfolio  brims  with  steels,  chemi- 
cals, oils,  metals,  papers— the  very  stocks,  many  observers 
believe,  that  will  be  in  the  forefront  of  any  market  recovery. 

"We're  short  of  capacity,"  says  Affiliated  President  Rob- 
ert Driscoll,  "and  that  means  either  through  inflation  or 
conscious  policy  you've  got  to  change  the  mix  between 
consumer  goods  and  services  and  the  basic  industries." 
Driscoll  believes  that  the  huge  costs  of  expansion  will 
help  prevent  overexpansion— and  keep  outsiders  out. 

Affiliated  has  always  been  partial  to  cyclical  indus- 
tries, but  its  present  metamorphosis  is  due  to  more  than 
inertia  or  luck.  There  was  foresight  involved. 

"Four  years  ago,"  says  Driscoll,  "we  identified  the  eco- 
nomic changes  that  took  place,  and  felt  they  would  be 
favorable  to  most  capital-intensive  industries,  and  un- 
favorable for  consumer  goods  and  service  companies." 

A  1970  pamphlet  issued  by  Lord,  Abbett  (which  man- 
ages Affiliated)  declared:  "In  our  study  of  the  financial 
currents,  we  have  identified  what  we  feel  is  a  favorable 
tide.  This  tide  involves  inflation  and  its  effect  on  capital- 
intensive  industries  .  .  .  increasing  construction  costs  make 
investments  in  new  plant  and  equipment  more  expen- 
sive. Production  catches  up  with  capacity  and  tight  sup- 
ply and  even  shortages  result.  Consequently,  the  profits 
of  capital-intensive  industries  go  up  strongly." 

In  1970-71,  Driscoll  disposed  of  most  of  the  fund's 
handful  of  growth  and  consumer  stocks.  Out  went  IBM, 
Upjohn  and  Avon.  In  came  Allied  Chemical  and  Beth- 
lehem Steel.  "We're  out  of  growth  stocks  almost  complete- 
ly," says  Driscoll  with  satisfaction. 

Affiliated's  foresight  hasn't  been  error-free,  however. 
Until  recently,  the  fund  was  loaded  with  utilities.  "We 
had  felt  that  interest  rates  would  come  down,"  he  admits. 
"I'm  sure  they  would  have  if  the  Government  didn't  keep 
changing  its  economic  policy." 

Another  mistake:  Affiliated  prematurely  cut  back  its 
holdings  of  pulp  and  paper  companies. 

Affiliated  is  Lord,  Abbett's  flagship,  but  it  also  manages 
a  balanced  fund,  American  Business  Shares  ($20  million) 
and  the  Lord,  Abbett  Bond-Debenture  Fund  ($100  mil- 
lion). The  latter  has  one  of  the  best  current  performances 
for  a  fund  of  its  size  and  objectives.  "We  went  into  low- 
grade  bonds  and  deep-discount  convertibles,"  says  Driscoll. 


Driscoll  of  Affiliated 

"Our  theory  was  that  this  kind  of  bond  fund  was  the  Only 
one  that  made  sense,  because  of  its  equity  play.  It's  more- 
likely  to  compensate  for  inflation  in  the  years  ahead  than 
a  straight  high-grade  bond  fund." 

Lord,  Abbett  depends  entirely  on  broker-dealers  for 
fund  distribution.  But  its  funds  have  avoided  any  cata- 
strophic contraction  from  net  redemptions.  In  its  fiscal 
1973  year,  Affiliated  had  net  redemptions  of  $46  million. 
vs.  $179  million  for  the  same-sized  Dreyfus  Fund.  It 
present  trends  continue,  says  Driscoll,  Affiliated  will  begin 
having  net  sales  in  60  days. 

So  Driscoll  pooh-poohs  any  suggestion  of  going  no-load 
or  developing  an  internal  sales  force:  "We  have  a  following 
of  dealers  who  believe  our  investment  strategy  is  correct. 
We've  been  in  business  since  1934  and  have  developed 
solid  relationships  around  the  country. 

"Sure,  the  number  of  dealers  in  the  industry  is  shrink- 
ing. But  I  think  dealers  we  don't  have  are  becoming  in- 
terested in  our  type  of  funds.  A  couple  of  weeks  ago,  we 
held  a  dealers  meeting  in  Minneapolis  and  we  had  the 
largest  dealer  attendance  anyone  out  there  can  ramembei 

Affiliated  could  look  glamorous  if  the  market  ever  turns 
around.  But  if  it  is  to  achieve  lasting  as  opposed  to 
cyclical  beauty,  it  will  have  to  vastly  improve  its  ln-house 
research  instead  of  relying  on  outside  brokers.  "We're 
building  our  research  department,"  says  Driscoll.  "We 
raised  the  management  fee  expressly  for  that  purpose. 

Grandma  has  yet  to  become  a  lissome  beauty,  but  tA 
least  she  has  turned  the  clock  back  to  a  respectable  e.uK 
middle  age.  ■ 
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What  happens 
when  talented  people 
make  great  products? 

The  best  six  months 
in  our  history! 
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In  the  first  six  months  of  1974  we  established  records  in  almost 
every  aspect  of  Northern  Electrics  operations. 

We  began  operations  in  more  new  plants  than  ever  before  and 
so  continued  to  create  new  jobs  and  opportunities.  The  number  of 
employees  was  the  highest  in  the  company's  history. 

Consolidated  sales  for  the  six  months  were  a  record  $460 
million,  77  percent  higher  than  the  $260  million  recorded  for  the 
same  period  in  1973. 

Consolidated  net  earnings  also  set  a  record  at  $28.8  million  for 
the  half-year.  They  were  four  times  greater  than  the  earnings  of  $6.9 
million  attained  in  the  first  six  months  of  1973,  when  strikes  in  May 
and  June  closed  Canadian  manufacturing  operations. 

The  growth  in  sales  occurred  in  all  of  the  company's  product 
lines,  with  sharp  increases  in  the  key  areas  of  electronic  equipment 

Our  SP-1  electronic  central  office  switching  system  is  one  of  the 
most  advanced  of  its  kind.  The  efficiency  of  the  stored-program, 
computer-controlled  equipment  is  now  a  matter  of  record.  In  less  than 
three  years,  orders  from  telephone  companies  in  Canada  and  the 
United  States  for  these  multi-million  dollar  systems  are  close  to  100.  In 
addition,  we  have  received  30  orders  for  extensions  to  these  systems. 

Our  new  Pulse  electronic  private  automatic  branch  exchange 
(EPABX)  has  been  so  well  received  throughout  the  North  American 
market  we're  about  to  introduce  a  larger  version.  Our  U.S.  subsidiary, 
Northern  Telecom,  Inc.,  has  opened  a  new  factory  in  Mountain  View, 
California,  devoted  entirely  to  this  product. 

We  are  already  in  an  advanced  stage  of  development  of  new 
business  communications  systems  and  other  innovative  products  that 
will  ensure  our  continued  product  leadership. 

These  are  some  of  the  reasons  we  believe  we  are  the  fastest- 
growing  major  manufacturing  company  in  Canada  today,  and  the 
fastest-growing  telecommunication  equipment  manufacturer  in 
North  America. 


& 


Northern  Electric 

COMPANY  LIMITED 

MONTREAL,  CANADA 


32  factories  in  Canada,  United  States,  Ireland,  Turkey  and  Malaysia. 
Sales  offices  throughout  North  America,  Europe  and  Asia. 
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*  1973  consolidated  sales  and  earnings  reflect  a  strike  over  a  10  week  period  in  the 
second  and  third  auarters  which  affected  the  company's  Canadian  operations. 


The  president  of  Diners  Club  offers 
this  friendly  wager  to  the  president 
of  American  Express: 


pay  you  a  dollar  for  every  establishment 
that  honors  American  Express.Jf  you'll  pay  me 
a  dollar  for  every  one  that  honors  Diners  Club." 

(That's  the  fastest  way  I  know  of  to  make  $75,000!") 


Actually,  the  outcome  isn't  really  in  doubt. 
The  evidence  is  in  the  latest  Diners  Club 
and  American  Express  directories.  By  direct 
comparison,  Diners  Club  gives  you  credit 
at  75,000  more  places  around  the  world 
than  American  Express. 

That  can  mean  a  lot  to  you  when  you 
travel.  In  Europe,  Diners  Club  gives  you 
credit  at  30%  more  places  than  American 
Express.  Note:  Guide  Michelin,  world- 
renowned  restaurant  guide,  gives  its  highest 
rating— 3  stars— to  just  16  restaurants  in  all 
of  France.  Of  these,  1 1  honor  Diners  Club 
(8  exclusively)  while  only  3  honor  American 
Express  (none  exclusively). 

In  Germany,  Diners  Club  gives  you  over 
50%  more  establishments  than  American 
Express.  In  the  Caribbean:  50%  more 
places  in  Aruba.  More  than  twice  as  many 
in  Barbados.  More  in  St.  Martin,  Curacao, 


Martinique  and  Trinidad,  among  others.  In 
Asia,  Africa  and  Latin  America,  you'll  find 
Diners  Club  at  3  times  as  many  places. 

The  first  executive  card. 

Needless  to  say,  Diners  Club  is  honored 
throughout  the  U.S.— where  we  originated 
the  executive  credit  card. 

Of  course,  you  can  make  do  with  your 
American  Express  card  alone.  But  not  hav- 
ing Diners  Club  means  having  no  credit  at 
all  in  75,000  places.  It  could  mean  passing 
up  some  very  nice  restaurants,  shops  and 
places  to  stay— unless  you  are  prepared  to 
carry  a  lot  of  cash. 

That's  why,  even  if  you  already  have 
American  Express,  it  would  pay  you  to  send 
in  the  application  below. 
Right  now,  while  it's  still 
in  your  hands. 


Dear  Friend, 

American  Express  recently 
announced  an  increase  in 
the  annual  cost  of  their  card 
from  $15  to  $20-a  331/»% 
increase. 

As  President  of  Diners 
Club,  I  want  to  assure  you 
that— should  you  use  this 
application  to  apply  for 
membership  now— upon  its 
approval,  you  will  receive  a 
full  year's  membership  at 
the  same  $15  fee  we've 
maintained  for  years.  (And 
you  may  have  additional 
cards  for  members  of  your 
company  or  family  at  the 
same  $7.50.) 

Since  Diners  Club  offers 
you  75,000  more  establish- 
ments than  American  Ex- 
press—and now  costs  you 
appreciably  less— doesn't  it 
make  good  sense  to  apply 
for  membership  now? 

Sincerely,  - 

R.  Newell  Lusby ^/T 


0 


Executive  service  is  our  business 


® 


20-63-993 


1.D 


■  ■■■     To  assure  yourself  of  the  $15  rate,  application  must  be  received  on  this  form  by  November  1,  1974 
DINERS  CLUB 

10  Columbus  Circle,  New  York,  N.Y.  10019 
(PLEASE  PRINT  ANSWERS  TO  ALL  QUESTIONS! 


FOR  OFFICE  USE  ONLY 


\ 


Personal  Account-mail  bill  to  residence 


Lj     Personal  Account-mail  bill  to  office 


O     Company  Account-mail  bill  to  office 


a    rjMr.     □  Miss 
**  □  Mrs.  □  Ms. 


First  Name 


Middle 


Last 


Date  of  Birth 
Month         Day 


Year 


Spouse  (first  name) 


Home 
Address 


Street 


dty 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home 
Rent 


a 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security 
Number 


"revious 
Home  Address 


Street 


City 


State 


ZIP  Code 


Years 
there 


O    Firm  Name  or  Employer 


Nature  of  Business 


Position 


Address               Street 

City 

State                           ZIP  Code 

Telephone 
(Include  Area  Code 

Years 

with 
firm 

Annual  Earnings 
S 

NOTE    If  less  than  $10,000.  indicate  am't  and 
source  of  other  income,  and  name  and  address 
of  banker,  broker  or  att'y  who  can  confirm  this. 

Amount  and  Source 
of  other  income 


Banker.  Broker            Firm                     Address                          City 
or  Att'y 

State         ZIP  Code 

Previous  Employer  (if  employed  by  above  less  than  3  years; 
or  College/University  if  Recent  Graduate 

Yrs    with  fifm  or 
yr.  graduated 

Name  and  Address  of  Personal  Reference  (not  living  with  you, 

A     Name  of  Bank  and  Branch         City  &  State  Acct.  Number 

Type  of  Account:       C  Checking       Q  Savings       D  Loan 


Name  of  Bank  and  Branch        Cty  4  State 


Acct.  Number 


Type  of  Account        □  Checking       □  Savings       □  Loan 


Department  Store  Accounts 


Oil  Company  Accounts 


Other  Credit  Accts. 
3  American  Eipress 
□  Carte  Blanche 
3  Bank  Amencard 
3  Master  Charge 
Other: 


Former  Diners  Club  member'     Q  Yes     Q  No 


J    $17  FEE;  covers  12  months'  membership  from  date  card  is  issued  at  $15 
•  plus  1  year's  subscriptio.-i  to  Signature,  the  Diners  Club  Magazine,  at  $2 

Subscription  optional.    Indicate  choice  below    Do   NOT  enclose   check- 

we  will  bill  you  later. 
□  $17  Fee  (Includes  Signature  Magazine)  □  $15  Fee  (Membership  Only) 

Applicant  authorizes  exchange  of  credit  information,  the  issuance  of 
credit  cards  as  indicated  and  renewal  and  replacement  thereof.  Appli- 
cant agrees  that  each  cardholder  assumes  joint  and  several  responsi- 
bility for  all  charges  with  company  applicant,   if  Company  Account,  or 


Send  me  ai.  additional  Diners  Club  Card  at  $7.50  for  a  member  of  my    firm/family. 


First  Name         Middle         Last         Signature  of  Ado-on  applicant     Relationship 


Please  send  me        forms  for  additional  cards  for  members  of  my  firm/family 


with  primary  applicant  if  Personal  Account. 


0 


Signature  of  Company  Officer  for  Authorization  of  Company  Account 


Title 


Signature  of  individual  Applicant 
||  |HAVE  YOU  SIGNED  THIS  APPLICATION?!  !■■§■■ 


Date 
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Composed  of  the  following. 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


MAY  125.1 

JUNE  (Prel.)     125.2 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


Market  Comment 


Uncharted  Waters 


By  L.  O.  Hooper 


This  great  bear  market  has  been 
nourished  1 )  by  an  inflation  that's 
out  of  control,  2)  by  the  highest  in- 
terest rates  in  a  century,  3)  by  evi- 
dence that  the  standard  of  living  for 
most  people  is  decreasing  for  the  first 
time  since  World  War  II,  4)  by  fear 
that  inflation  can  only  end  in  defla- 
tion, the  most  unpleasant  of  all  eco- 
nomic phenomena,  and  5)  by  the  loss 
of  confidence  caused  by  what  is  com- 
monly known  as  Watergate.  These 
five  factors;  have  depressed  the  stock 
market  for  months.  All  the  other 
things  are  collateral. 

The  resignation  of  Mr.  Nixon  sub- 
stitutes a  plus  for  a  minus  in  the 
confidence  factor.  In  itself,  it  does  not 
change  the  four  other  depressants.  It 
docs  mean  a  better  feeling  between 
the  White  House  and  the  Congress, 
at  least  through  the  honeymoon.  It 
probably  means  a  perceptible  trend  to 
the  right,  rather  than  to  the  left,  in 
national   policy.   It   revives   the  lately 

Mr.  Hooper  Is  vice  president  of  the  NYSE  firm  of 
Thomson   &   McKinnon  Auchincloss   Kohlmeyer   Inc. 


ailing  Republican  Party  and  probably 
will  make  the  next  election  a  horse 
race  instead  of  a  rout. 

The  more  tangible,  less  political 
and  less  psychological  factors  are  not 
likely  to  yield  easily  or  in  a  sensational 
way.  The  nation  may  feel  better  about 
them  during  the  honeymoon,  but,  to 
quote  from  Whittier's  hymn,  "The 
healing  of  the  seamless  dress  is  on 
our  beds  of  pain."  There's  no  over- 
night cure  for  the  accumulated  mal- 
adies of  the  economy. 

Economic  prophets  and  commen- 
tators, whether  professional  econo- 
mists or  mere  security  and  stock  mar- 
ket analysts,  as  a  class,  have  not  been 
doing  well  recently.  This  writer  is  no 
exception.  You  know  I  began  looking 
for  a  100-point  rally  in  the  DJI  last 
May  when  I  should  have  been  look- 
ing for  a  100-point  decline.  I  have 
not  been  doing  so  well  about  1974 
earnings  projections  either.  Earlier  in 
the  year  I  forecast  a  decline  in  prof- 
its on  the  Dow  in  1974  to  around  $60 
a  DJ  share.  Unless  everything  goes  to 


ruin  during  the  fourth  quarter,  some- 
thing like  $90  to  $96  is  now  a  good 
guess.  A  very  few  of  my  individual 
stock  suggestions  have  done  well,  but 
very,  very  few  against  those  which 
have  done  very  little  or  badly.  Hap- 
pily, readers  of  this  column  are  usu- 
ally aware  of  my  limitations.  I  hope 
they  will  be  as  charitable  and  forgiv- 
ing as  they  have  been  most  of  the 
time  for  the  past  several  decades. 

What  Now? 

This  leads  to  a  brave  comment 
about  the  recent  disarray  of  academ- 
ic and  government  economists— brave 
because  it  comes  from  a  country-doc- 
tor type  economist  rather  than  a  for- 
mally educated  one  of  recognized  re- 
pute. Because  the  expansionist  phi- 
losophies of  John  Maynard  Keynes 
worked  so  well  so  long  in  improving 
the  standard  of  living,  the  almost 
universally  accepted  thinking,  both 
in  the  cloistered  hall  and  in  govern- 
ment, has  been  "Keynesian."  But  most 
often  it  was  a  one-sided  approach  to 
Keynes'  ideas,  stressing  only  expansion 
and  seldom,  if  ever,  control  of  infla- 
tion. Had  he  lived,  John  Keynes  prob- 
ably would  have  been  shocked  by 
some  of  the  things  his  disciples 
worked  into  what  they  came  to  think 
of  as  his  system. 

At  any  rate,  what  has  been  ac- 
cepted as  the  Keynes  system  is  now 
on  the  defensive.  There  does  not  seem 
to  be  much  to  replace  it  except  the 
old  orthodoxy  of  such  seers  as  Ricar- 
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Before  you 
tie  up  money 
for  4  to  7  years 
to  earn  higher 
interest,  and 
agree  to  heavy 
penalties  if  you 
withdraw  your 

money  early... 

Please  send  for  the 

prospectus  of 

DREYFUS 
LIQUID 

ASSETS. 
INC. 


an  investment  company  which 
seeks  current  income  by  pooling  in- 
vestors' cash  to  purchase  and  hold 
high  yield  money  market  obligations: 
Certificates  of  Deposit  (CD's)  ...U.S. 
Government  securities  .  .  .  Bankers' 
acceptances  .  .  .  Highest  credit  com- 
mercial paper. 

•  No  charge  when  you  buy  shares 

•  No  charge  when  you  withdraw 
your  money 

•  Dividends  declared  daily 

•  $5,000  minimum  investment 

•  $1,000  minimum  investment  if 
forwarded  by  a  securities  dealer 

For  a  copy  of  the  prospectus  and  a 
free  information  booklet,  mail  the 
coupon  or  call  us  at  these  numbers 
any  time  during  the  week  from  9  A.M. 
to  5  P.M. 

OUTSIDE  NEW  YORK  STATE-CALL  TOLL-FREE 

(800)  223-5525 

N.Y.  STATE -CALL 

(212)  935-5700 

CALL  COLLECT  OUTSIDE  NEW  YORK  CITY  AREA 


Dreyfus  Liquid  Assets,  Inc.  0470103 

600  Madison  Avenue 
New  York,  N.Y  10022 

Please  send  my  prospectus  and  free  infor- 
mation booklet. 

Name 


Address, 


City. 


State. 


.Zip. 


Available  in  certain  countries  outside  the  United  States 
Write  for  details 


do,  Marshall  and  Taussig,  whose  phi- 
losophy involves  checks  and  balances 
often  difficult  to  accept  and  probably 
not  fully  applicable  in  a  welfare  state. 
Moreover,  some  of  the  non-Keynes 
ideas  potentially  involve  social  conse- 
quences not  pleasant. 

Mr.  Nixon,  as  President,  once  said 
that  he  was  a  Keynesian.  Unless  most 
of  us  misread  him,  President  Ford  is 
not  a  Keynesian.  In  almost  every  area 
Mr.  Ford  is  more  conservative  than^ 
was  Mr.  Nixon,  or  than  Mr.  Johnson 
or  Mr.  Kennedy  were.  He  may  be  ex- 
pected to  have  more  conservative  ad- 
visers, and  I  expect  the  advisers  to 
hold  more  definite  and  more  uniform 
opinions.  After  the  honeymoon  begins 
to  fade,  there  is  likely  to  be  economic 
debate  with  the  sides  more  definitely 
drawn.  As  a  practical  matter,  it  should 
he  recognized  that  Mr.  Ford  is  most 
unlikely  to  advocate  that  the  U.S. 
spend  itself  out  of  trouble. 

Lower  Interest  Rates? 

There  is  no  quick  and  easy  an- 
swer to  all  the  major  problems  which 
beset  us,  such  as  high  interest  rates 
and  poor  crops  which  have  lately 
been  feeding  inflation  at  a  time  when 
relief  had  been  hoped  for.  There's 
no  easy  solution  to  the  problem  of  ex- 
cessive debts  in  every  area  of  society, 
especially  with  the  burden  gready  in- 
creased by  excessive  interest  rates. 
We  are  more  likely  to  be  dealing  with 
a  delicate  balance  between  recession 
and  depression  than  with  a  new  ex- 
pansion of  business. 

Economically,  the  Free  World  is  in 
uncharted  waters  because,  since  the 
development  of  the  welfare  state,  so- 
ciety has  not  been  threatened  with  a 
major  economic  contraction.  There  are 
some  checks  and  balances  in  a  wel- 
fare state  that  did  not  exist  in  the 
old  system  prior  to  World  War  II. 
Theoretically,  a  total  washout  like 
that  in  the  early  1930s  is  impossible, 
because  huge  transfer  payments  by 
the  Government  would  necessitate  in- 
flationary borrowing.  It  remains  to  be 
seen,  however,  whether  the  fact  fol- 
lows the  theory. 

Now  I  come  to  the  stock  market  it- 
self. It  has  experienced  a  terrible  bat- 
tering in  the  face  of  good  earnings 
and  really  full  employment.  To  be 
sure,  the  Watergate  matter  contrib- 
uted to  the  lack  of  confidence,  but  1 
think  it  has  been  a  minor  rather  than 
a  major  factor.  Investor  confidence 
has  been  mined  by  unpleasant  experi- 
ences with  stocks  and  bonds,  and  by 
fear  that  the  drop  in  values  has  been 
discounting  a  depression  rather  than 
a  recession. 

Above  all,  common  stocks  have  be- 
come less  and  less  competitive  with 
bonds  and  short-term  money,  as  inter- 
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est  rates  have  risen  faster  than  divi- 
dend returns.  Because  of  their  experi- 
ences, investors  have  been  more  and 
more  inclined  to  seek  income  and  rela- 
tive safety,  and  less  inclined  to  look 
for  capital  gains  in  an  area  where 
they  have  been  so  conscious  of  capi- 
tal losses.  As  long  as  cash  can  be  in- 
vested on  a  short-term  basis  in  risk- 
less  securities  to  return  9£  or  more, 
there's  inducement  to  keep  it  liquid 
rather  than  to  invest  it  in  stocks. 

Because  everyone  else  is  saying  it, 
it  is  trite  to  point  out  that  the  big 
thing  needed  to  make  a  better  stock 
market  is  lower  interest  rates.  But,  on 
a  short-term  basis,  this  is  about  the 
most  intelligent  thing  to  say.  In  a 
hopeful  vein,  it  seems  to  me  that 
lower  interest  rates  over  the  short  and 
intermediate  term  are  probable.  In 
the  first  place,  the  ranks  of  investors 
in  short-term  paper  are  badly  over- 
crowded and  something  has  to  give 
sooner  or  later.  Secondly,  more  and 
more  potential  borrowers  are  just  re- 
fusing to  borrow;  for  example,  the 
electric  utilities.  Thirdly,  absurd  ex- 
cesses, like  current  interest  rates,  tend 
to  be  their  own  correction.  Finally, 
if  the  new  Administration  wants  to 
ease  pressure  everywhere,  the  place 
to  begin  is  to  ease  interest  rates. 

There's  no  point  in  talking  much 
about  individual  stocks,  since  techni- 
cal position  at  the  moment  is  more  im- 
portant than  real  value.  Fundamen- 
tally, I  like  the  idea  of  buying  into 
companies  which  have  no  debt,  or 
which  have  been  reducing  debt. 
Right  now,  debt  is  a  curse. 

Don't  Follow  The  Herd 

The  most  obvious  relief  potential 
for  the  money  market  is  in  some  re- 
cycling of  Arab  oil  money.  By  this  is 
meant  the  lending  to  Americans  of 
more  of  the  proceeds  of  large  Arab 
sales  of  petroleum  in  the  western 
world.  It  seems  logical  to  expect  that 
more  and  more  Arab  cash  will  even- 
tually come  to  our  money  markets  in 
one  way  or  another. 

Lately  there  has  been  nothing  short 
of  a  flood  of  Funds  into  all  kinds  of 
short-term  obligations.  At  this  point 
I  would  much  prefer  to  put  funds  in- 
to longer-term  paper.  These  excep- 
tionally high  short-term  rates  are  sun- 
to  ease  before  long;  and  when  all  in- 
terest rates  case,  long-term  money 
won't  come  down  as  last  as  short- 
term  money.  I  never  like  to  do  what 
other  investors  are  doing  excessively; 
and  if  I  ever  saw  excesses,  there  are 

excesses  in  the  short-term  monev  mar- 
ket now. 

I  continue  to  regard  the  shares  of 
the  big  oil  companies,  especially  the 
internationals,   as   Investments    rather 

than  speculations.  ■ 

FORBES,    SEPTEMBER    1,    1974 


Stock  Comments 


Under  Mew  Management 

By  Heinz  H.  Biel 


Any  new  chief  executive  officer  en- 
joys not  only  the  great  advantage  of 
not  having  to  assume  responsibility 
for  anything  that's  gone  wrong  in  the 
past,  but  also  of  being  in  a  position 
to  claim  credit  for  any  change  for 
the  better.  In  corporate  life  the  first 
thing  a  new  CEO  usually  does  is  to 
write  off  the  errors  of  his  predecessors 
so  that  he  can  start  out  with  a  clean 
slate  and  make  a  good  showing  there- 
after. And,  of  course,  he  can  fire,  with- 
out qualms,  all  the  corporate  dead- 
wood  to  whom  he  has  ho  prior  per- 
sonal commitment. 

Mr.  Ford,  the  new  CEO  of  the  U.S., 
is  in  the  same  fortunate  position. 
While  he  is  saddled  with  many  grave 
problems,  they  are  not  of  his  making. 
The  timing  of  Franklin  Roosevelt's  in- 
auguration was  equally  fortuitous. 
When  he  became  President  in  Jan- 
uary 1933,  conditions  were  so  bad  that 
they  could  hardly  get  worse.  Adolf 
Hider,  assuming  power  at  the  same 
time,  enjoyed  the  same  advantage. 

Whether  President  Ford  will  prove 
to  have  the  good  fortune  of  coming 
in  at  or  near  the  end  of  an  economic 
recession  is  questionable,  to  say  the 
least.  The  problems  which  he  has  in- 
herited are  of  awesome  magnitude, 
but  at  least  he  and  his  staff  and  Con- 
gress are  in  a  position  to  pay  atten- 
tion to  them  instead  of  being  side- 
tracked by  extraneous  matters. 

The  stock  market  greeted  the  ar- 
rival of  the  new  Administration  by 
prompdy  falling  to  new  bear-market 
lows,  which  seemed  to  prove  that 
Watergate  had  not  been  as  much  of 
a  market  factor  as  had  been  widely 
believed.  Nevertheless,  I  begin  to  feel 
just  a  litde  less  pessimistic. 

Most  people  think  that  common 
stocks  are  cheap  now,  but  that  knowl- 
edge, widespread  as  it  is,  doesn't  seem 
to  induce  investors  to  take  advantage 
of  these  apparent  bargains.  The  rea- 
son is  that  "cheap"  is  a  relative  con- 
cept. In  bear  markets  even  cheap 
stocks  can  and  do  get  cheaper. 

During  the  past  year  or  so  manage- 
ments of  hundreds  of  companies,  be- 
lieving that  their  shares  were  unduly 
depressed,  began  to  buy  in  their  own 
stock,   either   via   tenders    or   in   the 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
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open  market.  Some  companies  even 
borrowed  money  to  do  so,  but  in  all 
too  many  instances  the  price  of  their 
shares  declined  still  further.  One  com- 
pany, for  instance,  bought  1.2  mil- 
lion of  its  own  shares  last  year  at 
27;  last  month  it  sold  as  low  as  4%\ 

All  this,  however,  does  not  negate 
the  fact  that  certain  stocks  are  in- 
herently undervalued  and  are  consid- 
ered, after  most  thorough  analysis, 
worth  far  more  than  their  prevailing 
market  price.  When  ESB  (formerly 
Electric  Storage  Battery)  was  selling 
around  18,  International  Nickel  of- 
fered to  buy  all  the  shares  at  28,  or 
approximately  at  book  value.  ESB's 
management  screamed  that  INCO 
was  trying  to  steal  the  company  and 
induced  friendly  United  Aircraft  to 
top  this  bid.  UA  complied,  first  of- 
fering $34  a  share  and  later  $38,  but 
it  dropped  out  of  the  game  when 
INCO  raised  the  ante  to  $41.  ESB 
had  never  sold  that  high.  One  must 
assume  that  INCO's  management 
knew  what  it  was  doing  in  spending 
some  $230  million  on  this  acquisition. 

And  now  comes  Mobil  Oil  Corp. 
with  a  bid  of  $35  a  share  for  17.3 
million  shares  of  Marcor,  a  price  that 
had  been  reached  and  exceeded 
slightly  only  in  1971.  That  bid  is 
nearly  twice  last  year's  low  of  Marcor 
(17?*)  and  73%  above  the  stock's 
year-end  book  value  of  $20.24.  Mobil 
Oil's  management  has  emphasized 
that  this  offer  for  control  of  Marcor, 
involving  a  cash  ouday  of  some  $800 
million,  was  done  after  the  most  care- 
ful study  of  the  company,  which  was 
formed  six  years  ago  as  a  combina- 
tion of  Montgomery  Ward  and  Con- 
tainer Corp. 

Although  ownership  or  control  of 
ESB  and  Marcor  are  worth  a  great 
deal  more  to  International  Nickel 
and  Mobil  Oil,  respectively,  than  hold- 
ing of  some  shares  would  be  to  in- 
dividual investors,  these  tender  offers, 
made  for  cash  and  not  for  "Chinese 
money,"  as  was  the  practice  of  the 
conglomerators  of  the  Sixties,  are  liv- 
ing proof  that  certain  companies  are 
worth  far  more  than  they  are  now 
selling  for.  The  question  is  to  whom 
will   they  be  worth  so  much  more. 

Many  readers  apparentiy  misinter- 
preted certain  remarks  in  my  Aug.  1 


column  when  I  said  that  "personally 
I'd  rather  trade  in  gold  futures  than 
own  South  African  gold  mining 
shares."  This  statement  assumed,  of 
course,  that  trading  in  gold  and  own- 
ing it  would  become  legal.  Mean- 
while, Americans  who  want  to  par- 
ticipate in  gold  in  one  way  or  an- 
other either  have  to  buy  gold  coins 
or  gold  mining  shares,  or  funds  which 
emphasize  investment  in  gold  mining 
stocks,  such  as  ASA  Ltd.  (listed  on 
the  NYSE )  and  International  Investors 
(a  mutual  fund  with  a  maximum  load 
of  8%%).  Since  gold  coins  are  selling 
at  a  huge  premium  above  the  price 
of  gold  bullion,  the  only  sensible  al- 
ternative at  the  present  time  is  gold 
mining  shares. 

Gold  vs.  Gold  Shares 

Now  that  President  Ford  has  signed 
the  bill,  gold  ownership  will  become 
legal  by  the  end  of  this  year.  Then 
there  will  be  another  alternative  to 
gold  mining  stocks,  namely  gold  itself. 
It  is  expected  that  beginning  Jan.  2, 
1975,  gold  will  be  traded  on  the  Chi- 
cago Board  of  Trade  and  the  Interna- 
tional Monetary  Market  of  the  Chi- 
cago Mercantile  Exchange,  and  pos- 
sibly also  in  New  York.  The  Board 
of  Trade  contract  is  for  three  one- 
kilogram  bars  of  gold  (96.44  troy 
ounces),  while  the  Mercantile  Ex- 
change contract  will  be  for  100 
ounces.  Daily  limits  on  price  move- 
ments are  expected  to  be  $8  to  $10 
per  troy  ounce.  With  gold  presentiy 
selling  in  Europe  at  around  $155, 
each  contract  would  be  worth  about 
$15,000  to  $15,500,  respectively. 

Many  people  are  totally  unfamiliar 
with  commodity  trading,  and  some 
equate  it  with  gambling.  They  are 
more  at  home  with  stocks.  The  fact 
that  stocks,  particularly  gold  stocks, 
are  often  subject  to  extremely  wide 
fluctuations,  even  greater  fluctuations 
than  gold  itself,  does  not  seem  to  alter 
their  preference.  There  may  be  great- 
er leverage  in  gold  stocks,  i.e.,  a  20% 
rise  in  the  price  of  gold  could  mean 
an  increase  of  a  mining  company's 
profits  by  a  much  greater  percentage. 
But  leverage  works  in  reverse,  too. 
And  mining  companies  can  have  all 
sorts  of  unpredictable  problems— tech- 
nical, political,  labor,  racial  (in  South 
Africa),  taxes,  etc.  Of  course,  stocks 
pay  dividends,  but  that  factor  is  not 
meaningful,  considering  the  great 
variations  in  price  and  the  relatively 
low  yields. 

For  all  these  reasons  the  direct  pur- 
chase of  gold,  particularly  gold  fu- 
tures, seems  preferable  to  me.  If  lev- 
erage is  desired,  that  can  be  obtained 
via  margin,  with  requirements  un- 
doubtedly much  lower  than  the  50% 
now  needed  for  stock  purchases.   ■ 
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FORBES 

has  been  negative  on 

GOLD 

— all  the  way  up. 
It's  their  privilege. 

THE  DINES  LETTER 

has  token  a  completely  opposite 

point-of-view  and  is  bullish  on 

Gold  and  Silver. 


As  for  the  market. 

The  Dines  Letter 
has  never  been  more  bearish, 

despite  probable  bear  market  rallies. 

If  you  would  like  to  find  out  why,  mail 
this  ad  with  $10  to  Dept.  J94M2  and 
we'll  send  you  our  next  4  Issues  PLUS 
o  wealth  of  other  information,  reports, 
articles,  etc.  (N.Y.  residents,  add  appli- 
cable sales  tax.) 

THE  DINES  LETTER 

18  E.  41  St.,  N.Y.,  N.Y.  10017 

(Not   assignable   without  your  consent) 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  Vi  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  ft  Market  Evaluation  Service* 

2995  L.BJ.  Freeway 

P.O.  Bo«  29119,  Dept.  N. 

Dallas,  Taias  75229  Ph.  (214)  243  4253 


FREE   APPRAISAL   of 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.D.S.  Schoenwa'd 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


At 

C.C.PRICE 
the  unique 
portrait 
gallery 


FREE  PORTRAIT  BROCHURE 

Select  from  today's  leading 
portrait  painters  and  sculp- 
tors an  artist  who  is  not 
only  concerned  with  a  rea- 
listic likeness,  but  also  has 
a  style  to  capture  your 
style.   Visit  or  write: 

C.  C.   PRICE,   INC. 
15   E.  48th   St.,   N.Y.   10017  J 


Market  Trend 


The  Roids  on  the  Cabui 


By  Martin  T.  Sosnol 


If  you  know  what  the  Roids  on  the 
Cabuie  stand  for,  you  are  with  it. 
Roid  is  Polaroid  and  Cabuie  stands 
for  the  Chicago  Board  Options  Ex- 
change (CBOE).  The  Roids  on  the 
Cabuie,  then,  are  the  Polaroid  options 
that  are  traded  on  the  options  ex- 
change. It  is  the  argot  of  options 
traders,  who  are  nothing  more  than 
rejuvenated  put  and  call  brokers,  and 
their  parlance  reflects  the  prosaic  na- 
ture of  the  calling.  There  is  no  mys- 
tery or  imagination  in  options.  Every- 
thing is  reduced  to  eighths  and  quar- 
ters, and  the  decisions  to  buy  and  sell 
options  are  based  on  straight  arithme- 
tic probabilities.  Is  the  option's  pre- 
mium in  line  with  the  maturity  date 
and  the  volatility  of  the  underlying 
stock?  Good.  Then  the  permutations 
for  game  playing  are  as  varied  as  love. 
The  only  thing  that  is  never  done  is 
to  utilize  the  primary  position— the 
equivalent  of  buying  a  stock  for  long- 
term  investment. 

By  now,  the  concept  of  limited  risk 
should  be  here  to  stay,  particularly 
when  you  are  playing  with  your  own 
money.  It  is  no  accident  that  bro- 
kerage houses  allocate  meaningful 
amounts  of  their  own  capital  to  such 
arbitrage  and  hedging  operations, 
where  the  return  on  capital  is  even 
greater  for  them  as  the  house  pays 
no  commissions  on  its  own  transac- 
tions. In  fact,  don't  ask  your  broker 
to  run  your  account  as  he  runs  his 
own  house  account— he  is  too  busy 
making  money  for  himself. 

Serious  money  has  always  been 
made  speculating  on  new  product  en- 
tries when  there  are  production  prob- 
lems, and  then  selling  out  when  every- 
thing looks  beautiful.  At  year-end 
1973,  Polaroid,  for  us,  seemed  a  per- 
fect textbook  example  of  this  pattern, 
similiar  to  the  big  corporate  bet  IBM 
made  on  the  360  line  of  computers 
in  the  mid-Sixties.  Polaroid,  over  a 
five-year  span,  had  moved  from  a  cor- 
porate shell  that  subcontracted  its 
production  of  camera  parts  and  film 
negative  to  an  almost  fully  integrated 
producer  of  film,  and  something  more 
than  an  assembler  of  camera  parts. 
Along  the  way,  hundreds  of  millions 
of  dollars  had  been  spent  by  Polaroid 

A  gueit  columnist,  Mr.  Sosnoff  is  a  general  partner 
of  Atalanta  Partners,  New  York. 


on  research  and  development. 

And  now  for  the  Roids.  Somehow 
the  market  has  chosen  to  ignore  Dr 
Edwin  Land's  elegant  phraseology 
that  "just  as  the  product  of  the  tele 
phone  company  is  conversations  [no 
instruments]  so  our  product  [the  SX 
70  camera]  is  neither  mechanism  no 
film.  Our  product  is  visual  conversa 
tion  between  the  photographer  anc 
the  total  scene  of  objects  and  peoph 
with  which  he  is  involved— the  pic 
ture  itself  becoming  the  reiterative  re 
minder  of  the  pleasure  of  taking  it.' 

The  New  Game 

A  meaningful  insight  is  always  at- 
tained at  the  cost  of  burnt  fingers 
Stocks  have  become  commodities 
They  can  fluctuate  20%  to  30%  in  « 
matter  of  days,  and  this  goes  for  som( 
of  the  biggest  capitalization  goods  or 
the  board— Polaroid,  Phillips,  Texai 
Instruments,  Kodak,  Xerox,  et  al.  Tht 
bitter  realization  that  we  are  over 
matched  is  still  not  impossible  to  live 
with.  If  all  the  participants  in  the 
game  of  musical  chairs  are  speedec 
up  beyond  recall,  there  is  no  reasor 
any  longer  for  us  to  play  until  tht 
game  has  exhausted  its  players.  Car 
we  do  less  than  find  another  game  tc 
play?  If  the  prices  for  individua 
stocks  change  violently  with  the  ebb 
and  flow  of  small  incremental  dosage; 
of  buying  and  selling,  a  stock  no  long- 
er can  be  visualized  as  a  price  poinl 
in  time,  but  must  become  a  vertical 
line,  a  column  of  mercury  that  rises 
and  falls  silently  amid  its  hostile  en- 
vironment. The  Chicago  Options  Ex- 
change was  born  just  in  time  to  save 
us  from  what  could  be  a  serious  con- 
frontation with  self-destruction. 

I  no  longer  believe  in  anything 
nor  will  I  commit  myself  to  fantasize 
stock  prices  as  intellectualized  extra]) 
olations  of  facts.  Dr.  Land  can  fan  I  a 
size  all  he  wants  about  the  SX-70 
being  "visual  conversation."  Down  od 
the  floor  of  the  Options  Exchange, 
the  Roids  are  a  commodity  amid  I 
roaring  crowd  that  sounds  like  the 
arena  during  heavyweight  champion 
ship  fight  time. 

If  you  were  bullish  on  Polariod,  yotJ 
set  up  a  spread  whereby  yen  m.ul. 
money  between  $25  and  $40  a  shard 
and   il   you  arc  bearish  maybe  you 
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pread  may  range  from  $15  to  $25. 
'he  band  of  value  is  the  admittance 
f  fallibility.  And  as  the  stock  moves 
iward  the  outer  extremes  of  your 
pread,  you  sell  or  buy  more  options 
f  different  maturities  and  striking 
rices  to  stretch  the  band  and  there- 
y  prevent  any  loss.  The  static  of 
lvesting  wrongly  disappears  with  the 
ne-tuning,  and  so  does  all  the  ex- 
ilaration  of  being  right  and  winning 
ig.  You  might  as  well  don  a  grey 
nock  and  arbitrage  mink  skins 
gainst  chinchilla  pelts.  Be  careful, 
'he  premiums  in  options  have  been 
riven  down  by  a  hundred  or  so  fast- 
guring  pros  because  there  is  no  pub- 
c  to  take  down  the  buy  side. 

Jo  Time  For  Luxuries 

Edwin  Land  talks  Bergsonian  poet- 
y:  "The  present  is  the  past  biting 
ito  the  future."  A  man  whose  net 
/orth  runs  into  nine  figures  should 
alk  this  way,  but  the  romantic  fallacy 
f  believing  in  America's  day-to-day 
yowth  is  a  sidelight  of  Polaroid's 
lanagement  blithely  thinking  that 
:   could   get   away   with   introducing 

high-ticketed  consumer  item  in 
974.  While  some  $20  billion  in  dis- 
losable  income  was  coming  out  of 
he  hides  of  consumers  from  rising 
uel  and  food  costs,  the  management 
t  Disney,  Avon  and  Polaroid  didn't 
lave  any  right  to  be  disappointed  in 
heir  revenues.  Where  was  the  money 
iipposed  to  come  from  to  pay  for 
Mickey  Mouse  when  it  was  a  serious 
[uestion  whether  the  housewives  of 
Lmerica  would  continue  to  pluck 
>oca-Cola  off  the  shelves  of  their  local 
upermarkets  or  trade  down  to  the 
louse  brand.  (This  is  happening.)  It 
wasn't  until  late  in  June  that  manage- 
nent  at  Polaroid  had  any  firm  data 
vhich  showed  SX-70  film  sales  were 
/ay  below  the  corporate  forecast. 

I  had  loved  Roid  in  the  80s  and 
vas  plunged  into  unbelief  down  in 
he  50s.  My  subliminal  bullishness 
lad  been  beaten  out  of  me  step  by 
tep.  I  had  sold  out  the  position  in 
he  mid-60s  and  sold  puts  in  the  70s, 
>ought  calls  in  the  60s  and  put  on 
preads  in  the  high  60s  and  50s.  The 
ight  turned  out  a  bloody  stalemate. 
Ul  the  feverish  activity  had  been  un- 
>roductive  in  a  foreshortened  time 
rame  of  a  few  months.  The  empirical 
nethod  had  just  managed  to  keep  me 
vhole.  I  was  looking  forward  to  the 
Pay  when  I  could  afford  the  luxury 
if  dreaming  again  about  a  stock  mar- 
et  that  was  the*  reiterative  reminder 
f  the  pleasure  of  being  right. 

It   was   only   fitting   that   the   final 

rusher  for  me  would  be  a  computer 

tudy  from  First  Boston  Corp.   from 

vhich  one  could  deduce  the  futility 

successfully    compounding    one's 


Send  today  for  United's  timely  report  on 
the  latest  wrinkle  in  Mutual  Funds. 

Money  Market  Funds 

These  funds  invest  in  short-term  high  quality 
instruments  of  good  quality.  The  result  is  they 
pay  higher  interest  than  bank  accounts.  As  this 
is  written,  most  Money  Market  Funds  are  paying 
10%  to  11%.  United  appraises  6  "Money  Market" 
Funds  and  believes  they  are  a  safe  haven  for  you. 


411  Mutual  Funds 

Performance  comparisons  for 
8  months,  1  year,  5  years 
This  revealing  appraisal  lets  you 
compare  how  your  funds  are  doing 
in  this  puzzling  market.  You  can 
compare  their  short  and  long  term 
performance  with  over  400  funds. 


Individual  analysis  of 

No-Load  Funds 

When  you  buy  No-Load  Funds  you 
pay  no  commission  giving  them 
further  appeal.  In  this  Report, 
United  analyzes  the  profit  potential 
and  risk  in  4  No-Load  Funds  and 
recommends  purchase. 


Plus  a  2  issue  Guest  Subscription  to  United  Mutual  Fund  Selector. 


This  entire  package  only  $2 


Fill  out 
coupon 
and  mail 
today 
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STATE 
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® 
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entire  package 
of  Mutual  Fund 
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No  talesman  will  call. 
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Guest  Subscribers  only 


UNITED  Mutual  Fund  Selector 

A    Division   of   United    Business    Service    Co. 
212  NEWBURY  STREET,  BOSTON.  MASS.  021 16 


TEN  THOUSAND  or  a 


MILLION 


whatever  the  size  of 


your  portfolio,  you  don't  have  to  give 
up  control  and  pay  a  percentage  fee 
to  get  competent  investment  counsel. 

Before  turning  over  your  cash  and  securities  —  lock,  stock  and  dividends  —  to  some- 
one to  manage  and  trade  at  his  discretion  on  a  percentage  fee  basis,  consider  the 
alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel  and  keep  complete 
control  over  your  portfolio.  You  will  issue  buy  and  sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio  value.  We  think 
the  modest  cost  will  surprise  you  and  actually  be  much  less  than  you  expect. 

The  Babson  organization's  70  years  experience,  independent  research  department, 
modern  in-house  computer  plus  individual  attention  to  your  portfolio,  assure  you  of 
unbiased,  professional  investment  counsel  precisely  suited  to  your  particular  investment 
aims  and  needs.  Mail  this  coupon  for  complete  details. 


tfjftte  babson's  reports  inc. 

^"*^  Investment  Management  Division 

Wellesley  Hills.  Mass.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
Please  send  information  on  Babson's  Investment  Appraisal  and  Review  Counseling  Service 
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UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  29  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
October  1,  1974  to  share- 
holders of  record  at  the  close 
of  business  September  5, 
1974. 

R.  E.  FONVILLE 

_    .,       _  Secretary 

Dallas,  Texas 

August  16,  1974. 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


WHO'S  MAKING! 
A  BUNDLE? 

Case  histories  of  small  businesses  that 
are  rarely  sold.  Exact  profits,  costs  and 
all  starting  details.  Free  information: 
INSIDER'S  REPORT      6F,  Bo»  90954 

f  Los  Angeles  90009  |~ 


A  shot 
against  cancer? 


One  day  the  scariest  thing 
about  cancer  may  be  the 
needle  that  makes  you  im- 
mune to  it. 

The  theory:  build  up  the 
body's  defense  to  fight  off  the 
disease  naturally. 

Already,    scientists    are 

working   on    mechanisms   to 

make  the  body  reject  cancer. 

And   the  promise  for  the 

future  is  staggering. 

Wouldn't  you  feel  good 
knowing  you  contributed  to 
the  research? 

Please  contribute.  Your 
dollars  will  help  further  all 
our  cancer  research. 

We  want  to  wipe  out  can- 
cer in  your  lifetime. 
$  American  Cancer  Society 


■  ■    mm  +  cc    contmibutco 


money  over  a  period  of  time  in  the 
stock  market.  Performance  of  200 
broadly  based  equities  between  1963 
and  1973  had  been  plotted,  using 
companies  with  market  capitalizations 
in  excess  of  $500  million,  the  insti- 
tutional universe.  There  were  approx- 
imately 100  stocks  that  compounded 
at  more  than  10%  per  annum,  which 
is  the  minimal  goal  serious  money 
shoots  for. 

Now  if  there  are  only  100  or  so*" 
big  winners  over  a  ten- year  period 
that  was  a  benign  one  for  corporate 
earnings  and  market  indices,  where  is 
the  superman  who  is  able  to  ride  the 
magnificent  hundred  throughout  with- 
out any  big  losses?  The  Avons,  Dis- 
neys  and  Tampaxes  finally  succumb, 
not  to  mention  the  pseudofundamen- 
tal  crap  that  we  all  get  caught  up  in 
during  each  market  cycle— the  motor 
homes  nonsense  and  the  furniture  re- 
tailers, Winnebagos  and  Levitzes.  The 
required  answer  is  that  nobody  is 
good  enough  to  pick  the  hundred 
best  stocks  out  of  the  total  stock  mar- 
ket universe  for  more  than  a  year  or 
two  and  that  the  losers  and  nonper- 
formers  decompress  the  heady  com- 
pounding of  the  winners. 

Nobody  cares  to  admit,  even  to 
himself,  that  the  game  is  impossible 
to  beat,  but  it  is  so.  The  drive  for 
intellectual  omniscience  obviously  may 
prevail  so  long  as  the  egos  of  money 
managers  are  fed  by  a  few  fat  years 
among  the  lean  ones.  In  the  long  run 
we  will  all  come  out  closer  to  zero 
than  to  the  mythical  10%.  It  is  only 
human  to  fail  when  the  problematic- 
world  cannot  be  made  to  conform 
with  false  goals  set  by  egocentric 
money  managers.  Pure  genius  cannot 
even  buy  you  a  10%  rate  of  return.  If 
it  were  so,  we  would  be  doubling  our 
money  every  six  years  and  the  world 
does  not  permit  such  nonsense.  The 
dialectics  of  success  are  counterpro- 
ductive, particularly  in  Wall  Street. 
Too  much  money  is  always  chasing 
too  few  legitimate  ideas,  thereby  over- 
pricing them,  and  nobody  is  good 
enough  to  exit  first  often  enough. 

Late  in  May  the  market  decided 
that  the  price  for  Polaroid  should  be 
$35  a  share,  not  $55.  It  did  not  take 
more  than  half  a  million  pieces  for 
sale  to  do  the  damage,  although  the 
total  capitalization  in  1974  exceeded 
30  million  shares.  What  had  hap- 
pened? Management  admitted  that 
SX-70  sales  had  gone  from  excellent 
in  the  first  quarter  to  satisfactory  in 
the  second  quarter,  and  that  SX-70 
film  sales  were  below  expectations.  A 
few  analyst-jockeys  put  this  news  on 
their  brokerage  house  wires  and  Pol- 
aroid was  marked  down  another  35%. 
The  stock  in  a  few  months  had  re- 
traced all  its  progress  since  1965  and 


was  now  selling  at  only  50%  more  than 
its  book  value,  a  premium  more  suit- 
able to  a  manufacturer  of  toilet  seats. 
As  for  Polaroid,  the  great  postwar 
growth  story  had  expired  overnight 
on  the  floor  of  the  stock  exchange. 

Even  this  "toilet  seat"  premium 
was  given  up  by  early  July  when 
management  reported  dutifully  that 
film  pack  sales  were  disappointing 
and  that  several  machines  were  com- 
ing off-line  to  avoid  an  excessive  in- 
ventory buildup.  Earnings  for  the  quar- 
ter would  be  measured  in  pennies. 
Another  delayed  opening  marked 
Roid  down  from  the  mid-30s  to  the 
mid-20s.  Ten  years  of  hard  work  for 
the  stock  thereby  had  been  retraced 
and  the  once  heady  1,000%  premium 
over  book  value  had  evaporated. 

A  $400-Million  Paper  Loss 

Where  was  Morgan  Guarant)  dur- 
ing all  this  turmoil?  Well,  all  through 
1973  it  was  a  buyer  on  balance 
and  at  year-end  held  about  3.5  mil- 
lion shares,  over  10%  of  the  market 
capitalization.  From  its  high  of  over 
$140  Roid  had  declined  almost  120 
points,  a  paper  loss  to  Morgan  cus- 
tomers of  over  $400  million.  On  one 
stock  alone,  it  had  dropped  2%  of 
the  equity  money  it  had  under  man- 
agement for  its  clients.  Assuming 
Morgan  had  decided  to  sell  during 
1974,  would  it  have  dared  to  account 
for  more  than  10%  of  daily  trading 
volume?  Polaroid  trades  under  100,000 
shares  a  day  on  average  so  it  would 
take  maybe  two  years  to  dispose  of 
its  block.  This  is  comparable  to  the 
time  it  took  a  species  of  grass-eat- 
ing dinosaur  to  transmit  a  brain  im- 
pulse to  its  tail  asking  it  to  thrash 
out  at  Tyranosaurus  Rex,  who  was 
meanwhile  crushing  its  backbone. 
When  the  message  arrived,  the  her- 
bivore lay  dying. 

The  problem,  dear  shareholder,  is 
that  you  and  I  start  off  owning 
shares  when  we  should  start  with 
cash.  Until  all  of  us  understand  that 
we  manage  cash,  not  stocks,  the  not 
so  subtle  redistribution  of  wealth  will 
continue  to  favor  the  boys  in  CM 
grey  smocks.  They  know  nothing  ex- 
cept that  there  is  no  such  thing  as  too 
high  or  too  low  when  it  conies  to 
pieces  of  paper. 

fust  as  Polaroid  packages  \  isual 
conversations,    the    New    York    Stock 

Exchange    packages    commodites    to 

build  fantasies  upon.  What  can  ytM 
do  when  the  fantasies  curdle  and  turn 
sour?  Well,  you  can  bite  VOlir  lip  and 

go  on  to  the  next  biggie  <>i  you  cai 

put   on    a    grej     Smock    and    figlil    faj 
eighths  and  quarters,  You  can  sit   and 
rock,  too,  tor  the  business  had  finally 
wound    down    to   a    low    common    CM 
nominator.    I    have   done    all    tho        ( 
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The  Market  Outlook 


What's  It  All  About? 


We  have  been  through  at  least 
three  cycles  in  the  securities  markets 
in  the  past  quarter  of  a  century.  The 
first  was  during  the  Fifties  when  Keith 
Funston  spread  the  gospel,  "Own  your 
share  of  American  Industry,"  and  the 
number  of  individual  shareowners 
went  from  6.5  million  in  1952  to  17 
million  in  1962.  (It's  now  30-odd  mil- 
lion.) The  second  was  the  growth 
of  the  mutual  fund  industry  in  the 
Sixties,  when  funds'  gross  stock  pur- 
chases rose  from  some  $6.5  billion  in 
1965  to  an  alltime  peak  of  $22  bil- 
lion in  1969.  The  third  was  the 
growth  of  the  pension  fund  indus- 
try, whose  gross  common  stock  pur- 
chases went  from  $2.6  billion  in  1960 
to  $10  billion  in  1967  and  an  all- 
time  peak  of  $23  billion  in  1972. 

It's  unwise  to  expect  institutional 
trading  activity  to  return  to  anything 
like  the  excessive  levels  of  the  late 
Sixties  and  early  Seventies.  The  mu- 
tual fund  industry  today  is  a  mature 
business  and  the  environment  is  dif- 
ferent. Most  pension  funds  have  ac- 
cumulated their  normal  proportion  of 
common  stock  ownership,  whereas 
they  were  underinvested  ten  to  20 
years  ago.  Furthermore,  the  corporate 
financial  officers  who  fell  in  love  with 
common  stocks  years  ago  now  realize 
their  actuarial  requirements  can  be 
met  in  the  bond  market  with  less  risk 
of  capital  fluctuations. 

Thus,  we  face  a  "cooled  off"  and 
lower  level  of  "normal"  stock  demand 
from  these  two  heretofore  principal 
buyers  of  equities.  It  will  be  a  more 
solid  and  better  balanced  source  of 
demand.  While  the  search  for  per- 
formance is  as  American  as  apple  pie, 
the  realization  has  grown  that  this 
doesn't  require  instant  action.  I  be- 
lieve we  can  look  forward  to  healthier 
markets  than  at  any  recent  time.  This 
means  that  an  eventual  and  lasting 
turnabout  will  have  different  charac- 
teristics than  those  of  the  past. 

The  growing  debate  about  the 
overall  business  outlook  and  the  fact 
that  this  year's  record  high  earnings 
include  inventory  profits  can  be  an  in- 
tellectual exercise  in  futility.  We  have 
been  and  will  continue  to  be  in  a 
basically  low-multiple  era,  which  rec- 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


By  Sidney  B.  Lurie 


ognizes  the  fact  that  the  quality  of 
corporate  earnings  (and  the  coun- 
try's financial  strength)  is  not  as  good 
as  it  was  in  the  late  Forties.  Con- 
fidence in  the  survival  of  this  system 
can  be  a  more  important  stock  price 
force  than  the  actual  level  of  indus- 
trial production  or  corporate  earnings. 
History  has  many  examples  of  rising 
stock  markets  in  the  face  of  declining 
earnings.  Meanwhile,  in  terms  of  most 
stock  prices,  the  Dow  is  really  selling 
at  the  equivalent  of  about  500.  This 
has  been  a  new  type  of  bear  market, 
with  the  individual  casualties  having 
occurred  on  a  piecemeal  basis  in  any 
number  of  high-multiple,  previous 
growth  stock  favorites.  The  main  dis- 
parity in  valuations  has  now  been  cor- 
rected and  the  market  as  a  whole  is 
more  in  gear  than  in  a  long  time. 

Look  To  The  Future 

Conventional  Wall  Street  wisdom 
holds  that  the  major  sources  of  de- 
mand will  be  buyers  of  the  same 
growth  stocks  they  so  heavily  favored 
in  the  first  half  of  1973.  Perhaps  some, 
yes,  for  price  is  the  acid  test  of  any 
argument,  and  the  price  in  some  cases 
now  is  "right."  On  an  overall  basis, 
hewever,  I  doubt  it.  Everyone  will  go 
"first  class"  in  terms  of  issue  interest, 
but  the  interest  is  likely  to  be  much 
broader  than  it  was:  The  "one-deci- 
sion stocks"  approach  has  been  proven 
fallacious,  and  pending  legislation 
discourages  past  types  of  selectivity. 
Strategy  can  be  as  important  as  analy- 
sis of  the  overall  scene. 

The  general  feeling  is  that  the  com- 
panies and  industries  that  have  grown 
faster  than  the  economy  as  a  whole 
in  the  last  15  or  20  years  offer  the 
best  areas  for  attention,  that  an 
above-average  past  record  is  almost 
assurance  of  an  above-average  fu- 
ture. But  this  approach,  in  my  opin- 
ion, is  to  some  extent  investing  by 
hindsight,  whereas  securities  owner- 
ship is  a  business  of  the  future.  Fur- 
thermore, as  is  indicated  by  recent 
difficulties  of  the  airline  and  publish- 
ing industries,  by  the  experience  of 
manufacturers  of  such  previously  fast- 
growing  products  as  blenders,  snow 
blowers  and  some  personal  care  items, 
above-average  past  growth  is  no  guar- 
antee of  future  earnings  stability.   ■ 


Readers  Say 


(Continued  from  page  16) 

Subsidized  Competition 

Sir:  Re  Senator  Proxmire's  view  of 
the  free  enterprise  system  and  his  op- 
position to  subsidies  for  Pan  Ameri- 
can Airways  (Aug.  J).  A  majority  of 
foreign  airlines  are  either  owned  or 
subsidized  by  their  respective  govern- 
ments. I  suppose  that  the  landing  fees 
charged  by  foreign  governments  to 
U.S.  flag  carriers  (which  are  two  to 
three  times  more  than  those  assessed 
their  own  airlines)  would  come  un- 
der Mr.  Proxmire's  interpretation  of 
"free  enterprise." 

—Michael  A.  Skaparas 
Braintree,  Mass. 

Prime  Lulu? 

Sir:  Your  statement:  "If  I  were  a 
banker,  I'd  regard  any  borrower  will- 
ing to  pay  two  points  or  more  over 
prime  as  a  dangerous  risk,  or  a  damn 
fool"  (Fact  &  Comment,  Aug.  J )  is  a 
lulu.  A  businessman  must  do  business 
to  stay  in  business.  Should  he  tell  his 
customers,  "I  can't  make  any  money 
serving  you  now,  so  go  elsewhere  as 
I  don't  feel  I  can  pay  those  high  in- 
terest rates"?  The  customer  will  leave 
and  probably  never  return. 

—Carl  W.  Flick 
President, 

Peoples  Savings  &  Investments,  Inc. 
Muskogee,  Okla. 

Sir:   If  additional  borrowed  capital 

helps  a  company  expand  sales  while 

keeping    the    same    net    profit   ratios, 

then  it  is  a  sound  business  transaction. 

—Benjamin  H.  Camprell 

Marketing  Director, 

Walter  E.  Heller  &  Co.  of  Ala. 

Birmingham,  Ala. 

Sir:  I  do  not  consider  myself  either 
a  "dangerous  risk  or  a  damn  fool"— 
but  trapped  in  a  situation  not  of  my 
own  doing.  Perhaps  if  I  had  a  wealthy 
father  who  was  able  to  finance  me,  I 
could  also  hold  myseli  above  the  av- 
erage man  and  write  cute  little  pieces 
in  my  magazine.  Cancel  my  subscrip- 
tion and  refund  the  balance  so  that  I 
can  at  least  apply  this  amount  to  our 
outstanding  bank  loans. 

— W.A.  Weinberger 

President, 

Anchor  Hospital  Supply  Co. 

Bloomfield,  N.J. 

Management  By  Despair? 

Sir:  Re  your  funds  article  (Aug. 
1 ) .  Critics  of  the  index  strategy  who 
argue  that  just  because  it's  tough 
to  beat  the  averages  is  no  reason  not 
to   try   are   closing   their   eyes   to   the 
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A  minimum  off 
%000  could  put 
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money  market. 
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•  Participation  in  a  diversified  portfolio 
of  high-grade  short-term  money  market 
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•  Income  earned  daily,  7  days  a  week 

•  Check-writing  privilege  to  withdraw  funds 
by  redeeming  shares  ($1,000  minimum) 

•  No  minimum  investment  period 

•  No  charge  for  investment 

•  No  charge  for  withdrawal 

•  Minimum  initial  investment  $5,000 

For  further  information 

please  write  or  call  (8  A.M.  to  8  P.M.) 

for  a  free  prospectus 

Call  (800)  225-6190 

or  cal  cottect  (617)726-0*50 

The  Tnisl  seeks  as  high  a  level  of  current  income  as  is  consistent  with  the  conservation  of  capital  and  liquidity  by  investing  in  certain 
money  market  instruments. 


Fidelity  Daily  Income  Trad 
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other  side  of  the  same  argumer 
that  any  attempt  to  beat  the  averag 
opens  up  the  probability  of  disa 
pointing  results.  It  may  be  fun  f 
portfolio  managers  to  try,  but  inv< 
tors  seem  disenchanted  with  their  re 
of  providing  the  stakes  for  the  po 
folio  managers'  zero-sum  games.  T 
"mechanics  of  despair"  tag  you  put  i 
index  funds  more  appropriately  c 
scribes  the  typical  investor's  nevt 
ending  search  for  the  uncommon  ma 
ager  than  it  describes  the  simple  el 
gance  of  the  index  strategy. 

—James  R.  Vert 

Senior  Vice  Preside] 

Wells  Fargo  Ba 

San  Francisco,  Cal 

Not  Much  For  The  Gett(y)ing 

Sir:  Re  Alexander  Cockburn's  coi 
ment  on  "Share  the  Wealth"  (Oth 
Comments,  Aug.  1).  My  close  re' 
rives  and  I  want  our  share  too,  ai 
of  course,  the  same  goes  for  the  ol 
er  199,999,987  people  making  up  o 
present  population  of  200  million.  ( 
a  share-the-wealth  basis,  we  won 
each  get  from  J.  Paul  Getty  t 
munificent  sum  of  $4.61. 

—Alfred  H.  Robins  S 
San  Jose,  Cal 

Higher  Dividend 

Sir:  Our  dividend  return  was  i 
ported  to  be  0.9%  (Fund  Survey,  Ah 
15)  when,  in  fact,  it  is  8.7%. 

—William  A.  Oates  J 

Trust* 

Northeast  Investors  Tn 

Boston,  Ma 

Sih:  The  correct  Latest  12  Monti 
Performance  for  Niagara  Share  Coi 
is  —16.2%,  not  —21%. 

—Harold  Hea' 
Chicago,  1 

Sir:   Due  to  our  error,  your  fuf 
ratings  stated  onr  dividend  return 
5.3%.  The  correct  rate  was  7%. 

—James  M.  Benha 

Preside! 

Capita]  Preservation  Fui 

Palo  Alto,  Cal 

But  A  Boat  Isn't  Free 

Sir:  I  am  incensed  at  Malcol 
Forbes'  comment  to  the  letter  fro 
Mrs.  R.F.  Enghouse  (Headers  Sa 
Aug.  15).  The  whirligig  in  the  chill 
cereal  box  becomes  the  new  boat 
the  man's  garage.  Neither  of  the 
is  necessary  for  happiness.  I'm  gl; 
his  mother  was  not  my  mother  wlu 
/  was  little. 

-AC    MtMi 
Sacramento,  <  id 
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ThOUghtS  . . .  Business  of  Life 


Tin  future  isn't  in  the  job, 
unless  it's  in  the  man. 
Arnold  Glasow 


I  feel  that  the  greatest  reward 
for  doing  is  the  opportunity 
to  do  more. 
Jonas  Salk 


A  jack-of-all-trades 
is  king  of  none. 
P.K.  Thomaj  UN 


We  sow  our  thoughts,  and  we  reap 
our  action;  we  sow  our  actions, 
and  we  reap  our  habits; 
we  sow  our  habits  and  we  reap 
our  characters;  we  sow  our 
characters  and  we  reap  our  destiny. 
Charles  A.  Hall 


Not  doing  more  than  the  average 
is  what  keeps  the  average  down. 
William  Winans 


We  must  dream  of  an  aristocracy 
of  achievement  arising  out  of 
a  democracy  of  opportunity. 
Thomas  Jefferson 


Ideas  must  work  through 
the  brains  and  the  arms  of 
good  and  brave  men,  or  they  are 
no  better  than  dreams. 
Ralph  Waldo  Emerson 


In  the  long  run, 
men  hit  only  what  they  aim  at. 
Therefore,  should  they  fail 
immediately,  they  had  better 
aim  at  something  high. 
Henry  David  Thoreau 


In  order  that  people 

may  be  happy  in  their  work, 

these  three  things  are  needed: 

They  must  be  fit  for  it. 

They  must  not  do  too  much  of  it. 

And  they  must  have 

a  sense  of  success  in  it. 

John  Rusk  in 


Have  faith  that  industry, 
honesty,  fairness  and  perseverance 
will  be  rewarded. 
They  always  have  been. 
William  Feather 


Who  escapes  a  duty,  avoids  a  gain. 
Theodore  Parker 


Whether  we  find  pleasure 
in  our  work,  or  whether  we  find 
it  a  bore,  depends  entirely  upon 
out  mental  attitude  toward  it, 
not  upon  the  task  itself. 
Almost  every  conspicuously 
successful  American  owes  his  rise 
to  having  thrown  himself  heartily 
into  his  work  and  to  having  done 
it  better  than  ordinary. 
Promotion  comes  to  those  who 
demonstrate  that  they  can  do  more 
and  better  work  than  others. 
Look  upon  your  work  as  the  lever 
by  which  you  can  rise  in  the  world. 
To  get  the  best  and  most 
out  of  life,  put  the  best  and  most 
of  yourself  into  it.  Eventually 
each  of  us  gets  the  reward  we  merit. 
R.C.  Forbes 


What  ever  fortune  brings, 
don't  be  afraid  of  doing  things. 
A. A.  Milne 


How  main  years 

must  a  man  do  nothing, 

before  he  can  at  all  know 

what  is  to  be  done 

and  how  to  do  it! 

Goethe 


Where  a  man  does  his  best 
with  only  moderate  powers,  he  will 
have  the  advantage  over 
negligent  superiority. 
Jane  Austen 


Every  duty  brings  its 

peculiar  delight,  ever)  denial  its 

appropriate  compensation, 

every  thought  its  recompense, 

ever>'  cross  its  crown;  pay  goes  with 

performance  as  effect  with  cause. 

Charles  Mildmav 


Particular  pains 
particular  thanks  do  ask. 
Ren  Jonson 


The  ugliest  of  trades 

have  their  moments  of  pleasure. 

If  I  were  a  grave-digger,  or 

even  a  hangman,  there  are  some 

people  I  could  work  for 

with  a  great  deal  of  enjoyment. 

Douglas Jerrold 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text 


Sent  in  l>v  Dean  Cros.swhite,  .loneshoro. 
Tenn.  What'.s  vour  favorite  text'.'  The 
Forbes  Scra|>l>ook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  Benders 

of  texts  useH. 


All    things    are    full    of    labour:    man 
cannot    utter    it:    the    eye    is    not    sat- 
isfied  tilth   seeing,    nor   the   ear  filled 
nith  hearing. 
ECCLESI  vsus  I  :S 
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Pricing  Itself  Out  Of  The  Market? 


010^6    VD 


r  ianp 


±L  AON 


61  1    end    3WV9N  I  "I 


id*     f^tr/su 


ui  future. 


5  year,  $1,100,000,000  Capital  Program 


A.  Acquisition  of  Timberland 1 1  % 

B.  Building  Materials  Fabrication  and  Distribution, 
Manufactured  Housing  and  Kitchen  Cabinets 15% 

C.  Facilities  Maintenance,  Safety,  Environmental  Improvements  23% 


D.  Wood  Products  Manufacturing 

E.  Paper  Manufacturing 

F.  Office  Products  Distribution  and  Pa< 
(Envelopes,  Composite  Cans,  Corru' 


.15% 
.24% 
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:iSE  CASCADE  CORPORATION  1974 


No  businessman  likes  to  talk  very  specifically  in  advertising  about  future 
plans.  Too  much  of  what's  to  come  is  beyond  his  control.  And  yet  we  think  a 
company  that  seeks  to  convince  you  of  its  potential  ought  to  do  so.  So  we've 
decided  to  share  our  long  term  growth  strategies  with  you. 


Strategy  Number  1. 

We  plan  to  concentrate  on  our  two 
basic  businesses— building  materials 
and  paper  products. 

We  plan  to  invest  $1.1  billion  in 
them  over  the  next  5  years  (1974-1978) 
while  concurrently  reducing  our  debt- 
to-equity  ratio  to  0.6:1 .  (It's  presently 
0.7:1 .  We  expect  to  reach  0.6:1  in  1 975.) 

We  plan  to  generate  an  average 
annual  return  on  total  investment  of 
at  least  12%  after  taxes  on  each  project 
within  the  $850  million  we're  using  to 
improve  and  expand  our  businesses. 
(The  remaining  $250  million  are 
being  used  to  keep  our  facilities  well 
maintained,  safe  and  environmentally 
sound.) 

Rationale. 

1 .  We  have  a  good  resource  base. 
Including  joint  ventures,  we  own 

2  million  acres  of  timberland  and  have 
long  term  harvesting  rights  on 
5  million  more. 

2.  Our  resource  is  renewable. 

If  we  manage  our  forests  thoughtfully, 
they'll  supply  us  eternally. 

3.  We're  able  to  add  to  the  value  of 
many  of  our  forest  products  after  they 
leave  our  paper  and  wood  products 

;ills  by  converting  and  distributing 
•  em  directly  to  their  users? 

4.  While  we're  among  the  leaders 
.  .  our  component  businesses,  our 

.urket  shares  are  small  so  there's 
'ftple  room  for  growth. 

Strategy  Number  2. 

We  plan  to  invest  27%  of  our 
ipital  dollars  in  our  converting  and 
.stributing  operations  in  order  to 

maximize  the  earning  power  of  our 

forest-originated  products. 

Rationale. 

1 .  Converting  and  distributing 
operations  offer  very  attractive  returns 

investment.  (By  converting 
>pera*tions,  we  mean  businesses  like 
manufactured  housing  and  composite 

ns  that  convert  lumber  into  single 
ind  multi-family  homes  and  paper 
into  packaging.) 


2.  They  also  offer  excellent 
opportunities  for  expansion. 

3.  Our  converting  operations  have 
a  ready  source  of  supply— our  primary 
manufacturing  operations  (our  paper 
and  wood  products  mills). 

4.  Converting  and  distributing 
operations  are  relatively  less 
susceptible  to  market  fluctuations, 
owing  to  the  range  of  products  and 
diversity  of  demand. 

Strategy  Number  3. 

We  plan  to  divide  our  capital 
investment  about  equally  between  our 
paper  and  building  materials  operations 
in  order  to  maintain  our  relatively 
equal  balance  between  the  two. 

Rationale. 

It's  this  balance  between  building 
materials  and  paper,  together  with  our 
balance  between  manufacturing  forest 
products  and  converting  and  distrib- 
uting them,  that  enables  us  to  cope 
with  the  historical  nemesis  of  forest 
products  companies,  cyclically. 

If  all  this  suggests  to  you  that 
Boise  Cascade  sees  its  future  in  forest- 
related  products,  this  ad  has  done  its 
job.  We've  been  manufacturing, 
converting  and  distributing  them 
profitably  since  Boise  Cascade  was 
first  formed  back  in  1 957.  And  we  intend 
to  continue.  We  know  from  experience, 
money  does  grow  on  trees. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement,  c/o  Boise 
Cascade  Corporation,  Communications 
Dept.,  One  Jefferson  Square,  Boise, 
Idaho  83728.  For  a  more  dispassionate 
view,  call  your  broker. 


Boise  Cascade 
Corporation 


Member  FD I C 


When  the  economy  is  switching  direction, 
managing  your  trust  portfolio  can  be  a  risi 
business.  A  well-thought-out  investment 
strategy  however,  can  reduce  the  hazard. 

Who  can  help  you  develop  that  strategy? 
Irving  Trust  Company 
Where  there's  more  to  banking 
than  just  money 


Irving  Trust    A  Charter 
Company        New  York  Bank 
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When  the  economy  is  switching  direction, 
managing  your  trust  portfolio  can  be  a  risky 
business.  A  well-thought-out  investment 
strategy  however,  can  reduce  the  hazard. 

Who  can  help  you  develop  that 
Irving  Trust  Company 
Where  there's  more  to  banking 
than  just  money 
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_.  i 


Company  Index 

i.SA  Ltd    126 

Jexander  &  Baldwin    99 

.Hied  Chemical  117 

.merican  Electric  Power    34 

T&T    83 

imfac  99 

■mstar  131 

ivon  Prods  7 

labcock  &  Wilcox  130 

lache    134 

tell   II   Howell  89 

lerkey  Photo   89 

toeing     66,  130 

iriggs  &  Stratton   130 

ampbell    Red    Lake   126 

elanese   86 

iticorp     137 

oastal  State*  Gat 57 

ombustion    Engineering   130 

rane  Co  130 

rum  &.   Forster    78 

)aimler-Benz   122 

lean   Witter  134 

Jeutsche  Bank  135 

>iner$    Club     121 

lonaldson,   Lufkin  &  Jenrette  ....  134 

loonfonteint  126 

low  Chemical   117 

)reyfus  Leverage  Fund    28 

E.I.   du   Pont  89.  117 

Juke   Power   34 

Durban    Roodepoort    Deeps   126 

"-Systems    63 

Eastman    Kodak   7.  20.  83,  89.  92 

iastmet    130 

ismark     131 

■Exxon    89 

airchild    Inds   66 

first  Federal  of  Lincoln    118 

rirst    Mississippi    131 

iFreemont  National  Bank    29 

SAF   Corp   89 

Seneral    Electric                    32,  66.  130 

Goodyear  Tire  &  Rubber    10 

Grand    Union                       103 

Gulf  &   Western     99 

i.E.    Heath  78 

Hercules  Inc  117 

Hoffman   Electronics  66 

Holly    Sugar    131 

Homestake  Mining  126 

f.F.    Hutton    134 

1NA  Corp  78 

Illinois  Tool  Works  31? 

insilco     115 


IBM 


83 


? 


International    Investors    Fund    122 

International    Minerals   130.  131 

Ito  Yokado  Co,  Ltd         104 

Jewel  Cos 103 

Karstadt  135 

Kerr-McGee    130 

Leeds  Deegan  |2| 
Lincoln  Nat'l  Direct  Placement 

Fund  137 

Lloyd's  of   London   77 

McDonald's    28 

McDonnell    Douglas   63 

Matson  Navigation   99 

Maytag    32 

Merrill  Lynch                      134 

Middle   South    Utilities  57 

Miles    Homes                                IIS 

Modiano    Research    i.    Consulting  100 

Monsanto                    20,  131 

National  Convenience  Stores  103 

Northwestern    Mutual    Life  137 

Paine.   Webber  134 

Pavelle    89 

Peat.   Marwick  Mitchell  A.  Co  117 

Pennzoil    54,  57 

Pittston   Co   34 

Polaroid  20,  83.  96 

Potomac   Electric        «           120 

RCA                                       66 

ftanfonteins                «.         126 

Raytheon                     66 

Reynolds  Industries  20.  130 

Reynolds  Securities  Inc 134 

Shearson  Hammill  27 

Siemens    AG    135 

Singer  Co     74 

Sony  122 

Southern  Natural  Gas    57 

Southland   Corp                     103 

Standard  Oil   (Ind.)   58 

Sunshine    Mining   126 

Systems  Research  120 

TJD    Management  Services  121 

TRW  66 

Tasker   Inds  66 

Tenneco  29 

Texas  Eastern  57 

Texas   Gas  57 

Texas    Instruments  74 

Todd   Shipyards  63 

United    Gas   Pipe   Line  54 

Van   Eck   Management  122 

Whirlpool  32 

White.   Weld  27 

The  Williams  Cos  131 

Xerox  86 


:ORBES,   SEPTEMBER    15,    1974 


Forbes  contents 

September  15, 1974,  Volume  114,  Number  6 


Features 

27    The  Short  Sellers 

If  this  is  bear  heaven,  then  where  are  all  the  bears? 
29    A  Hollow  Harvest 

Farm  debt  is  rising  even  faster  than  farm  prices. 

31  U.S.  Government  Stockpiles 

Rebuild  our  depleted  stockpiles,  say  mining  men.  Should  we? 

32  Maytag 

Build  it  simple.  Build  it  to  last.  Then  charge  a  premium  price. 
32     Illinois  Tool 

Who  could  earn  20%  on  capital  making  nuts  and  bolts?  Silas  Cathcart,  that's  who. 
34    Pittston 

"Coal  is  king  again,"  says  Joe  Routh.  But  miners  read  income  statements,  too. 
37    The  Squeeze  On  Education 

Many  fine  colleges  are  going  broke.  Do  Americans  care? 
54     Pennzoil 

Is  that  any  way  to  treat  the  nation's  largest  pipeline? 
58    Should  U.S.-Owned  Tankers  Fly  Old  Glory? 

If  they  do,  it  won't  be  the  consumer  who  benefits. 
63     The  Numbers  Game 

Why  Uncle  Sam  had  to  put  on  the  green  eyeshade. 
66     Wasteful  Weapons  Development 

"The  Army  is  cognizant  of  its  historic  failures,"  says  a  two-volume  report. 
71     Fixed-Income  Securities 

Which  bonds  do  you  buy?  A  primer  for  the  uninitiated. 
74    Singer 

The  Kircher  offensive  fails  on  all  four  fronts. 
77     Lloyd's  Of  London 

For  just  $48,000  down  you  can  be  a  member  of  the  club. 
83     Eastman  Kodak 

A  much  tougher  tomorrow  for  a  great  growth  company. 
99     Alexander  &  Baldwin 

Lots  of  cash.  Lots  of  would-be  suitors.  And  not  much  time. 
100     The  Indian  Silver  Hoard 

Why  it  won't  be  dumped  on  the  market. 
103     Southland 

You  can  only  stretch  a  shoestring  so  far. 
106     As  I  See  It 

A  chat  with  Professor  Charles  Adams  of  McGill  on  how  to  deal  with  the  Arabs. 
115     Insilco 

A  man's  reach  should  exceed  his  grasp— but  not  his  bank  account. 
122     The  Funds 

"It  can'Ljast  forever,"  says  van  Eck  of  gold-booming  International  Investors. 


Faces  Behind  The 

117     Irving  Shapiro 

(E.I.  du  Pont) 

117  Joseph  P.  Cummings 

(Peat,  Marwick) 

118  John  Dean 

(First  Federal) 


Figures 

118     Louis  Lundborg 

(Banker) 
120     James  Farmer 

(Systems  Research) 
120     W.  Reid  Thompson 

(Potomac  Electric) 


121     Geoffrey  Leeds 

Thomas  J.  Deegan  Jr. 

(Leeds  Deegan) 


Finance 

129     Market  Comment 

L.O. Hooper 
131     Stock  Comments 

Heinz  H.  B.el 


132     Technician's  Perspective 

John  W.  Schulz 
134     Wall  Street  View 

Robert  Stovall 


135     Overseas  Commentary 

Walter  Oechsle 


Regular  Departments 

7     Side  Lines  15     Readers  Say 

10     Trends  &  Tangents  19     Fact  &  Comment 


129 
138 


Forbes  Index 
Thoughts 


PHOTO  AND  ART  CREDITS:  Culver  Pictures,  27  background  and  95  right;  UPI,  28  and  40;  Clarence  Ver 
Steeg,  29  top;  Donnie  Johnston,  29  bottom  left;  Rich  Rader,  29  bottom  right;  Dick  Pietrzyk/FPG,  32 
bottom;  Gene  Tashoff/FPG,  33  top;  Lee  Johnson,  34;  Stanley  Seligson/New  School,  37  second  from 
bottom  right;  Lawrence  Fink/New  School,  37  bottom  left;  Paul  Seligman/New  School,  37  all  others; 
Northwood  Institute,  45;  San  Francisco  Examiner,  46  top;  David  Brody,  46  bottom;  Dan  Dry,  52;  Henry 
Martin,  54  and  63;  Ed  Nowack/FPG,  58  background;  Requena/FPG,  58  foreground; 
Pete  DiGeorge,  74  and  86;  Bettmann  Archive,  77  and  83;  Information  Services  of 
India,  100  top;  Al  Francekevich,  106;  David  Bier,  110;  Dick  Hanley,  117  bottom; 
George  Knight,  118  bottom;  Richard  Hewitt,  120  top;  John  Ehrenclou,  122.  Draw- 
ing 66  copyrighted  1944  by  United  Features  Syndicate,  Inc.  Reproduced  by  cour- 
tesy of  Bill  Mauldin.  COVER:  John  Gajda/Alpha  Photo 

FORBES  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  NY. 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscription  $12  one  year  U.S.A.  Copyright  ©  1974  Forbes  Inc. 


Forbes 


«»*/<**» 

£„,»«—. 

. 

- 

.    k  - 

' 

- 

* 

ft 

•j      4    ' 

! 

. 

\. 

t      >, 

1 

1  'Offshore  drilling  is  our 
best  source  of  new  oil ' ' 


"Maybe  so,  but  it's  not  worth 

polluting  our  beaches. 
One  Santa  Barbara  is  enough. 


"Butthechanc 
of  a  serious  o 
spUl  is  Jess 
than  one 
in  a  thousanc 


OFFSHORE  DRILLING: 

BLIGHT  OR  BONANZA?    Off  our  shores  may  be  enough  oil  and  gas  to  take  care  of  an  irr 
tant  part  of  America's  petroleum  needs  for  many  years  to  come. 

Conoco  believes  we  should  be  developing  that  resource  full  speed. 

But  our  governments— federal  and  state— are  holding  up  exploration  in  some  areas  because  of  con 
for  the  environment.  And  where  governments  are  ready  to  move  they  are  frequently  stopped  by  law; 
brought  by  environmental  groups. 

Here  are  the  facts: 

Of  18,000  wells  drilled  off  our  shores,  only  four  resulted  in  oil  spills  of  any  consequence. 

Technology  has  improved,  and  the  risks  of  spills  are  less  than  ever. 

Oil  companies  currently  hold  leases  on  about  three  percent  of  America's  offshore  continental  s 
much  of  it  in  the  Gulf  of  Mexico.  From  these  offshore  areas  we  are  now  getting  about  18  percer 


"I  wish  I  knew 
what  to  believe. 


\       domestic  oil  production. 

I     It  usually  takes  millions  of  dollars  to  explore  one  offehore  site;  and,  if  successful,  from  two  to  seven  years 
to  bring  an  established  field  into  full  production. 

noco  believes  that  the  environmental  risks  are  now  so  well  in  hand  that  the  industry  should  be  allowed  to 
p  up  its  search  for  offshore  oil.  This  is  one  of  the  best  ways  we  have  to  help  reach  America's  goal  of  near  self- 
ficiency  in  energy. 

'ou'd  like  to  be  more  informed  on  both  the  pros  and  the  cons,  write  Conoco  and  we'll  send  you  the  following 
iterial:  a  booklet  explaining  and  supporting  offshore  drilling  published  by  the  American  Petroleum  Institute; 
d  a  report  of  an  offehore  drilling  conference  debating  both  sides  of  the  issue,  sponsored  by  the  New  York 
:ean  Science  Laboratory. 

rite  Conoco,  Dept.  B65,  GPO  Box  29,  New  York,  New  York  10001. 


Continental  Oil  Company  (COOOCOJ 


If  you  want  to 
go  home  tonight  with  your 
head  up  instead  of  down, 
America's  Walter  Smiths 
can  help. 


Walter  Smith  understands  the 
problems  and  the  pressures  that 
discourage  some  people  today,  but  he 
doesn't  think  other  generations  had     y^ 
things  any  easier.  "Sure,  when  we 
build  a  dam  today  we've  got  to  factor 
in  a  hundred  things  we  never  thought 
of  a  few  years  ago.  And  we  could  say 
its  too  much  for  us.  But  it  really  isn't, 
because  we're  doing  it.  And  as 
corporations,  we're  also  listening 
better,  relating  better  to  people, 
reacting  faster.  If  we  just  pass  along 
to  our  kids  the  sure  success  formula 
of 'good  people  and  honesty!  they'll 
outdo  us!' 

As  the  man  in  charge  of  equip- 
ment for  one  of  the  country's  leading 
contractors.  Blythe  Brothers  Co.,  Inc.. 
Charlotte.  N.C..  Walter  Smith  makes 
our  job  tougher  at  White.  And  easier. 
Tougher  because  he  tells  us  if  our 
Euclid  off-highway  haulers  can't 
squeeze  out  more  work  than  others, 
he'll  have  to  switch.  Easier  because  the 
critical  fields  of  energy,  agriculture, 
and  transportation  in  which  we  work 
at  White  let  us  watch  a  number  of 
Walter  Smiths.  And  it  makes  our  work 
a  whole  lot  easier  knowing  the  real 
strength  of  this  country  is  so  spread 
out  among  so  many  good  people. 

At  White  we  know.,, 
when  yon  believe  in 
what  you're  doing, 
you  do  it  better. 


mm 
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Side  Lines 


Photos,  Farmers  And  Philosophers 

However  good  they  may  be  at  higher  mathematics,  the  men  who  administer 
our  senior  educational  institutions  are  not  especially  good  at  ordinary  cost 
accounting.  That's  the  conclusion  Senior  Editor  James  Cook  drew  after  weeks 
of  talking  with  college  and  university  administrators  for  his  article  "The 
Coming  Shakeout  in  Higher  Education"  (p.  37).  In  keeping  with  Forbes' 
bottom-line  orientation,  the  editors  decided  to  accompany  the  article  with 
a  statistical  table  comparing,  among  other  things,  the  costs  of  instruction  at 
various  colleges  and  universities.  A  battery  of  four  researchers  went  to  work 
on  the  project.  They  found  that  the  schools  were  very  interested  in  what  we 
were  doing  and  mostly  willing  to  cooperate.  But  when  we  asked  for  the  com- 
parative information  on  instructional  costs,  the  most  frequent  reaction  was, 
"Oh,  you  can't  do  that!"  Finally,  Forbes  located  a  computer  in  Santa  Monica, 
Calif,  that  contained  most  of  the  information  we  needed.  An  assistant  pro- 
fessor at  the  University  of  California  Davis  campus,  Daryl  Carlson,  has  access 
to  a  terminal  into  the  computer.  With  Carlson's  help,  we  got  the  figures 
we  wanted.  Even  then,  a  good  number  of  schools  still  insisted  that  the 
figures  weren't  meaningful,  because  no  two  schools  are  alike.  Maybe,  but 
that's  what  businessmen  used  to  say  when  we  first  started  comparing  cor- 
porate performances  through  the  use  of  statistics. 

Researcher-Reporter  Phyllis  Berman  says  she  felt  as  if  she  were  going  home 
again  when  we  sent  her  to  Dodge  County,  Neb.  to  interview  working  farm- 
ers for  the  article  on  farm  debt  ("Farmers  In  Hock,"  p.  29).  Berman  was 
raised  on  a  dairy  farm  in  Okeechobee,  Fla.  She  vividly  remembers  when  di- 
saster struck  her  family  because  her  father's  herd  had  to  be  destroyed  when 
tuberculosis  was  discovered  in  some  of  the  cows.  "Farming,"  Berman 
says,  "was  a  family  business  then  and  it  still  is.  When  I  interviewed  the 
Nebraska  farmers,  the  whole  family  would  stand  around  and  chime  in." 
We  chose  Dodge  County  for  our  interviews  because  it  has  the  most  varied 
agriculture  of  any  single  county  in  the  nation:  dairy,  cattle-feeding,  corn, 
soybeans  and  hogs. 

Last  summer,  Forbes  assigned  Staff  Writer  Subrata  Chakravarty  to 
find  out  what  made  Avon  Products  worth  58  times  earnings  ("Is  Its  Beauty 
Only  Skin-Deep?"  Forbes,  July  1,  1973).  Ignoring  the  cliches  about  superla- 
tive management,  image  and  endless  growth,  Chakravarty  took  a  hard  look 
at  the  realities  of  peddling  rouge  and  lipstick  door-to-door.  His  conclusion: 
".  .  .  Avon  is  well  into  middle  age  .  .  .  the  bulges  and  sags  are  beginning  to 
show  .  .  .  one  day  [Avon's  admirers]  will  wake  up  and  face  the  inescapable 
facts.  If  any  number  tries  facing  them  at  the  same  time,  the  rush  out  of  the 
stock  could  easily  become  a  stampede."  At  that  time  Avon  was  selling  at  over 
130.  Recently,  need  we  say,  it  sold  at  23,  about  ten  times  earnings. 

This  summer  we  asked  Chakravarty  to  take  a  look  at  another  famous 
growth  company,  Eastman  Kodak.  Chakravarty  looked  as  thoroughly  at  Ko- 
dak as  he  had  at  Avon.  His  findings  are  reported  in  "The  Blurry  Picture  At 
Eastman  Kodak"  (p.  83).* 


The  Austin 
Method: 

a  remarkably  efficient 

discipline  that 

improves  return  on 

facility  investment 


Time  is  frequently  associated 
with  money. 

That  association  is  especially 
relevant  if  you're  planning  a 
new  facility.  For  the  sooner 
your  new  facility  ison- 
stream  and  productive,  the 
sooner  your  cash  flow 
begins. 

At  Austin,  we  know  this. 
But  our  method  is  more 
than  a  discipline  to  com- 
plete your  facility  at  a 
predetermined  time.  It's 
also  a  method  for  holding 
construction  costs  to  a 
predetermined  budget. 

The  Austin  Method 
assumes  a  single  responsibility  for 
the  study,  design,  engineering  and 
construction  of  any  new  facility. 

The  advantages  are  these: 

The  cost  estimate  in  the 
design  stage  becomes  a  budget 
that  Austin  controls  in  the  con- 
struction stage.  The  determined 
time  schedule  becomes  the  con- 
struction schedule.  It  is  control- 


CONSTRUCTION 
BEGINS 


PLANT 
ON-STREAM 


led  by  one  consultant,  Austin,  not 
several.  And  controlling  time 
means  avoiding  the  costly  delays 
which  not  only  add  up  construc- 
tion costs,  but  drag  out  start-up 
date. 

And  besides  controlling  con- 
struction costs,  Austin  engineers 
can  help  control  production  costs. 


If  requested,  Austin  plan- 
ners, designers  and  engi- 
neers will  work  directly  wit 
your  people  to  determine 
the  optimum  production 
solutions.  When  desired, 
Austin  people  can  perform 
economic  analysis  of  manj 
factors  from  site  location, 
to  assembly  techniques,  tc 
evaluation  of  available 
production  equipment. 

So,  whether  you  need  a 
facility  such  as  chemical 
processing,  banking,  broa< 
casting,  pulp  and  paper, 
metalworking,  or  food 
processing,  The  Austin 
Method  will  deliver  it. 

The  Austin  Method  is  a  disci- 
pline that  can  improve  your  return 
on  investment,  and  put  your  facil- 
ity on-stream,  on-time  and  on- 
budget.  It's  a  capital  idea  worth 
considering. 

For  further  details,  write 
The  Austin  Company,  Cleveland, 
Ohio  44121. 


THE  AUSTIN  METHOD 

A  CAPITAL  IDEA 


Hying  Tiger  Corp.has  outgrown  its  name. 


flGER  INTERNATIONAL 


(TGR) 


the  reason  behind  our  name  change 
p  a  simple  one:  international  growth 

We  are  the  holding  company 
or  two  organizations  that  have 
>ecome  major  international  forces:  Flying  Tiger  Line  and 
'iger  Leasing  Group.  Each  is  in  a  growth  field.  And  each 
s  growing  even  faster  than  its  field. 

Tiger  Leasing  Group  is  one  of  the  fastest  growing 
easing  systems  in  the  world.  It's  actually  nine  companies 
landed  together  to  provide  world-wide  resources  and  a 
bmbination  of  modern  leasing  techniques.  It's  expanding 


i 

FLYING 
TIGER  UNE 

TIGER 
LEASING  GROUP 

rapidly  here  and  in  Europe,  Canada, 
Latin  America  and  Asia. 

Flying  Tiger  Line  has  become 
the  world's  leading  scheduled  air- 
freight carrier.  The  pacesetter  in  the  industry,  it  serves  key 
cities  in  the  U.S.  and  links  this  country  with  growing 
commercial  centers  in  Asia. 

International  leasing  and  airfreight.  That's  Tiger 
International:  the  new  tiger  on  Wall  Street. 

Tiger  International,  7401  World  Way  West, 
Los  Angeles,  California  90009. 


Ngedw/Ster? 
"Tap 
Frisco. 


We  have  some  great  big-water 
sites  to  show  you  ...  on  or 
near  rivers  in  nine  states. 
Chances  are,  there  are  a  number 
that  will  meet  your  plant  location 
needs  perfectly.  They'll  meet 
your  shipping  needs,  too, 
because  they're  all  on  Frisco's 
freight  routes. 

FOR   INFORMATION  about  our  many 
water  sites  write  us  on  your  letterhead 
in  complete  confidence  and  without 
obligation.  Please  state  your  specific 
needs  in  as  much  detail  as  possible. 

N.  A.  KIRCHOFF 

Vice  President, 

Industrial  Development 

St.  Louis-San  Francisco  Railway  Co. 

923J    Frisco  Bldg. 

St.  Louis,  Mo.  63101 

or  call  (314)  241-7800 


Trends  &Tangents 


Foreign 


Pill  Panic 

Zero  population  growth  has  caught 
on  big  in  Australia— too  big,  some 
planners  believe.  The  birthrate  (the 
country's  13  million  people  inhabit  arf 
area  nearly  as  big  as  the  continental 
U.S.)  is  down  one-third  in  the  past 
12  months.  Projections  are  for  an  even 
steeper  decline  ahead,  which  would 
put  the  level  at  its  lowest  since  World 
War  II.  The  federal  government  as 
well  as  private  sources  have  spent 
millions  on  distributing  The  Pill. 

Instant  Notification 

Moving  ever  closer  to  the  age  of 
truly  instant  information  at  practical- 
ly everyone's  fingertips,  Britain's  BBC 
plans  to  introduce  a  system  which  at 
the  push  of  a  button  will  print  out 
the  latest  news  on  a  home  television 
screen.  The  system,  named  CEEFAX, 
calls  for  a  $150  TV  set  adjustment. 
The  viewer  gets  a  whole  dashboard 
of  buttons  from  which  to  choose  a 
variety  of  instant  data:  news,  sports, 
weather,  traffic  conditions  or  finance. 
The  user  can  interrupt  normal  broad- 
casting at  any  time  for  as  long  as  it 
takes  to  read  the  ever-ready  news:  It 
only  takes  24  seconds  for  electronic 
impulses  to  "print"  each  "page"  of 
facts  on  the  screen. 


Business 


ST.   LOUIS-SAN    FRANCISCO    RAILWAY    CO. 


Borrow  Now,  Pay  . . .? 

With  the  interest  rate  on  personal 
loans  at  12%,  more  and  more  holders 
of  life  insurance  policies  are  borrow- 
ing against  their  policies,  leaving  in- 
surers with  less  available  for  invest- 
ment. Policy  loans,  by  law,  have  in- 
terest rates  between  5%  and  6%,  and  a 
borrower  can  borrow  at  will  up  to  the 
cash  value  of  the  policy.  The  latest 
monthly  report  of  the  American  Life 
Insurance  Association  shows  that  new 
loans  through  July  1974  are  at  an 
alltime  high,  up  26%  from  the  same 
period  in  1973.  And  borrowers  aren't 
hurrying  to  repay  the  loans  either. 
The  net  increase  in  loans  this  year 
(new  loans  minus  repayments)  is  60% 
ahead  of  1793. 

Black  Gold 

The  high  price  of  gold  has  not  set 
off  a  new  gold  rush  in  California  be- 
cause the  real  estate  on  the  surface  is 
more  valuable  than  the  metal  under- 
neath. The  California  Division  of 
Mines  reports  that  houses  now  occupy 
main  of  the  former  mother-lode  mine 


sites.  Other  gold-mining  areas  are  now 
recreation  sites  not  open  to  mining. 
But  weekend  prospectors  are  still  oc- 
casionally successful  enough  to  stir 
up  excitement.  Last  fall  a  scuba  diver 
brought  up  a  $22,500  nugget  from 
the  Yuba  River. 

Fish-House  Story 

What  can  you  do  with  old  tires? 
Well,  says  Goodyear,  if  you  don't 
want  to  make  swings  of  them  you  can 
turn  them  into  fish  houses,  artificial 
reefs  made  of  perforated  tires  banded 
into  modules.  The  reefs  have  been 
tested  in  both  salt  water  and  fresh 
water  fishing  spots,  and  attract  a  va- 
riety of  fish  seeking  food  and  safety. 
Unlike  other  discarded  material  used 
for  fish  shelters,  tires  are  indestructi- 
ble, inexpensive,  easy  to  handle  and 
nonpolluting. 

First  Things  First 

If  a  new  fuel  crunch  comes,  the 
Federal  Energy  Administration  will 
guarantee  tobacco  farmers  100%  of 
their  gasoline  needs.  They'll  get  pri- 
ority over  all  other  manufacturers  as 
well  as  ambulances  and  police  cars. 
Under  FEA  rules  farming  and  nation- 
al defense  get  top  priority— with  no 
distinction  made  between  fanners  who 
grow  food  and  those  who  grow 
tobacco.   ■ 


r 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
□  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826       I 
J 
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FORBES,   SEPTEMBER    15,    1974 


The  battleground:  the  Detroit 
regional  office  of  the  American  Ar- 
bitration Association. 

The  battle:  keeping  the  lines  of  com- 
munication wide  open  and  clear  while 
holding  back  a  growing  onslaught  of  bulg- 
ing mail  bags.  Unfortunately  the  mail  bags 
were  gaining  ground  at  a  rate  of  10%  per 
year. 

Until  last  year.  When  the  American  Arbitration  Associa- 
tion turned  the  tide  in  their  favor  by  installing  a  Sperry 
Remington  Word  Processor,  Model  MT  200.  And  won 
the  battle  of  the  bulge  in  one  bold  and  brilliant 
maneuver. 

Typists  who  had  previously  prepared  only  15  form 
letters  per  day  are  now  producing  35  pieces  of  orig- 


The  battle 

of  the  Bulge 
is  over  in 
Detroit. 


inally  typewritten,  personalized  cor- 
respondence. And,  because  as  many 
as  30  letters  can  be  stored  on  one 
cassette,  time  and  confusion  ...  as  well  as 
communication  hold-ups  .  .  .  are  cut  to  a 
minimum. 

But  most  important  is  the  new  flexibility. 
Deviations  from  the  stored  material  are 
simply  done  by  playing  back  a  word,  line 
or  paragraph  at  a  time,  typing  in  the  revisions  and 
allowing  the  machine  to  continue  automatically,  even 
adjusting  its  own  margins  and  indents  to  account  for 
line  changes. 

Win  the  battle  of  the  bulge  in  your  off  ice.  By  calling  your 
nearest  Sperry  Remington  office.  Or  by  using  the 
coupon  below. 


.Word  processing.  We  uncomplicate  it. 


Sperry  Remington  F9154 

Office  Machines.  Dept.  100 

P.O.  Box  1000.  Blue  Bell.  Pa.  19422 

Please  send  me  information  on  this  exciting  use  of  the 
Sperry  Remington  Word  Processor. 

Name 


Title 


Company 

Address 

City 


State- 


Zip 


rJL 


SFER^V^>REAAINGTON 


OFFICE  SYSTEMS  AND  MACHINES 


SPERRY  REMINGTON  IS  A  (DIVISION  OF  SPERRY  RANO  CORPORATION 


Learn  the  skills  and  techniques  of  profitable 
investing  and  money  management 

The  first  home  study  course  of  its  kind  to  teach  the  skills  and  techniques  of  profitable  investing. 


Do  you  think  successful  investing  is  only 
for  the  rich  ?  Well,  if  you  do,  the  first 
lesson  in  this  unique  course  will  con- 
vince you  that  you're  wrong!  No  matter 
what  your  age,  assets  or  salary  —  as 
long  as  you  have  a  regular  income  you 
can  improve  your  financial  outlook 
dramatically  with  a  sound,  properly- 
managed  investment  plan.  The  SUC- 
CESSFUL INVESTING  &  MONEY 
MANAGEMENT  course  will  show 
you  how. 

You'll  learn  the  techniques  of  profitable 
investing  from  the  experts.  More  than 
three  years  in  the  planning,  SUCCESS- 
FUL INVESTING  &  MONEY  MAN- 
AGEMENT is  a  practical  home  study 
program  designed  expressly  for  the  in- 
dividual investor.  It  is  the  result  of  the 
combined    efforts    of   some    of    North 


America's  leading  financial  and  invest- 
ment talent,  headed  by  an  Advisory 
Board  of  prominent  business  leaders. 
Their  combined  knowledge  and  expertise 
has  been  brought  together  under  the  di- 
rection of  a  highly-qualified  educator  to 
insure  that  the  SUCCESSFUL  IN- 
VESTING &  MONEY  MANAGE- 
MENT course  is  practical  and,  above  all, 
educationally  sound. 

Lesson  by  lesson,  you'll  learn:  the 
pros  and  cons  of  real  estate,  one  of  to- 
day's most  profitable  investments  •  how 
to  select  and  purchase  common  shares 
and  preferred  shares  •  how  to  set  your 
personal  objectives  and  plan  your  in- 
vestment program  •  how  to  assess  your 
financial  worth  .  the  different  avenues  of 
investment  open  to  you  •  how  to  obtain 
investment  funds  .  how  to  borrow  .  how 


to  implement  your  investment  program 
.  how  to  select  potentially  profitable 
stocks,  warrants  and  rights,  bonds  and 
debentures  •  how  to  choose  a  stock- 
broker •  mortgages  and  their  excellent 
profit  opportunities  .  life  insurance  • 
pension  plans  and  retirement  savings 
plans  •  taxes  and  tax  laws  •  how  to 
read  and  interpret  financial  statements 
and  annual  reports  .  how  to  evaluate 
your  own  investment  performance,  and 
much  more. 


Work  at  your  own  pace 

Each  well-organized  lesson  takes  an 
average  of  3  to  4  hours  to  complete. 
However,  since  there  is  no  classroom 
pressure,  you  can  spend  as  little  or  as 
much  time  as  you  like  on  each  lesson. 


learn  the  secrets  of  successful  investing  in  20  EASY-TO-FOLLOW  lessons! 

Each  lesson  includes  a  short  introduction,  brief  outline  of  subjects,  detailed  text  with  everyday  examples,  problems  for  you  to  solve  and 
solutions  so  you  can  evaluate  your  own  progress.  Worksheets  allow  you  to  practice  and  develop  your  own  portfolio  as  you  go  along. 


1.  INTRODUCTION  —  A  look  at  the  overall 
investment  process  and  what  a  successful  in- 
vestment program  can  do  for  you.  Setting  your 
own  investment  objectives  —  risks  and  returns  —  the 
investment  process  —  designing  your  portfolio  — 
sources  of  investment  information  and  understanding 
it  —  your  investment  dealer  —  your  time  involvement. 

2.  ASSESSING  YOUR  PERSONAL  WORTH  — 
How  to  evaluate  your  personal  assets  and 
financial  position  before  starting  up  an  in- 
vestment program.  Setting  up  your  personal 
balance  sheet  —  analyzing  your  present  income  — 
expenses  and  budgeting  —  planning  ahead. 

3.  AVENUES  OF  INVESTMENT  —  The  major 
forms  of  investment  are  introduced  and  ex- 
plained to  show  how  they  can  work  for  you. 
Investment  objectives  —  common  shares  —  preferred 
shares  —  mutual  funds  —  bonds  —  real  estate  — 
mortgages  —  pensions  —  insurance 

4.  SOURCES  OF  MONEY  —  How  you  can 
obtain  funds  for  investing,  apart  from  your 
regular  income.  The  cost  of  borrowing  —  how  to 
borrow  at  the  lowest  rate  —  where  to  borrow  —  why  — 
buying   securities  on   credit   —   property   mortgages 

—  borrowing  on  life  insurance  policies  —  renting  vs 
buying  as  a  source  of  funds,  etc. 

5.  FURTHER  INVESTMENT  CONCEPTS  —  A 
realistic  look  at  all  investment  possibilities  and 
what  they  may  cost  you.  The  risk  and  returns 
possible  in  all  investments  —  marketability  —  timing 

—  diversification  —  leverage  —  income  taxes. 

6.  PLANNING  YOUR  INVESTMENT  PORTFOLIO 

—  How  to  plan  your  own  portfolio  for  now  and 


the  future  using  the  information  learned  from 
previous  lessons.  Projecting  your  family  money 
plan  two  years  ahead  —  how  to  decide  on  your  type 
of  portfolio  —  your  goals  and  how  to  achieve  them. 

7.  SECURITIES  —  An  in-depth  study  of  stocks 
and  bonds  and  how  they  may  fit  in  with  your 
investment  plans.  All  aspects  of  securities  manage- 
ment —  how  to  obtain  information  and  evaluate  it  - 
risks  involved  —  potential  profits  —  securities  avail- 
able —  determining  what  are  good  opportunities. 

8.  COMMON  STOCKS  —  A  complete  study  of 
common  stocks  and  how  to  evaluate  them  for 
your  benefit.  What  you  need  to  invest  —  market 
cycles  —  technical  analysis  of  stocks  —  sources  of 
information  —  the  economy  and  the  market  -  under- 
standing government  economic  policy  to  forecast 
future  profits. 

9.  MUTUAL  FUNDS  —  A  clear  understanding 
of  this  type  of  investment,  its  advantages  and 
limitations.  Why  you  should  consider  mutual  funds 

—  sources  of  information  —  types  of  funds  —  tax 
facts  —  ways  of  buying  and  selling. 

10.  PREFERRED  STOCKS.  CONVERTIBLE 
PREFERRED,  CONVERTIBLE  DEBENTURES. 
WARRANTS  AND  RIGHTS  —  How  each  type 
can  be  used  to  advantage  in  your  portfolio. 
Sources  of  information  —  what  you  need  to  know  and 
why  —  evaluating  and  trading  —  dilution  of  earnings. 

11.  BONDS  AND  DEBENTURES  —  Know  how 
debt  securities  differ  from  equity  investments 
and  why  they  should  be  considered.  Why  bonds  ? 

—  evaluation  of  the  right  type  of  bonds  for  you  —  in- 
formation sources  —  when  to  buy  and  sell  —  how  to 
buy  and  sell  —  their  place  in  your  portfolio. 


12.  CHOOSING  YOUR  STOCKBROKER  —  Buy- 
ing and  obtaining  good  service  from  the  sales- 
man of  a  stock  brokerage  firm.  What  to  expect 
from  your  broker  —  fees  and  conditions  —  complica- 
tions, conflicts  and  how  to  handle  them  —  other  bro- 
kerage services  —  portfolio  managers  —  government 
regulatory  bodies  —  rules  and  regulations. 

13.  LIFE  INSURANCE  A  full  explanation  of 
life  insurance  in  all  its  facets,  and  how  to  deter- 
mine if  you  need  it.  and  how  much.  How  to  read 

the  fine  print  -  how  to  deal  with  insurance  agents  on 
your  terms  —  how  it  fits  into  your  budget  —  insurance 
as  an  investment  —   borrowing  on  your  policy. 

14.  MORTGAGES  The  mortgage  as  a  legal 
contract  for  investment,  the  profits  and  risks 
involved.  Different  types  of  mortgages  —  under- 
standing mortgages  —  the  basic  mathematics  — 
information  sources  -  rights  of  the  borrower  and 
lender  —  who  should  invest  —  how  to  invest  — 
mortgage  evaluation. 

15.  REAL  ESTATE  1  —  The  advantages  and  dis- 
advantages of  investing  in  the  various  types  of 
real  estate,  and  how  it  can  work  for  you.  Land 
the  buying  processes  —  regulations  and  by  law. 
purchase  comparisons  —  capital  concepts  de- 
preciation and  taxation  concepts  —  amortization  — • 
financing  considerations  —  leverage  —  mortgaging  out. 


16.  REAL  ESTATE  2  -  Income  properties  as  a. 
profitable   part   of   your   investment   portfolio. 

Expected  yield  —  operating  costs  -  mvestmont 
trusts  —  looking  at  homes,  land  develbpmiTit, 
specialty  properties,  the  land  development  game. 


YOU  ARE  UNDER  NO  OBLIGATION  TO  COMPLETE  THE   ENTIRE  COURSE 

you  may  withdraw  at  any  time  and  the  baiance  owing  to  you  will  be  refunded.  You  pay  only  for  lessons  received. 


PENSION  PLANS  —  One  of  the  best  ways 
save  for  your  future.  Different  plans  available 
electing  the  right  one  —  retirement  and  disability 
refits  —  where  to  buy  —  information  sources. 

TAXES  —  Keeping  your  taxes  to  a  minimum. 

I  many  facets  of  income  tax  —  how  taxes  affect 
ir  profits  on  investments  —  legal  maneuvers  to 
ximize  your  after-tax  income  —  gifting  and  estate 
3S  —  capital  gains  taxes. 

FINANCIAL  STATEMENTS  —  Using  actual 
ancial  statements  to  understand  and  analyze 
sm.  Statements,  the  barometer  of  health  of  a 
npany  —  balance  sheets  —  income  statements  — 
ement  of  retained  earnings  —  interpreting  key 
os  —  accounting  methods  —  management  quality. 

EVALUATING  YOUR  INVESTMENT  PER- 
RMANCE  AND  TAKING  CORRECTIVE  AC- 
)N  —  How  to  keep  on  top  of  your  investments 
1  manage  your  portfolio  efficiently.  Aware- 
s  of  changing  goals  —  the  technique  of  recording, 
ewing  and  comparing  —  corrective  action  if 
ded  —  new  formula  plans. 


e  Complete  Course  Costs  $1 35 

s  the  registration  fee  of  $15.  If  you  wish, 
'merits  may  be  made  at  the  rate  of  $25 
month  for  five  months  with  a  final 
>ment  of  $10.  There  are  no  interest  or 
rying  charges. 

hen  You  Enroll  .  .  .  You  will  im- 
diately  receive  Lesson  1  and  Lesson  2, 
ether  with  a  comprehensive  Glossary  of 
rms,  a  quick-reference  Index  of  the 
irse  content,  and  a  handsome  seven-ring 
der  designed  especially  to  organize  your 
rse  material.  You  will  receive  a  new 
on  every  two  weeks  until  you  have  the 
nplete  course  of  twenty  lessons.  Lesson  1 1 
I  include  a  second  binder  for  the  remain- 
of  your  course  materials  and  work- 
ets.  If,  at  any  time  during  the  course,  you 
uld  like  personal  assistance,  our  on-staff 
erts  are  always  available  to  answer  your 
stions  as  they  occur. 

hen  you  have  Completed  the 

iurse  ...  If  you  wish  to  receive  the 
jrse  diploma  in  recognition  of  your 
ving  completed  the  course,  you  may  take 
optional  final  examination  at  home  and 
il  it  in  for  marking.  If  you  qualify,  you 
1  be  awarded  the  SUCCESSFUL  IN- 
•STING  &  MONEY  MANAGEMENT 
ploma  —  there  is  no  additional  fee. 


'A  first  rate  program,  we  have  en- 
rolled over  thirty  of  our  employees  in 
the  Coneducor  course  in  Successful 
Investing  and  Money  Management." 
,  .  Eric  G.  Smith,  Supervisor  of 
Branches,  Lincoln  Trust  and  Savings. 


>me  comments  received 
sm  course  participants  .  .  . 

his  course  is  great.  It  is  everything  that 

s  been  looking  for  re  investing,  etc." 

have  recently  purchased  a  home  and  auto. 

'as  more  confident  in  securing  loans  and 

duating  my  financial  status." 

's  truly  a  well  planned,  well  coordinated 

jrse." 

iteresting  and  useful,  it  provides  infor- 

tion  that  every  family  should  have." 

.  the  course  is  worth  its  price  and  I 
igratulate  you  on  the  presentation  you 
ve  provided." 


IMPORTANT 

The  Successful  Investing  and  Money 
Management    course    may    be    Tax 
Deductible  for  you,  depending  upon 
our  occupation. 


DRAW  ON  THE  COMBINED  KNOWLEDGE  OF  THESE  EMINENT  AUTHORITIES 
TO  HELP  YOU  PLAN  AND  IMPLEMENT  YOUR  OWN  INVESTMENT  PROGRAM  I 

The  Contributors 


DR.  PAUL  G.  NORTON.  A. A.,  B.S..  MBA, 
ED.  D.,  advisory  board.  An  Assistant  Professor  of 
Education  and  Coordinator  of  Business  Education  at 
Bentley  College  in  Massachusetts,  Dr.  Norton  is  re- 
sponsible for  the  development  of  a  B.S.  in  Business 
Education  as  well  as  M.S.  in  Continuing  Education, 
Business  Education,  Educational  Administration  and 
Teaching  Arts.  He  is  also  president  of  the  Massachu- 
setts Adult  Education  Association  and  Director  of  the 
New  England  Educational  Research  Organization. 

DR.  MORTON  SHULMAN,  advisory  board.  The 

author  of  three  books  -  "Anyone  Can  Make  a  Million", 
"Billion  Dollar  Windfall"  and  "Anyone  Can  Still  Make  a 
Million",  Dr.  Shulman  is  an  acknowledged  authority 
in  warrants  and  gold  trading  and  an  expert  stock 
market  analyst.  Previously  he  was  a  partner  of  a 
specialized  investment  firm. 

CHARLES  B.  NEAPOLE,  advisory  board.  Former 

President  of  the  Montreal  and  Canadian  Stock  Ex- 
changes, a  former  Director  and  Vice-President  of  The 
Royal  Bank  of  Canada,  the  fourth  largest  bank  in  the 
world,  a  Director  of  the  George  Washington  Corpora- 
tion and  the  Quebec  Deposit  and  Investment  Fund,  and 
member  of  the  Advisory  Council  of  Sir  George 
Williams  University.  Mr.  Neapole  is  now  president  of 
his  own  business  consulting  firm. 

DONALD  C.  WEBSTER,  advisory  board.  A  gradu- 
ate of  Princeton  University,  Mr.  Webster  is  president  of 
Helix  Investments  and  chairman  of  the  board  of  The 
Huxley  Institute  of  New  York.  He  is  a  director  of  nu- 
merous companies  including  Applied  Digital  Data 
Systems  of  Long  Island.  He  is  well  known  for  his  ex- 
pertise and  success  in  the  venture  capital  field. 

RICHARD  A.  N.  BONNYCASTLE,  advisory 
board.  Mr.  Bonnycastle  is  chairman  and  chief  execu- 
tive officer  of  Cavendish  Investing,  chairman  of  the 
board  of  Harlequin  Enterprises  and  vice-chairman  of 
the  board  of  Timed  Investment  Fund.  He  is  also  on  the 
board  of  directors  of  several  other  corporations. 

DAVID  C.  COWAN,  B.Comm.,  C.A.,  educational 
director.  Mr.  Cowan  has  developed  over  thirty -five 
management  training  courses  and  has  worked  for  sev- 
eral years  in  the  training  of  public  accountants.  He  is  an 

TO  ENROLL:  COMPLETE  "APPLICATION  FOR  ENROLLMENT"  FORM  AND  MAIL  WITH  YOUR  PAYMENT 
TO  :  CONEDUCOR  CORP.,  2000  Hegback  Road,  Ann  Arbor,  Michigan  481 04 


acknowledged  expert  in  the  development  of  training 
courses  for  businessmen. 

DR.  BENJAMIN  S.  BRANCH.  B.A.,  M.A.,  Ph.  D., 

A  highly  qualified  investment  expert.  Dr.  Branch  is  an 
assistant  professor  of  economics  at  Dartmouth  Colle- 
ge and  a  regular  contributor  to  such  major  financial 
publications  as  The  Journal  ot  Economics  &  Business. 
He  is  also  the  author  of  a  textbook  on  investing 
entitled,  "Introduction  To  Investments." 

STEPHEN  B.  H.  SMITH,  B.A.  Mr.  Smith  is  a 
graduate  of  the  Center  for  Continuing  Studies  in 
Employee  Benefits  at  Humber  College  and  a  financial 
consultant  with  The  Pythagoras  Group.  He  has  pre- 
vious experience  as  a  pension  officer  and  an  estate 
planner  and  has  authored  articles  on  pension  plans, 
employee  benefits  and  executive  compensation. 

REUBEN  SCHAFER,  C.L.U.  Undoubtedly  North 
America's  most  colorful  and  successful  insurance 
agent,  Mr.  Schafer  is  acknowledged  as  a  leading 
authority  on  life  insurance.  The  author  of  three  books, 
Mr.  Schafer  has  operated  his  own  insurance  agency 
since  1949. 

KENNETH  H.  THACKER,  B.Comm.,  M.B.A.  Mr. 

Thacker  has  been  Director  of  Administration  and  a 
financial  consultant  with  Financial  Parameters,  an 
investment  consulting  firm.  Prior  to  that,  he  was  an 
analyst  in  the  mortgage  department  of  Northern  Life, 
a  loan  officer  with  the  Industrial  Development  Bank 
and  a  reporter  for  Dun  and  Bradstreet. 

JOHN  G.  DOHERTY,  B.  Comm.,  M.S.  A  gradu- 
ate of  St.  Francis  Xavier  University  where  he  majored 
in  economics,  and  Columbia  University  where  he 
graduated  in  journalism,  Mr.  Doherty  has  an  exten- 
sive background  as  a  financial  writer  and  editor  with 
major  publications  such  as  Dow  Jones  and  The 
Financial  Times  ot  Canada.  He  is  also  co-author  of 
the  book  "Bulls,  Bears  and  Sheep". 

LOUIE  M.  NUSPL,  M.B.C.,  C.A.  Mr.  Nuspl  is  a 
member  of  the  Pythagoras  Group,  a  firm  of  consult- 
ants advising  professionals  and  executives  on  per- 
sonal financial  matters.  Prior  to  this,  he  was  employed 
by  Touche  Ross  and  Company  and  by  General  Foods 
where  he  was  a  financial  adviser  in  the  fields  of 
marketing  and  financial  planning. 


CONEDUCOR  CORP. 

2000  Hegback  Road,  Ann  Arbor,  Michigan  48104 

APPLICATION  FOR  ENROLLMENT 

TO:  D.  W.  McGregor.  Course  Registrar 

Yes,  please  accept  my  enrollment  in  the  Successful  Investing  and  Money  Management  Course.  I  un- 
derstand that  you  will  immediately  send  me  the  first  two  lessons  together  with  the  Glossary  of  Financial 
terms,  a  quick  reference  Index  of  the  course  content,  and  the  initial  course  Binder.  Thereafter,  I  will 
receive  lessons  at  the  rate  of  one  every  two  weeks  until  the  completion  of  the  course.  Iff  wish  I  may  take 
the  final,  optional  examination  for  the  course  diploma.  There  is  no  additional  fee  for  this.  The  tuition  fee 
for  the  entire  course  of  twenty  lessons  is  $135  plus  the  Course  Registration  fee  of  $15. 

Please  check  one  of  the  following: 

n  Enclosed  is  my  check  (or  Money  Order)  for  $15  (non-refundable)  to  cover  the  registration  fee.  As 
I  continue  the  course  please  bill  me  at  the  rate  of  $25  per  month  for  five  months  with  a  final  bill  for  $10. 
There  are  no  interest  or  carrying  charges.  If,  at  any  time,  I  wish  to  discontinue  the  course,  tuition  fees 
are  rebated  for  lessons  not  received. 

□  Enclosed  is  my  check  for  $150,  including  $15  (non-refundable)  registration  fee.  If,  at  any  time,  I 
wish  to  discontinue  the  course,  tuition  fees  are  rebated  for  lessons  not  received. 

□  Please  bill  my  company.  Enclosed  is  my  company  purchase  order  for  $150,  including  $15  (non- 
refundable) registration  fee.  If,  at  any  time,  I  wish  to  discontinue  the  course,  tuition  fees  are  rebated  for 
lessons  not  received. 


NAME. 


.AGE. 


ADDRESS. 

CITY 

TEL. 


.APT  NO. 


.STATE. 


.ZIP  CODE. 


.OCCUPATION 


SIGNATURE 

Note:  To  enroll  in  this  course  of  study  applicant  must  be  18  years  of  age  or  over 

Applicants  under  18  years  of  age  cannot  be  accepted.  Upon  approval  of  your  applica 

Hon  the  Registrar  will  confirm  your  enrollment  by  letter  within  one  week  of  receipt 

Orders  from  Canada  will  be  serviced  with  the  special  Canadian  version  of  the  course. 
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Marriotts  ESSEX  HOUSE 
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Unwinding.Wives  and  Watching  on  Central  Rirk  South. 


Easy  Does  It 

There  are  some  times,  after  a 
strenuous  business  day  here 
in  our  city,  when  you  want 
for  nothing  more  than  to  loosen 
your  tie,  roll  up  your  sleeves,  kick 
off  your  shoes  and  relax.  For  those 
times  we  suggest  an  entertaining 
evening  in  the  luxury  of  your  com- 
fortable room  at  the  Essex  House. 
Our  Room  Service  menu  offers 
everything  from  refreshment  to  a 
great  Filet.  It  will  arrive,  at  the 
time  you  request,  served  with  all 
the  style  our  hotel  is  famous  for. 


Fine  crystal,  china  and  linens  add 
a  distinctive  touch  of  elegance 
that's  rare  in  these  days  of  punch- 
out-plastic.  After  dinner,  you  can 
rven  go  to  the  movies  with  a  choice 
of  two  full-length  feature  films  avail- 
able on  your  color  TV  set.  Come  see 
for  yourself.  We  pride  ourselves 
on  the  way  we  say,  "Good  night". 

The  Essex  House  Explained 

Our  name  is  an  old  New  York 
tradition,  but  we  are  definitely 
not  showing  our  age. 

All  of  our  guest  rooms  have  been 
newly  and  beautifully  decorated. 
The  accessories  and  appointments 
are  exceptional.  We've  carefully 
and  completely  enhanced  the  ele- 
gance, and  style  that  is  a  hallmark 
of  the  Essex  House  name.  And 
we've  added  a  flavorful  dash  of 
our  own  Marriott  know-how 


and  service.  The  result  is  a  great 
New  York  hotel  that  stands  beau- 
tifully all  on  its  own.  On  Central 
Park  South. 

For  Your  Viewing  Pleasure 

There's  a  super  show  playing 
every  evening  at  our  Essex 
House  and  you  don't  ever  need  a 
ticket.  Just  step  into  our 
King's  Wharf  restaurant 
be  seated  in  a  com 
fortable  chair 
and  watch. 

Through  the 
windows,  across 
the  street  is 
Central  Park 
South.  And 
its  twinkling 
lights,  the 
glamour 
of  59th 
are  always 
a  sight  to 
see.  Open 
the  menu  and 
add  a  delicious 
magic  to  the  evening.  Tempt  your- 
self with  entrees  that  include  Striped 
Bass  Au  Beurre  and  Fresh  Whole 
Maine  Lobster.  Or  Roast  Prime 
Ribs  of  Beef  and  marvelous 
Medallions  of  Beef.  Our  King's 
Wharf,  by  itself,  offers  you  a  mem- 
orable dining  experience.  But  it's 
definitely  a  room  with  a  view. 

She  Deserves  Better 

our  wife  and  our  New  York. 

It's  a  beautiful  combination. 

And  a  wonderful  way  for 

your  wife  to  escape 

from  her  regular 

routine  to  something 

better.  While  you're 

busy  with  business, 

she  can  sleep  late, 

shop  and  see  the  city. 


Fifth  Avenue  is  a  leisurely  five 
minute  stroll  to  the  east.  Lincoln 
Center  is  within  walking  distance 
to  the  west. 
All  it  takes  is  two  telephone  calls. 
One  to  us  with  your 
reservation.  The  second  to 
her  with  the  good  news. 


Y 


® 


Pleas  and  Thank  You 

Whenever  possible,  we  urge 
you  to  make  your  reservations 
well  in  advance  01  your  trip  to  our 
town,  but  if  business  brings  you 
here  in  a  hurry,  call  us  toll-free  and 
we'll  do  everything  possible  to 
provide  one  of  our  immaculate 
guest  rooms  or  suites.  Thank  you. 

.Marriott's. 
ESSEX  HOUSE 

All  you  need  to  know  about 
hotels  in  New  York. 

160  Central  Park  South, 
New  York  10019. 

Telephone  toll-free  for  your 
reservations:  800-228-9290. 

Write  for  our  new  brochure 
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Readers  Say 


How  About  US? 

Sir:  I  find  it  incredible  that  Forbes 
seems  to  advocate  that  the  U.S.  bor- 
row money  from  the  Arabs  to  lend  to 
other  nations  because  the  Arabs  feel 
that  these  other  nations  are  poor  loan 
risks  (Aug.  15,  p.  25).  Next,  you  sug- 
gest that  the  way  these  poor  nations 
can  repay  us  is  by  increasing  their 
exports  and  we  decrease  ours!  We 
would  have  to  shut  down  our  fac- 
tories and  there  would  be  more  work- 
ers unemployed,  receiving  unem- 
ployment compensation  and  welfare 
payments.  Mr.  Kleinman  [Economist 
David  T.]  is  concerned  about  "how 
to  make  the  Arabs  feel  safe  about 
their  money"!  Let's  hear  from  him 
how  to  make  us  feel  safe  about  our 
money. 

I  predict  that  within  two  years  the 
major  powers  are  going  to  have  to 
force  the  Arabs  to  allocate  their  oil 
and  charge  a  reasonable  price  for 
it  .  .  .  although  it  may  involve  a  small 
war.  .  .  . 

—Louis  M.  Colen 
Great  Neck,  N.Y. 

Sir:  Your  article  is  enough  to  make 
me  want  to  gag.  ...  As  usual  we  get 
left  with  our  [expletive  deleted] 
screwed   to   the   wall. 

— W.F.  SCHAEFER 

Baltimore,  Md. 

Sir:  Morgan  Guaranty's  executive 
vice  president  is  giving  the  worst  ad- 
vice we've  heard  yet  for  the  U.S. 
economy.  A  deliberate  "trade  deficit 
of  some  magnitude"  is  hardly  the  an- 
swer to  our  economic  ills.  A  better 
idea  is  a  substantial  price  increase 
(to  the  oil  producing  countries)  for 
food,  machinery,  medical  supplies  and 
other  exports  by  the  U.S.  and  other 
industrial  nations  to  offset  the  high- 
er cost  of  oil. 

—Robert  Feinschreiber 
New  York,  N.Y. 

A  Good  Buy? 

Sir:  My  son,  a  psychologist,  has 
suggested  that  I  save  all  issues  of 
Forbes  as  a  possible  hedge  against 
inflation.  A  collector's  item,  maybe? 

—Carl  G.  Cunningham 
Oxnard,  Calif. 

Insurance  for  the  Literate 

Sir:  Your  Sept.  1  Special  Insurance 
Report  reminded  me— with  its  con- 
spicuous advertisements  from  the  in- 
surance companies— of  an  independ- 
ent college  newspaper  I  published. 
The  newspaper  solicited  support  from 
(Continued  on  page  137) 


''Could  y,u  spare  §12.00  for  a  fifth  of  Chit  as  Regal?" 
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GROWTH 

...assures  steady,  productive  growth  of  your  company 


TOTAL  ECONOMY 
of  INDIANA 
UP  51% 

(*5  Year  Average  1967-72) 


Growing  retail  sales ...  a 

positive  indicator  of  a 

STRONG  and  STABLE 

economy. 


Growth  in  consumer  services 

is  an  accurate  reflection  of 

CONFIDENCE  in  Indiana's 

economy. 


Expanding  sales  of  food 
products  ...  a  must  in 
any  WELL  BALANCED 
economy. 


Growth  in  the  electrical 
equipment  and 
appliance  industry 
is  positive  assurance 
of  a  CONTINUING 
SUPPLY  of 
TECHNICAL  and 
COMPLEX  SKILLS. 


Adding  to  the 
BALANCE  of  Indiana's 
total  ECONOMY  is 
wholesale  sales  of 
metals  and  minerals 
with  a  5  year  growth 
record  of  12%. 


This  phenomenal  growth  in 

wholesale  sales  of  motor 

vehicles  and  auto  parts  is 

positive  proof  of  a  STABLE 

and  SKILLED  LABOR  FORCE! 


Indiana's  5-year  growth  rate 
(1967-72)  of  Farm  Cash- 
Receipts  is  another  sign 
of  a  very  HEALTHY 

economy. 


Substantial  GROWTH 

n  household 
furnishings  in  wholesale  sales 
in  Indiana  means  more  JOB 
OPPORTUNITIES  for  skilled 
craftsmen. 

Interested  in  more  information 
about  Indiana  or  Indiana  products 
for  sale,  domestic  or  international' 
Please  write  to  .  .  . 

Lt.  Governor  Robert  D.  Orr,  Director 

Indiana  Department  of  Commerce 

336  State  House,  Dept  AH-F2 

Indianapolis.  Indiana  46204 

Phone:  317-633-4450 

TWX:  810-341-3376 

Cable:  INCOM 

•(Source  US  Oapl  ol  Commtict.  Dicimbn.  1873) 
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WHERE  THE  GOOD  Lire  ft  BETTER 


Manufacturers 
Hanover 
in  Oslo. 


lb  help 

explore  the  world 

of  The  people  who 
explored  the  world. 

Energy.  Shipping.  shipping  ventures.  over  $7-billion  in  international  loans 

Two  good  reasons  why  business  Headed  by  Eric  A.  Fris,  Jr.,  Vice  on  its  books  and  provides  a  full  range 

is  exploring  the  Scandinavian  world.  President,  it  will  also  serve  as  a  tie-line  of  international  banking  services 

And  two  of  the  reasons  why  for  Scandinavian  banks  and  businesses  through  its  world-wide  network. 

Manufacturers  Hanover  has  a  new  with  New  York,  London  and  other  Get  in  touch  with  Manufacturers 

representative  office  in  Oslo.  international  capital  markets.  Hanover  in  Oslo.  Together  we'll  explore 

Working  with  local  banks  in  And  we'll  do  it  through  a  staff  of  —  and  discover  —  new  ways  to  help 

Denmark,  Finland,  Iceland,  Norway  international  bankers,  both  in  Oslo  and  your  business  grow, 

and  Sweden,  this  office  will  be  the  New  York,  with  Scandinavian  Karl  Johans  gate  17,  Oslo  1,  Norway. 

focal  point  for  arranging  energy  background  and  experience.  Backing  Telephone:  (02)  337340 

financing,  offshore  and  onshore,  and  them  up  is  a  $25-billion  bank  that  has  Telex:  19950. 


MANUFACTURERS  HANOVER 


Member  FDIC 


Lease  a  warehouse 
from  CalComp. 


More  than  100  years  ago, 
during  the  Franco-Prussian 
war,  Rene  Dragon 
photographed  some  1,000 
messages  on  a  film  two  inches 
wide.  He  then  strapped  his  film 
to  a  pigeon's  leg  and  his 
message  flew  to  Paris  where  it 
was  projected  by  lantern  on  a 
screen  and  read. 

That  was  the  beginning  of 
microfilm. 

Today's  microfilm  systems 
allow  you  to  store  information 
in  l/56th  the  space  you're 
used  to. 

1400  lbs.  of  paper  will  fit 
in  your  hand  as  5  lbs.  of 
microfiche. 

A  warehouse-full  of 
computer  printouts  can  be 
stored  in  a  single  room. 


And  as  paper  becomes 
increasingly  more  expensive 
and  more  difficult  to  get,  the 
use  of  computer  output  micro- 
film becomes  a  necessity. 
The  MMS  COM  System 

It's  Calcomp's  way  of 
putting  together  a  COM 
printer,  a  controller  with 
built-in  magnetic  tape  unit  and 
tape-cartridge  drive,  a  key- 
board printer,  and  the  software 
you  need  for  a  microfiche 
management  system.  It 
stands  alone.  It  does  not 
require  a  host  computer. 

The  CalComp  system 
uses  either  105  mm.  micro- 
fiche or  16  mm.  roll  film.  It 
can  reduce  images  24, 42,  or 
48  times.  And  the  output 
emerges  titled  and  indexed. 
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Job  instructions  can  be 
typed  in  from  the  keyboard 
printer.  This  saves  you  costly 
re-programming. 

Examine  the  CalComp 
system.  We  think  you'll  find 
the  best  performance  for  price 
in  the  industry. 

Call  your  local  CalComp 
office,  or  contact  California 
Computer  Products,  Inc., 
FB-M9-74,  2411  West  La  Palma 
Avenue,  Anaheim,  California 
92801.  (714)  821-2011. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


and  who's  to  dispute  a  heavy  case  can  be  made  for  it. 

But  I  believe  the  gloomsayers  are  overdoing  it. 

Things  are  far  from  as  bad  as  they  could  be,  nor  will 
they  be. 


PESSIMISM  IS  PREVALENT 

I  now  think  Ford's  got  what  it  takes  in  the  way  of 
advisers,  guts  and  gut  instinct  to  jab  our  economic  malaise 
where  it's  needed.  His  Veep's  Panel  might  well  contribute 
a  suggestion  or  two. 


"NOW  ON  SALE   AT  60%   OFF!" 

If  you  could  have  your  meat  and  groceries,  car,  house 
or  apartment,  clothes,  insurance,  phone  and  utility  bills 
at  60%  off,  wouldn't  you? 

Companies  that  make  or  supply  all  of  the  above  can 
be  had  at  60%  off— or  more. 


LEST  WE   FORGET 

We  seem  so  quickly  to  have  forgotten  that  an  Arab  oil 
boycott  again  could  bring  the  United  States  and  Western 
Europe  to  a  grinding  halt. 

Another  Israeli-Arab  conflict  might  erupt,  or  some  other 
matter  might  flare  overnight,  and  our  present  Arab  friends 
could  respond  more  effectively  by  murdering  the  Free 
World's  economy  than  our  allied  Greeks  did  in  murdering 


the  American  Ambassador  to  Cyprus. 

There  are  two  ways  to  lessen  this  near-dire  Free  World 

oil  dependence- 
Use  less  instead  of  ever  more. 
Push  all  out  and  at  any  cost  for  both  new  oil  sources 

and  to  develop  our  inexhaustible  coal  resources  as  well 

as  other  sources  of  energy. 


: 


INCIDENTALLY,  THE  OIL  ARABS  WILL  SOON  LEARN 

that  having  and  preserving  insurmountable  wealth 
presents  more  difficulties  than  having  none  at  all. 

WITH   FEELING 

A  man  expresses  best  what  he's  learned  at  heaviest  cost— 
"Always  remember  others  may  hate  you  but  those 
who  hate  you  don't  win  unless  you  hate  them.  And 
then    you    destroy    yourself."— Richard    M.    Nixon. 
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DOCTOR  LAND 

That  is,  the  stock  of  Polaroid  (which  is  Dr.  Land) 
has  been  panicly  oversold  to  a  price  per  share  way  below 
what  it  should  be.  It's  oversold  because  today's  institu- 
tional sellers  oversold  themselves  on  a  price  per  share 
they  dreamed  it  could,  should  be. 

It's  pure  coincidence  that,  for  the  first  time,  I 
spent  time  talking  with  Dr.  Land  a  few  days  ago,  and 
that  in  this  issue  Forbes  analyzes  at  length  Eastman 
Kodak,  the  overwhelmingly  principal  factor  in  the  field 
(see  p.  83).  Dr.  Land's  candid  comments  about 
Polaroid's  market  plunge  are— quite  understandably— 
wryly  rueful: 

"After  years  of  exposure,  I've  come  to  the  conclusion 
that  analysts  are  often  nothing  more  than  promoters. 
Our  price  per  share  at  the  highs  had  nothing  to  do 
with  what  we  were  doing,  and  these  analysts'  projections 


IS  OVERSOLD 

just  created  unwarranted  pressures.  Polaroid's  price  today 
is  equally  unrelated  to  reality. 

"If  you  are  going  to  be  technically  radical,  you 
have  to  be  financially  conservative,  and  we  have  been 
and  are." 

As  we  sailed  around  Boston's  harbor,  which  is  bris- 
tling with  new  construction,  Dr.  Land  commented  that 
when  a  great  city  undergoes  a  physical  rebirth,  "it's  a 
result  of  community  spirit  far  more  than  an  application 
of  pure  economics."  Boston's  resurgence  was  aided  at 
the  time  it  began  by  a  concurrent  "lack  of  excessive 
corruption." 

When  I  apologized  for  the  profusion  of  food  available 
for  our  supper,  this  shyly  genial  genius  laughingly  ob- 
served, "If  something  is  worth  doing,  it's  worth  doing  in 
excess." 


ONLY  THE  IMMORTAL  ITALIANS 

could  go  broke  so  blithely  and  think  to  dispose  of  tons  of 

undelivered  mail  by  selling  the  stuff  to  scrap-paper  dealers. 

Vivent  les  Italiens! 


At  last.  A  carpet 
for  bad  dogs. 
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AN  AWFUL  AD 
&  AN  AWFULLY   GOOD   ONE 

Look  at  that  cigarette  ad— the  expression  on  the 
young  lady's  face  suggests  she  is  rightly  worried 
sick  about  smoking,  and  if  Winstons  are  the  only 
reason  that  she  or  anyone  else  does,  they'd  be  worth 
throwing  away  or  banning  all  together. 

By  way  of  contrast,  the  advertisement  for  the 
Monsanto  carpet  is  all  good— from  a  stopper  head- 
line, through  hilarious  copy,  to  appealing  illustra- 
tion. A  compelling  package  of  sensible  sell. 


THE   SHAH   OF  IRAN   IS   A 

Through  all  the  tensions  and  internal  as  well  as  external 
turmoil  in  the  Middle  East  during  the  past  decade,  Iran's 
Shah  has  emerged  as  a  calm,  cool  figure  of  strength  and 
clear-sightedness.  Very  fortunately  for  us,  Iran's  self-inter- 

"We  do  not  want  to  sell  our  oil  for  fuel.  Any- 
how, oil  is  more  beneficial  to  mankind  in  other 
forms.  There  are  70,000  things  to  be  had  from 
oil,  including  very  valuable  petrochemicals  and 
pharmaceutical  products.  We  would  prefer  such 
things  to  seeing  our  noble  produce  of  our  earth 
wasted  in  needless  consumption  by  the  affluent 
industrial  societies  of  the  world. 

"Actually.    I   would   be   delighted   to    see   the 


MIGHTY  SENSIBLE   MAN 

est  has  resulted  in  policies  that  often  parallel  our  own 
cept,  of  course,  in  the  matter  of  pi  ire  of  oil. 

In  his  forthright  manner  the  Shah  recent!)   said  to 
News  &  World  Report  in  an  exclusive  interview: 

United  States  turn  to  other  sources  for  energy. 
You  must  do  so  in  your  own  interests.  Your  in- 
dustrial and  economic  survival  depend  on  this.  As 
a  friend  of  the  United  States,  I  should  like  to 
your  country  shake  off  its  dependence  on  foreign 
sources  of  energy. 

"Certainly  the  United  States  should  turn  to 
shale,  coal,  anything  that  will  make  your  great 
country  independent  for  its  energ) 


— ex- 


'     s 


20 


TO   BE  AGREEABLE 

while  disagreeing— that's  an  art. 


ONCE  YOU'VE  GIVEN  ADVICE 

to  someone,  you're  obligated  t<>  him 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


We  Are  not  an  Island 

The  economy  of  our  country  is  crit- 
ically dependent  on  how  we  interact 
with  the  economics  of  other  coun- 
tries. It  is  little  comfort  that  our  infla- 
tion is  only  part  of  a  worldwide  prob- 
lem, or  that  American  families  need 
less  of  their  paychecks  for  groceries 
than  most  of  our  foreign  friends. 

—President  Gerald  Ford. 

Checkups  for  Doctors 

Should  a  doctor,  whose  license  to 
practice  usually  lasts  for  life,  face  re- 
licensing?  Should  medical  specialists 
periodically  prove  they  know  the  lat- 
est about  brain  surgery,  broken  bone 
repair  or  cancer  cures?  [There  is]  a 
slowly  growing  movement  toward  re- 
quiring physicians  to  undergo  com- 
petence checkups  every  few  years. 
Spurring  the  trend  are  fears  that  if 
medicine  doesn't  police  itself  better, 
the  Federal  Government  will.  .  .  .  Re- 
licensing  and  recertification  would 
promote  higher  quality  medical  care 
by  forcing  all  doctors  to  maintain 
their  skills  and  keep  up  with  rapidly' 
changing  medical  knowledge,  its  pro- 
ponents argue.  The  1970  Carnegie 
Commission  on  Higher  Education  re- 
port pointed  out  that  physicians  who 
don't  remain  lifelong  students  "face 
partial  obsolescence  in  five  to  10 
years.  .  .  ."  In  1971,  New  Mexico  be- 
came the  first  state  to  pass  a  re- 
licensing   law.    Now    its    doctors    will 


lose  their  right  to  practice  unless  they 
take  120  hours  of  continuing  medical 
education  every  three  years.  .  .  . 

But  will  licensing  and  recertifi- 
cation directly  improve  the  quality  of 
medical  care?  Those  who  question  the 
trend  insist  that  requiring  doctors  to 
keep  up  when  most  already  do  so 
voluntarily  will  simply  create  a  costly- 
bureaucracy  and  waste  practitioners' 
valuable  time.  .  .  .  Dr.  Osier  Peterson, 
professor  of  preventive  medicine  at 
Harvard  University  School  of  Medi- 
cine, says  it's  "a  very  weak  reed  to 
lean  on,"  recalling  his  1955  study  of 
North  Carolina  general  practitioners 
which  concluded  that  "continuing 
education  had  no  effect"  on  the  qual- 
ity of  medical  practice.  .  .  . 

— Joann  S.  Lublin, 
Wall  Street  Journal. 

Rich  Observations 

Sherman  Billingsley  cultivated  the 
rich  in  the  way  that  they  have  al- 
ways secretly  liked  best— by  seeming 
to  save  them  money  .  .  . 

Jerome  Zerbe:  "I've  never  been 
rich,  and  all  my  life  I've  gone  around 
with  the  rich,  and  I  find  that  they 
lack  imagination  when  it  comes  to 
how  anyone  less  rich  than  they  arc 
gets  along.  They  always  mean  to  be 
interested,  but  somehow  their  atten- 
tion wanders." 

—Brendan  Gill,  The  Nciv  Yorker. 
*  *  * 

The  most  glamorous— and  the  most 


powerful— of  the  Tammany  bosses 
who  ran  New  York  City  for  much  of 
the  century  between  Boss  Tweed  and 
Carmine  DeSapio  was  Richard 
Croker.  .  .  .  All  his  life  he  was  obsessed 
with  the  desire  to  be  accepted  by 
aristocrats.  ...  Of  course,  he  never 
made  it.  Rich  is  one  thing,  but  born 
rich  is  another.  .  .  .  William  Allen 
White  claimed  that  Croker  was  tol- 
erated by  the  rich  and  powerful  be- 
cause he  was  useful  to  them.  .  .  . 
Croker  was  "safer"  because  he  "de- 
sires to  be  a  gentleman."  The  man 
who  wants  a  slice  of  the  pie  is  not 
likely  to  burn  down  the  bakery. 

—Rita  Kramer, 
American  Heritage. 

No  IRS  "Secret  Police" 

Of  all  the  unpleasant  incidents  re- 
vealed by  the  Watergate  investiga- 
tions, none  was  nastier  than  the  sys- 
tematic attempt  by  President  Nixon 
and  his  aides  to  use  the  Internal  Rev- 
enue Service  to  harass  their  "enemies." 
Now  that  some  of  the  dust  has  set- 
tled, Congress  should  lose  no  time 
in  making  sure  that  the  IRS  is  never 
again  subjected  to  this  sort  of  pres- 
sure. .  .  .  Obviously,  the  law  should 
be  amended  to  put  a  strict  seal  of 
secrecy  on  tax  returns.  .  .  .  The  pur- 
pose of  the  IRS  is  to  collect  taxes 
efficiently  and  fairly.  The  law  must 
leave  no  opportunity  to  convert  it 
into  a  secret  police  force. 

—Business  Week  Editorial. 


A   BETTER   IDEA   FROM   FORD 


Kuwait  and  Venezuela  recently 
announced  that  they're  cutting 
back  oil  production  in  an  effort  to 
preserve  sky-high  petroleum  prices. 
Which  is  as  good  a  reason  as  any 
for  giving  serious  consideration  to 
a  trial  balloon  from  the  Ford  Ad- 
ministration: raising  gasoline  taxes 
10  cents  a  gallon,  coupled  with 
some  sort  of  lower-income  tax  cut. 

If  enacted,  the  idea  might  serve 
two  useful  purposes.  First,  and 
most  important,  it  would  reduce 
gasoline  consumption  and  make  a 
dent  in  the  estimated  $25  billion 
we'll  be^  shelling  out  this  year  for 
imported  oil. 

Second,  it  could  give  many  con- 
sumers a  noninflationary  pay- 
boost.  With  gasoline  prices  higher, 
people  will  drive  less.  Their  auto- 
mobile fuel  bills  needn't  rise  very 
much.  With  the  tax  cut,  they  could 


/;//  M.S.  Forbes  Jr. 

cud  up  with  a  bit  more  money  to 
spend  on  more  essential  "essentials,"' 
such  as  food  and  clothing. 

The  Ford  suggestions  may  gi\  e 
us  two  ounces  of  prevention  and 
avoid  the  two  pounds  of  cure.  For 
if  the  economy  declines  too  quick- 
ly, there  will  soon  be  overwhelm- 
ing political  pressure  for  a  rapid 
and  huge  "reflation,"  and  we'd  be 
back  to  square  one  in  the  fight 
against  inflation. 

But  the  odds  are  that  the  oil- 
highway  lobby,  never  noted  for 
foresight,  will  pop  the  10-cent  gas 
balloon  before  it  takes  off. 

1040s  FOR  SALE? 

Apparently,  the  White  House 
wasn't  alone  in  abusing  the  pri- 
vacy of  people's  federal  income 
tax  returns.  Last  month,  Newsweek 
reported:  "Thanks  to  the  computer 


and  copying  machine,  Form  1040 
is  no  longer  a  private  matter  be- 
tween the  taxpayer  and  the  IRS. 
A  growing  number  of  states— and 
even  counties— now  have  agree- 
ments with  the  IRS  that  give  them 
access  to  federal  ret  irns.  .  .  .  The 
system  is  anything  but  abuseproof; 
even  now,  IRS  investigators  are 
looking  into  cases  where  local  of- 
ficials have  peddled  the  1040s  (or 
data  from  them)  to  insurance  com- 
panies, private  detectives,  credit 
services  and  the  like." 

Here's  yet  another  case  pointing 
to  the  need  of  sharp-toothed  pri- 
vacy safeguards,  with  stiff  penalties 
for  violations. 

Fortunately,  President  Ford  has 
indicated  that  he  will  be  taking 
up  his  considerable  cudgels  in  the 
fight  to  protect  an  individual's 
right  to  privacy. 


FORBES,    SEPTEMBER    15,    1974 
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MCA  INC 

nenl  and  leisure 
lime  company  Its  prii 
operations  ind 
U  N IVERSAL  PICTUR E  S 
Producer  and  disir.buior 
ol  Ihealncal  motion 
pictures 

UNIVERSAL  TELEVISION 
Producer  of  television 
i  linment  for  the 
ABC.  CBS  and  NBC 
networks  and  subsequent 
syndication  markets 
MCA-TV 

The  leading  international 
distributor  of  theatrical 
and  television  films  to  TV 
MCA  RECORDS 
Producer  and  worldwide 
distributor  of  phonograph 
records  and  tapes 
MCA  MUSIC 
A  maior  music  publisher 
with  overseas  subsidiaries 
SPENCER  GIFTS 
191  retail  stores  in  33 
states  Catalogue  mailings 
to  25  million  homes 
annually 

MCA  FINANCIAL 
Administers  MCA  s  real 
estate,  insurance  and  data 
processing  in  Colorado 
as  well  as 

COLUMBIA  SAVINGS 
AND  LOAN 

The  second  largest  S&L 
m  that  state 

UNIVERSAL  STUDIO 
TOUR  AND 
AMPHITHEATRE 
Two  leading  Southern 
California  entertainment 
attractions 

LANDMARK  SERVICES 
Operates  tours  of 
the  Federal  Mall  in 
Washington  D  C  and 
Arlington  National 
Cemetery 

YOSEMITE  PARKS 
CURRY  CO. 

Operates  substantially  all 
facilities  at  Yosemite 
National  Park  under  a 
concession  contract  with 
the  U  S  Department  of 
the  Interior 
UNIVERSAL  CITY 
REAL  ESTATE 
DEVELOPMENT 
Developer  of  MCAs 
420-acre  Universal  City 
property 

MCA  DISCO-VISION 
Research  and 
development  of  MCAs 
video  disc  system 
for  home  entertainment 
and  information  storage 
and  retrieval 
OTHER  MCA 
OPERATIONS 
Universal  Commercial- 
Industrial  Films 

Universal  Education 
and  Visual  Arts 
United  World  Fill 
Minibus,  Inc 
MCA  Publishing. 


MCA 
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These  are  the  results  of  our  first  six  months 
and  of  our  previous  record  years: 

Earnings        First  Second  Third 

Quarter 
$1.77 

.74  $    61 

.66  .51 


Per  Share  Quarter 

1974  $1.24 

1973  .76 

1972  .65 


Fourth 
Quarter        Quarter 

$    95 
.70 
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One  reason  Georgia-Pacific's  natural 
resource  is  getting  more  valuable  every  year: 

Accelerated  growth. 


aorgia-Pacific 
vns  or  has  exclusive 
ltting  rights  to  more  than 
75  million  acres 
timberland.  On  much 
the  4.5  million  acres 
3  own  we're  accelerating 
e  timber  growth 
rough  modern  forest 
anagement. 
eorgia-Pacific 
xelerated  forests 
the  South  already 
9ld  over  three  times 
■  much  wood  fiber 
Mr  acre  as  an 


ordinary  forest.  And  today, 
on  our  lands,  we're 
growing  more  timber  than 
we  harvest  for  use  in  our 
plants. 

Result:  we  are  able  to 
expand  and  improve  our 
manufacturing  facilities 


for  pulp  and  paper, 
plywood,  particleboard 
and  other  products. 
This  new  construction 
is  just  part  of  our  5-year, 
$1  billion-plus  capital 
investment  program 
— initiated  in  1973 — which 
is  designed  to 
double  sales,  net  income, 
and  earnings  per  share. 
It  will  help  assure 
that  our  profits,  like  our 
natural  resource, 
continue  to  grow. 


Send  for  a  free  copy 
of  PERSPECTIVE 
ON  THE  NEW 
GEORGIA-PACIFIC/1974. 
Write:  Georgia-Pacific 
Corporation,  Dept.  7-4F, 
900  S.W.  Fifth  Ave., 
Portland,  Oregon  97204. 
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Wood  Fiber  Yield  Per  Acre 

(in  cords) 


Average 
Growth  Acre 


Accelerated 
Growth  Acre 


Typical  27  year  old 
Southern  Pine  in 
unmanaged  forest. 


Typical  27  year  old 
Southern  Pine  in 
managed  forest. 
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salutes  Pittsburgh 


Few  great  American  cities  have  done  more  in  the 
last  quarter  century  to  improve  the  quality  of  life 
for  its  people  than  Pittsburgh. 

While  visiting  the  city  in  1935,  the  famous 
architect  Frank  Lloyd  Wright  was  so  appalled  by 
the  all-pervading  smoke  and  grime  spewing  forth 
from  its  smokestacks,  and  the  accumulated  de- 
bris of  years  clogging  its  waterfronts,  he  said, 
"It  would  be  cheaper  to  abandon  it  and  build  an- 
other (city)..." 

Today,  architects  and  city  planners  from 
throughout  the  world  visit  Pittsburgh  to  study 
the  dramatic  changes  that  have  made  the  city  a 
leading  business,  industrial  and  civic  center  as 
well  as  one  of  America's  principal  inland  ports. 

Today  - 

•  Only  two  other  American  cities  are  head- 
quarters for  more  leading  blue-chip  corpora- 
tions than  Pittsburgh. 

•  Pittsburgh  commands  unusually  high  eco- 
nomic strength  and  low  unemployment  due 
to  a  list  of  booming  industries  that  has  long 
diversified  beyond  steel. 

•  Pittsburgh  now  sports  a  clean  and  modern 
skyline.  Refurbished  old  buildings  inter- 
mingle with  new  office  and  cultural  com- 
plexes such  as:  Three  Rivers  Stadium;  the 
Civic  Arena  with  its  retractable  dome;  the 
new  Heinz  Hall  for  the  Performing  Arts— 
home  of  the  Pittsburgh  Symphony,  Opera 
and  Ballet  Companies;  and  the  Sarah  Scaife 
wing  of  the  renowned  Carnegie  Art  Museum. 


•  Pittsburghers  are  proud  of  their  many  en- 
vironmental improvements.  Stringent  air 
and  water  pollution  controls  have  greatly 
reduced  sulphur  emissions  into  the  atmo- 
sphere, and  have  so  cleaned  up  the  city's 
rivers  that  water  skiing  and  pleasure  boat- 
ing are  today  popular  recreational  activities, 
and  fish  are  again  caught  off  the  Point  at  the 
edge  of  the  Golden  Triangle. 

•  Citizens  can  boast  of  a  dramatically  reduced 
crime  rate  achieved  in  great  part  by  the  in- 
stitution of  imaginative  street  lighting  and 
police  car  identification  programs. 

Whenever  you  find  people  building  for  a 
better  quality  of  life,  chances  are  you'll  find 
Phelps  Dodge  making  its  contributions:  under- 
ground power  cable,  building  wire  and  cable,  tele- 
phone wire  and  cable,  coaxial  cable,  magnet  wire, 
plumbing  tube,  pipe,  valves  and  fittings,  brass 
fixtures,  heat-exchanger  and  condenser  tube, 
castings,  bare  copper  and  copper-alloy  products. 

In  recognition  of  all  this  great  city  offers  its 
residents  and  businessmen,  we're  proud  to  salute 
Pittsburgh— especially  illustrated  here  in  a 
gouache  painting  by  the  famous  French  impres- 
sionist painter,  Willy  Mucha. 

Phelps  Dodge  Industries,  Inc.,  300  Park 
Avenue,  New  York,  New  York  10022 


phetps 
dodge 
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Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Calgary.  Alberta 
Canada.  Consolidated  Pipe  Lines  Company.  Calgary.  Alberta,  Canada.  Weskem  of  Canada.  Ltd  ,  Calgary.  Alberta.  Canada;  Consolidated  Gathering 
System  Limited.  Calgary.  Alberta.  Canada.  Norlands  Petroleums  Limited.  Calgary.  Alberta.  Canada;  Energy  Systems  Division,  Omaha.  Nebraska. 
Hydrocarbon  Transportation.  Inc  .  Omaha.  Nebraska.  Northern  Gas  Products  Company,  Omaha.  Nebraska;  Northern  Helex  Company.  Omaha, 
Nebraska;  Northern  Propane  Gas  Company.  Minneapolis.  Minnesota,  Northern  Systems  Company.  Omaha.  Nebraska.  Peoples  Natural  Gas  Division. 
Omaha.  Nebraska.  Protane  Corporation.  Minneapolis.  Minnesota,  Dominican  Republic,  Jamaica.  Guatemala,  Venezuela.  Puerto  Rico;  United  Petroleum 
Gas  Company.  Minneapolis.  Minnesota.  Weskem  Division,  Amarillo.  Texas.  UPG,  Inc  ,  Omaha.  Nebraska;  Northern  Petrochemical  Company.  Des  Plaines. 
Illinois.  Polymers  Division,  Des  Plaines.  Illinois,  Industrial  Chemicals  Division.  Des  Plaines.  Illinois.  Canton  Containers  Division.  Canton.  Ohio.  Marine 
Plastics  Division,  Clinton,  Massachusetts,  National  Poly  Products  Division,  Mankato.  Minnesota: 

and 

we  also  make 

anti-f  reeze  and 

summer  coolant 


PEAK  anti-freeze  and  summer 
coolant,  made  by  the  Automotive 
Chemicals  Division  of  our  North- 
ern Petrochemical  Company,  is 
just  one  example  of  the  wide 
range  of  products  we  manufac- 
ture. 

Finding  new  and  better  uses 
for  natural  gas  products  and  by- 
products has  gotten  us  into  plas- 
tics, packaging,  color  resins, 
synthetic    rubber,    printers'    ink 


and  much  more  to  help  make  life 
a  little  bit  better. 

You  see,  for  many  years  we 
were  just  a  natural  gas  pipeline 
company.  Then  we  began  look- 
ing at  additional  opportunities 
with  better  growth  potential. 

Today,  by  squeezing  all  the 
value  we  can  from  our  energy 
sources,  we're  providing  service 
far  beyond  what  you'd  expect 
from  a  "traditional"  gas  pipeline 


company.  And  we  continue  to 
develop  in  areas  where  major 
growth  is  possible.  It's  good  for 
our  investors  and  customers. 

Of  course,  we'll  still  be  doing 
what  you'd  expect  a  gas  com- 
pany to  do.  Like  serve  1.5  million 
customers  through  75  utilities  in 
eight  states,  maintain  over  31 ,000 
miles  of  natural  gas  pipeline, 
and  continue  our  constant  search 
for  new  gas  reserves. 
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The  gas  company  that's  something  else. 


Forbes 


We  have  been  in  a  crashing  bear  market, 
but  where  are  the  short-sellers'  yachts? 


It  has  been  bear  heaven  on  Wall 
Street  for  a  long  time  now,  and  the 
short-sellers  ought  to  be  waxing  rich. 
But  are  they?  Forbes  has  found  few 
people  who  have  gotten  rich  selling 
short  this  year.  Only  five  or  six  names 
keep  popping  up.  They  are  always 
the  same  names.  How  so? 

"The  system  is  against  the  bear," 
says  Richard  Kimball,  senior  vice  pres- 
ident for  equity  sales  at  White,  Weld, 
one  of  Wall  Street's  most  distinguished 
brokerage  houses.  "Short-selling  is  re- 
garded as  immoral.  Making  money  on 
other  people's  misery.  A  good  bear 
has  to  be  antiestablishment,  antiman- 
agement,  promisfortune."  In  short, 
short-selling  is  unAmerican. 

The  numbers  bear  Kimball  out.  As 
of  the  New  York  Stock  Exchange's 
last  report— on  Aug.  15— there  were 
only  about  19  million  shares  of  stock 
sold  short  on  the  Big  Board.  Taking 
the  average  price  of  a  share  of  com- 
mon stock,  this  suggests  total  short 
positions  worth  about  $500  million. 
That  is  a  drop  in  the  bucket  in  terms 
of  the  Big  Board's  total  common  stock 
market  value  of  around  $564  billion 
—less  than  one-tenth  of  1%. 

"It's  the  old  story  of  the  king  kill- 
ing the  messenger  who  brings  bad 
news,"  says  Robert  K.  Golden,  Shear- 
son  Hammill's  frequently  bearish 
technology     analyst.     "You     have     to 


build  a  stronger  case  with  a  negative 
report.  People  don't  want  to  hear  it. 
You're    raining   on    their   parade." 

Maybe  this  is  why  so  few  people 
will  admit  to  being  anything  but  the 
mildest  teddy  type  of  bear.  Even 
Meyer  Berman,  whose  name  is  always 
first  on  everyone's  list  of  bears,  de- 
clines the  honor.  "I  don't  want  to  use 
the  word  bear,"  he  says  in  his  gen- 
tle, somewhat  sad  voice.  "I'm  a  fun- 
damentalist as  much  as  anything  else." 

Another  frequently  mentioned  bear 
is  Allen  Rudnick,  who  used  to  man- 
age the  then  $125-million  Oppenhei- 
mer  AIM  Fund  and  now  runs  a  small 
private  hedge  fund.  "I'm  an  optimist 
by  nature,"  claims  the  34-year-old 
Rudnick,  whose  portfolio  is  currently 
net  short  except  for  his  gold  stocks. 
"Temperamentally  it's  hard  for  me 
to  be  a  bear." 

Despite  this  protest  of  bullishness, 
Rudnick  is  convinced  that  the  worst 
of  the  bear  market  is  yet  to  come. 
Although  stocks  may  look  "cheap," 
Rudnick  anticipates  an  economic 
downturn  that  will  severely  squeeze 
profit  margins,  particularly  in  cycli- 
cal industries.  "Stocks  that  appear  to 
be  selling  now  at  six  times  earnings 
will  be  seen  to  have  been  selling 
at  12  times,"  he  says.  "In  addition, 
most  institutional  growth  stocks  have 
not    declined    enough    yet    to    make 


them    attractive  purchases." 

Only  one  money  manager  was 
proud  of  his  bear  label,  but  he  didn't 
want  his  name  attached  to  it.  So  let's 
call  him  Bruno.  Like  Rudnick,  Bruno 
runs  a  private  hedge  fund.  But  his, 
with  over  $15  million  in  assets,  is 
one  of  the  largest  in  the  country. 
"This  year  has  been  our  best  year 
percentagewise.  We're  up  30%  to  40% 
relative  to  the  Standard  &  Poor's 
index.  Moneywise,  our  best  year  was 
on  the  upside  in  1968,  when  we  more 
than  doubled  our  money." 

This  points  up  one  reason  why  few 
people  are  bearish:  The  profits  mount 
faster  on  the  way  up.  A  recent  study 
shows  Big  Board  prices  have  declined 
an  average  of  some  30%  in  bear  mar- 
kets, but  in  bull  markets  they  have 
almost  doubled.  This  is  nice  to  re- 
member, but  little  help  in  a  bear 
market  like  the  present  one. 

Even  Bruno  concedes  that  he  has 
to  work  hard  at  being  bearish:  "Peo- 
ple of  my  generation,  the  30-  to  40- 
year-olds,  grew  up  in  a  period  of  eu- 
phoria," says  he.  "Psychologically,  it's 
easier  to  be  bullish.  It  means  you  can 
believe  in  prosperity,  love,  full  em- 
ployment and  apple  pie." 

Bruno  also  mentions  another  psy- 
chological factor  that  keeps  people 
from  selling  short:  It's  a  strain  on  the 
nerves.  "Selling  long— just  plain  sell- 
ing—means you  liquidate  your  hold- 
ings. You  feel  reliei  at  getting  rid  of 
a  loser.  When  you  sell  short,  you  still 
have  the  stock  to  worry  about,  only 
now  you  worry  it's  going  to  go  up." 

He  speaks  from  bitter  experience. 
The  fund's  worst  year  was  1973, 
when,  says  Bruno,  "We  made  the  mis- 
take of  collecting  a  lot  of  high-multi- 
ple stocks  and  shorting  them.  We 
didn't  realize  how  far  the  banks 
would  take  the  top  tier.  Sears  was 
selling  at  35  times  earnings  when  we 
shorted  it.  The  banks  kept  it  up  and 
it  went  to  40."  So  Bruno  was  right, 
but  too  soon.  That  is  all  right  when  you 
are  long  on  stocks.  But  when  you  are 
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Legend  to  the  contrary,  the  stock 
market  has  never  been  kind  to  trad- 
ers. Jesse  Livermore  (above)  was  the 
greatest  trader  of  them  all,  as  com- 
fortable on  the  short  side  as  on  the 
long.  Yet  in  the  Great  Crash,  which 
should  have  been  a  golden  opportu- 
nity for  bears,  Livermore  was  wiped 
out  and  shot  himself  in  the  men's 
room  of  a  fashionable  New  York  hotel. 

short,  it  can  be  a  disaster;  you  must 
put  up  more  and  more  margin  while 
the  stock  is  rising. 

Since  that  time  Bruno's  fund  has 
concentrated  on  what  he  calls  the 
"deteriorating  fundamentals"  of  a  giv- 
en industry  rather  than  on  superhigh 
price/ earnings  ratios.  Foreseeing 
higher  interest  rates,  the  fund  shorted 
housing  and  building  stocks  early  in 
1973.  Last  fall  the  high  levels  of  con- 
sumer indebtedness  made  it  the  re- 
tailers' turn  to  feel  the  bear  claws. 
"Recently,  though,"  says  Bruno,  "the 


right  game  has  been  simply  to  short 
the  highs." 

Peter  Vlachos,  who  manages  the 
S223-million  Dreyfus  Leverage  Fund, 
is  another  successful  short-seller.  He 
says  he  has  always  made  money  on 
the  short  side  ever  since  the  fund  was 
started  in  June  1969.  In  1973  and 
1974,  says  Vlachos,  "our  return  on 
capital  has  been  astronomical  for  the 
money  we  put  into  shorts." 

Vlachos  defines  two  types  of  shorts/ 
based  either  on  "corporate  reality"  or 
"market  reality."  "A  Kodak  or  a  Bur- 
roughs is  basically  a  well-run,  well-fi- 
nanced company,"  he  says.  "When 
you  short  it,  you're  really  shorting  the 
market  reality.  You're  saying  the  mar- 
ket's perception  is  screwed  up.  On  the 
other  hand,  you  have  companies 
where  the  corporate  reality  stinks. 
The  financing  is  no  good,  manage- 
ment is  untested,  it  has  a  lot  of  com- 
petition or  questionable  products.  If 
the  market  gives  it  any  multiple,  even 
a  low  one,  you  still  sell  it  short." 

Then  there  are  market  flukes, 
movements  that  are  basically  emo- 
tional rather  than  economic.  "The  rally 
just  before  Nixon  resigned  was  a  real 
giveaway,"  says  Vlachos,  his  blue  eyes 
beaming  with  satisfaction.  "McDon- 
ald's opened  at  44,  up  from  40.  It 
didn't  see  44  again  that  day,  although 
it  closed  up  from  the  previous  day. 
We  obliged  the  people  who  wanted  to 
buy:  We  just  kept  putting  shorts  out." 

But  even  Vlachos  is  only  a  rela- 
tively small  bear.  Dreyfus  Leverage  is 
about  $8  million  short  with  some  80% 
of  its  assets  invested  long.  The  "lev- 
erage" part  of  Dreyfus  Leverage  is  a 
$90-million  credit  line  that  Vlachos 
hasn't  touched  so  far  this  year,  keep- 
ing it  as  a  kind  of  buying  reserve. 

"This  is  a  very  interesting  time  to 
go  long,"  says  Vlachos.  "There  are 
strong  legitimate  pockets  in  the  mar- 
ket where  people  should  be  buying. 
I'd  look  for  companies  with  internally 
generated  cash  for  expansion,  con- 
tinuing demand  for  their  products- 
even  assuming  a  consumer  slough-off— 
and  continuing  dividends."  Recently 
he  has  bought  a  few  regional  banks, 
some  casualty  insurance  companies, 
and  has  added  to  his  holdings  in  nat- 
ural resource  companies.  But  no  food 
companies.  "The  Government  is  go- 
ing to  be  watching  profits  in  foods," 
he  explains. 

As  the  interview  with  Peter  Vlachos 
ends,  the  phone  rings:  It's  Meyer  Ber- 
man  calling.  Later,  before  the  inter- 
view with  Allen  Rudnick,  the  recep- 
tionist is  putting  through  a  call  to 
Meyer  Berman.  Berman  is  probably 
the  best  known  bear  on  Wall  Street. 
His  lair,  a  small  suite  of  offices,  has 
the  atmosphere  of  a  cordial  mad- 
house. Nonstop  tape  cassettes  provide 


a  Muzakal  background  of  soothing 
folk  rock  or  spirited  classical  music. 
Colleagues  pop  in  and  out  of  the  two 
doors  on  either  side  of  a  large  aqua- 
rium full  of  tropical  fish.  "Swap  Po- 
laroid for  Motorola?"  one  broker  asks. 
"Yeah,"  says  Berman.  "Cover  Coke?" 
asks  another.  "No,"  Berman  replies, 
always  in  the  same  soft,  seemingly 
indifferent  voice. 

Berman,  who  manages  millions  of 
dollars  in  private  accounts  as  well  as 
advising  institutions,  made  news  this 
spring  when  he  announced  his  partial 
conversion  to  bullishness.  Some  say 
that  the  news,  not  the  switch,  was 
all  he  made,  but  Berman  insists  his 
bearish  image  is  exaggerated.  "I  don't 
start  out  mornings  with  the  premise 
that  the  world  is  coming  to  an  end, ' 
he  says,  lifting  a  forkful  of  lunchtime 
cottage  cheese.  "If  I  think  a  stock  is 
going  to  go  down,  I  short  it." 

Into  Bonds 

According  to  Berman,  "The  market 
should  have  turned  around  Dec.  8, 
1973.  It  was  pretty  much  sold  out 
then,  but  the  way  the  energy  crisis 
and  inflation  were  handled  kept  it 
from  turning.  I  guess  Nixon  had  other 
things  on  his  mind.  Now  we're  at  a 
point  where  people  are  indiscriminate- 
ly shorting,  including  some  great  cor- 
porations with  temporary  problems. 
Recently  I've  been  shorting  drug 
stocks,  but  I'm  not  happy  doing  it. 
You  might  still  catch  a  few  Texas  In- 
struments, but  the  meat  is  out  of  most 
of  the  short  side.  I  don't  have  to  be 
there  for  the  last  dollar." 

Although  Berman  ended  up  net 
long  for  1973,  one  of  the  few  times 
in  years  that  this  has  happened,  he  is 
not  rushing  out  to  buy  stocks.  "Right 
now  we're  locking  in  yields,"  hi1  says. 
"A  Federal  Home  Loan  bond  at  93 
partially  tax-exempt— it  s  fantastic!" 
When  he  recently  made  some  mone\ 
on  the  short  side,  he  put  it  into  bonds. 

Having  put  his  bearskin  in  the 
closet,  the  41-year-old  monej  man- 
ager is  now  predicting  a  market  turn 
sometime  within  the  next  lour  months. 
"The  problem  I  have  to  face.'  Ber- 
man adds  with  a  sigh,  "is  that  al- 
though I'm  tired  of  this  bear  market 
and  want  badly  for  stockl  to  go  up. 
how  do  I  know  I'm  not  rationalizing? 

"Still,"  he  continues,  "sometime.  I 
don't  know  exactly  when.  I  expert  I'll 
just  pack  it  in.  Coal  and  fertilizer  .ire 
where  I'd  look  for  growth.  We  Biaj 
be  going  into  bread-and-butter  times. 
Gold?  A  can  of  tuna  fish  would  be  a 
better  store  of  value.  Don't  laugh.  Von 
can  eat  tuna  fish." 

Really,  nobody  loves  ,(  pessimist 
Nobody  even  enjoys  bting  a  pessimist 
Even  in  the  worst  of  times,  nobod) 
hugs  a  bear.  ■ 
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Farmers  In  Hock 

Who  is  making  money  out  of  inflation?  The  farmer? 

Maybe,  but  the  "prosperity" 

is  pushing  him  deeper  and  deeper  into  debt. 


Bankers  and  businessmen  aren't  the 
only  ones  facing  a  liquidity  squeeze. 
For  all  their  recent  prosperity,  the 
nation's  3  million  or  so  farmers  could 
find  themselves  in  worse  shape  than 
the  businessmen. 

Three  years  ago  farmers  owed  some 
$62  billion,  for  an  average  indebt- 
edness of  about  $21,000.  By  the  end 
of  this  year,  the  figure  will  increase 
by  about  50%,  to  $95  billion,  and 
the  average  farmer  will  be  in  debt  by 
more  than  $33,000.  While  farm  prof- 
its this  year  will  be  double  what  they 
were  in  the  Sixties— $27  billion  on 
gross  income  of  over  $100  billion- 
many  farmers,  like  many  business- 
men, are  perishing  of  prosperity. 

What  is  happening?  Why  should 
farmers  be  sinking  deeper  and  deeper 
into  debt  at  a  time  when  farm  prices 
are  sky-high?  For  the  same  reason 
corporations  are  head-over-heels  in 
debt  at  a  time  when  their  profits  and 
sales  are  at  record  highs.  The  reason 
is  inflation  and  scarcity.  The  cost  of 
staying  in  business  has  risen  so  fast 
that  it  cannot  be  financed  out  of  prof- 
its. Everybody,  therefore,  has  to  run 
to  the  banks.  You  have  high  profits 
and  low  liquidity. 

This  year's  drought  has  only  ex- 
acerbated the  situation. 

The  price  of  the  things  the  farmers 
must  buy  has  risen  at  a  horrendous 


rate.  Fertilizer  is  up  almost  60%  in  a 
year;  machinery,  15%;  interest,  14%; 
cropland  itself,  25%.  Worse,  substan- 
tial increases  are  expected  across  the 
board.  All  this  requires  financing. 

As  the  cost  of  producing  crops  al- 
most doubled  during  the  last  few 
years,  many  farmers  were  compelled 
to  borrow  $100,000  to  $200,000  to 
stay  in  business,  and  then  pray  that 
price  increases  in  the  commodity  pits 
would  bail  them  out.  Many  are  win- 
ning big;  but  many  are  also  losing  big. 
Sugar,  potato  and  cotton  farmers,  to 
name  a  few,  are  driving  around  in 
new  Cadillacs.  But  some  cattle,  poul- 
try and  dairy  farmers  are  hitchhiking 
to  town  to  look  for  work. 

Everywhere  the  farmer  turns,  there 
is  uncertainty.  Not  just  the  old  worries 
about  too  little  or  too  much  rain,  but 
questions  about  fertilizer  shortages, 
exports,  lack  of  price  supports  and  re- 
serves, interest  rates  and,  above  all, 
volatile  commodity  prices.  An  Iowa 
farmer  says  in  awe:  "It  used  to  be 
that  commodity  markets  went  up  and 


down  25  cents  a  week;  now  they 
go  up   and   down   $1   to   $3   a   day." 

Even  big  corporate  farmers  aren't 
immune.  Howard  P.  Marguleas,  presi- 
dent of  the  agricultural  marketing 
subsidiary  of  $4-billion-sales  Tenneco, 
says:  "Our  risks  are  up  70%  to  100% 
.  .  .  over  the  past  five  years.  And  the 
stakes  of  playing  have  doubled.  .  .  ." 

Chief  Economist  Donald  Paarlberg 
of  the  U.S.  Department  of  Agricul- 
ture sums  it  up:  "I  have  never  seen 
anything  to  match  the  instability 
manifesting  itself  in  major  sectors  of 
the  agriculture  economy  over  the  past 
year  or  so." 

Haunted  by  memories  of  foreclo- 
sures in  the  Thirties,  the  average  U.S. 
farmer  has  been  an  extremely  cau- 
tious borrower  until  recently.  But  to- 
day a  600-acre  farm,  which  is  some- 
what bigger  than  average,  requires 
around  $850,000  in  capital.  By  1980 
it  will  require  over  $1  million.  Farmers 
will  have  to  borrow,  like  it  or  not. 

Still,  around  half  the  farmers  have 
no  debt  to  speak  of.  But  the  other 
half  are  plunging  into  debt,  spurred 
both  by  necessity  and  by  dreams  of 
making  a  big  killing  on  tomorrow's 
even  higher  food  prices.  The  heavily 
leveraged  farmers,  particularly  new- 
comers and  the  larger  corporate  op- 
erators, are  leaving  themselves  little 
room  to  maneuver  if  farm  receipts  sud- 
denly sour  rather  than  soar. 


Cattleman  Clarence  Kooima  of  Brock  Valley,  la.:  "We're  at 

a  critical  time  ...  I'm  afraid  that  we  may  lose  so  much  choice  beef 

that  it  will  be  hard  to  find.  Consumers  will  just  have  to  go  without  beef. 


Banker-Farmer  Jack  Paulson  (right) 

of  Freemont,  Neb.:  "Soybeans 

went  up,  and  the  speculators  got 

into  the  market.  There  is  no  glamour  in 

your  stock  market ...  so  I  think 

all  your  big  speculators  got  into 

the  commodity  market." 

Dairy  Farmer  Richard  Harris  (left) 
of  Culpepper,  Va. :  "Right  now  we're 
trying  to  decide  whether  to  sell  our 
cows  at  today's  cheap  price  and 
then  sell  our  corn  at  a  big  price. 
That  might  be  better  than  running 
the  corn  through  our  cows  and  mar- 
keting it  in  the  form  of  milk." 
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Agricultural  Economist  Gary  Ben- 
jamin of  the  Federal  Reserve  Bank 
warns:  "Farmers  haven't  faced  a  real- 
ly bad  year  carrying  this  kind  of  debt 
load.  Right  now  many  farmers  are 
being  gripped  by  a  severe  cost-price 
squeeze,  and  it  could  get  worse." 

Cattle-feeder  Wayne  Luther  is  one 
of  those  in  the  vise.  Over  the  past 
25  years,  the  lean  but  muscular  farm- 
er of  48  has  built  up  a  $1.2-million 
operation,  which  includes  $250,000 
worth  of  equipment  and  other  assets 
that  he  owns  free  and  clear.  But  this 
year  he  stands  to  lose  around 
$125,000-half  his  life's  savings. 

Standing  with  Luther  in  his  ma- 
chine shed  on  his  farm  in  Dodge 
County,  Neb.,  his  banker,  Jack  Paul- 
son of  the  Freemont  National  Bank, 
told  Forbes:  "Wayne  says  that  if  he 
has  to,  he'll  pledge  the  pickup  truck 
or  the  tractor  or  the  farm.  He's  just 
putting  everything  that  he  has  earned 
for  25  years  on  the  line." 

Luther  nodded  in  agreement,  but 
then  allowed  as  how  betting  every- 
thing to  stay  in  business  one  more 
year  "makes  me  a  little  bitter."  He 
said:  "I  don't  think  there  is  anything 
more  unstable  than  this  business.  .  .  . 
There's  a  guy  in  Wisner.  He  went 
broke,  and  they  are  pushing  his  silos 
and  feed  bunkers  down  with  a  bull- 
dozer and  burying  them." 

But  then  he  brightened:  "I  really 
believe  that  if  a  person  can  stay  in 
the  cattle-feeding  business  in  the  next 
two  years  he'll  have  a  chance  to  make 
some  good  money.  It's  just  going  to 
take  a  lot  of  nerve-racking  days." 

Banker  Paulson,  who  knows  a  num- 


ber of  men  in  similar  straits,  says  that 
the  good  managers  like  Luther  will 
survive  one  bad  year:  "But  if  you 
get  two  of  these  bad  years  back-to- 
back  .  .  .  then  you  will  have  a  num- 
ber of  farmers  who  just  won't  have 
the  assets  or  the  borrowing  power 
to  hang  on." 

Fat  Losses 

While  farm  expenses  will  be  up  an 
estimated  $11  billion  to  $12  billion 
across  the  board  this  year,  prices  are 
up  for  only  some  types  of  farmers.  The 
fortunate  ones  include  those  growing 
high-priced  grains,  soybean  and  corn. 
Providing,  that  is,  that  their  crops 
were  spared  by  this  summer's 
drought  in  the  Midwest,  which 
helped  boost  prices.  The  unfortunate 
include  those  raising  cattie,  hogs  and 
poultry.  They  were  forced  to  buy 
those  expensive  feed  grains,  while  the 
market  price  of  livestock  and  milk 
dropped  sharply  from  last  year's  highs. 

Catde-feeders  are  perhaps  the  worst 
hit.  They  buy  600-pound  steers  from 
ranchers,  fatten  them  to  1,000  to 
1,200  pounds,  usually  on  corn  (the 
principal  feed  grain),  and  sell  them 
to  meat  packers.  Today  the  feeders 
are  stuck  with  the  worst  of  circum- 
stances. Last  year  they  paid  record- 
high  prices  of  up  to  65  cents  a  pound 
for  heifers,  and  now  they  are  shell- 
ing out  close  to  record  prices  of 
around  $3.50  a  bushel  for  corn  feed, 
with  seven  or  eight  pounds  of  grain 
producing  only  one  pound  of  beef. 
But  there's  no  way  for  prices  to  keep 
pace  with  costs  like  that.  Today  the 
feeders  are  only  getting  46  cents  a 


pound  at  market;  as  a  rule  of  thumb, 
tack  on  another  $1  and  you  pay  about 
$1.46  a  pound  at  the  store.  Some 
feeders  claimed  they  lost  up  to  $200 
on  each  steer  they  fattened.  By  ear- 
ly September,  however,  with  rising 
cattle  prices  these  losses  were  sharp- 
ly narrowed. 

Says  the  foreman  of  a  Texas  cat- 
tle-feeding operation:  "A  lot  of  people 
will  be  making  payments  to  the  banks 
Tor  the  rest  of  their  lives." 

The  city  slickers  who  put  some  $1.5 
billion  into  cattle-feeding  programs 
ended  up  with  a  bigger  tax  shelter 
than  they  bargained  for;  this  year 
they  lost  all  their  profits  of  the  last 
five  years  plus  their  original  equity. 

A  veteran  catde-feeder,  however, 
is  quick  to  note  that  it  isn't  only  so- 
called  sophisticated  investors  or  new- 
comers who  got  hurt.  He  says: 
"There's  a  lot  of  old-timers  in  busi- 
ness 20  years  .  .  .  that  took  the  bust." 

Last  July  Congress  passed  a  $2- 
billion  livestock  guaranteed  loan  pro- 
gram to  help  operators  get  more  bank 
credit.  But  for  some,  it's  too  late. 

Even  in  the  booming  grain  mar- 
kets everyone  is  not  making  a  killing. 
Ask  the  midwestern  corn  farmers  who 
saw  a  good  portion  of  their  crop  de- 
stroyed by  drought.  Says  a  Nebraska 
banker,  "A  number  of  farmers  have 
asked  me  how  to  go  about  filing  per- 
sonal bankruptcy." 

In  agriculture  as  in  business,  a  good 
many  people  seem  to  be  going  broke, 
not  because  business  is  bad  but  be- 
cause it  is  too  good.  Which  is  another 
way  of  saying  that  inflationary  pros- 
perity is  illusionary  prosperity.  ■ 


The  New  Green  Revolution 


You'll  never  guess  who  has  been 
mucking  up  the  bond  markets  lately. 
It  wasn't  giant  American  Telephone  & 
Telegraph  or  New  York  City  or  even 
the  U.S.  Government.  It  was  the  farm- 
ers. Seems  the  farmers  have  gained 
control  of  their  own  private  banking 
system,  four  cooperative  lending  in- 
stitutions known  as  the  Farm  Credit 
System  with  assets  of  $25  billion. 

At  a  time  of  unprecedented  credit 
demands  and  soaring  interest  rates, 
the  farm  outfits  siphoned  more  than 
an  average  $1  billion  a  month  from 
overburdened  capital  markets. 

At  least  they  were  until  June  when 
concerned  Federal  Reserve  Bank  of- 
ficials called  in  E.A.  Jaenke,  governor 
of  the  Farm  Credit  Administration,  for 
a  heart-to-heart  talk.  Jaenke  immedi- 
ately told  his  regional  branches  to 
simmer  down  and  begin  "to  scrutinize 
loans  more  intensively  to  see  that  they 
were  going  stricdy  for  productive  pur- 
poses,"   rather    than    for    speculative 


land    and   commodity    futures    deals. 

Speculative  excesses,  however,  ex- 
plain only  part  of  the  massive  farm 
borrowing.  In  addition,  the  Farm 
Credit  System— which  includes  the 
Production  Credit  Association,  Fed- 
eral Intermediate  Credit  Banks,  Fed- 
eral Land  Banks  and  Bank  of  Cooper- 
atives—has become  far  more  aggres- 
sive, particularly  since  the,  1971 
Farm  Credit  Act  wiped  out  a  lot  of 
old  government-imposed  restraints. 

When  the  System  was  started  in 
1916,  it  was  capitalized  and  tightly 
scrutinized  by  the  U.S.  Government. 
But  through  the  years  it  has  evolved 
into  a  more  or  less  standard  lending 
operation  that  is  owned  100%  by  its 
borrowers  (as  are  mutual  savings  & 
loan  associations).  In  effect,  the  Sys- 
tem is  self-sustaining.  During  this 
fiscal  year,  ended  June  30,  it  lent  $25 
billion,  to  account  for  about  25%  of 
all  farm  lending. 

Commercial  banker  Lindley  Finch 


of  Chicago's  Continental  Illinois  Bank 
says:  "They  [the  four  leading  co-ops] 
have  been  willing  to  make  loans  where 
some  commercial  banks  were  more 
timid.  As  farmers,  they  understand 
farmers.  Their  track  record  so  far  has 
been  quite  good." 

But  what  would  happen  if  the  risk- 
prone  farm  economy  went  from  boom 
to  bust  as  it  has  in  the  past?  How  wise 
would  that  aggressive  lending  look 
then?  Already,  there  has  been  a  shake- 
out  in  the  livestock  sector,  and  the 
Production  Credit  Association  lias 
been  left  holding  the  (burlap)  bag. 
Unlike  big  commercial  banks,  the 
co-ops  lack  diversified  portfolios.  In- 
deed, many  PCAs— which  operate  as 
retail  banks— depend  on  only  one  or 
two  local  crops  or  farms  of  livestock. 
Partly  offsetting  that  lack  of  diversity, 
all  PCAs  share  losses  to  some  extent. 

Leverage    and    aggressiveness    are 
good,  to  a  point.  If  overdone,     tli 
could  lead  to  agri-vation. 
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Is  Our  Cupboard  Bare? 

In  arguing  for  renewed  U.S.  stockpiling  of 
metals,  the  industry  cites  inflation.  But  it  is 
really  worried  about  deflation. 


U.S.  metal  stockpiles  are  way 
down.  Is  the  Republic,  thereby,  in 
danger?  From  March  1973,  the  Nix- 
on White  House  sold  over  $2  billion 
worth  of  strategic  minerals  and  met- 
als from  the  U.S.  Government  stock- 
pile, five  times  the  average  annual 
sales  that  took  place  in  the  Kennedy 
and  Johnson  years. 

The  sales  blitz  helped  reduce  the 
gaping  budget  deficit.  But  was  it  wise 
leaving  the  stockpile  without  any 
nickel,  with  under  a  day's  supply  of 
aluminum,  three  days'  of  copper  and 
—compared  with  earlier  times— only  a 
smidgin  of  zinc  and  lead? 

The  U.S.  relies  heavily  on  foreign 
sources;  we  import  at  least  75%  of 
nine  key  items,  such  as  nickel,  tin 
and  tungsten,  and  almost  100%  of  an- 
other seven,  including  bauxite,  metal- 
lurgical chrome  and  palladium,  es- 
sential for  the  aluminum,  steel  and 
auto  industries.  What  if  our  suppliers 
turn  hostile?  Or,  like  Kuwait  in  oil, 
try  to  gouge  us? 

Mining  men  are  arguing  the  U.S. 
should  use  any  price  weakness  to  ex- 
pand the  stockpile  again.  Next  month 
in  Las  Vegas  the  American  Mining 
Congress  will  launch  a  campaign  for 
what  it  calls  a  Capital  Federal  Stock- 
pile Corp.  This  stockpile  corporation 
would  be  modeled  closely  on  the  po- 
litically independent  Federal  Reserve 
Board  and  use  government  money  for 
building  t  and  administering  a  new 
stockpile.  It  would  serve  economic 
rather  than  military  needs,  explains 
Mining  Congress  President  J.  Allen 
Overton,  enabling  the  U.S.  to  thwart 
any  foreign  nation  that  tries  price 
gouging  or  embargoes.  Such  an  idea 
does  not  lack  support  in  Washington. 
On  Capitol  Hill,  Library  of  Congress 
metals  expert  Franklin  Huddle  has 
counted  over  380  bills  on  metals  and 
minerals,  indicating,  he  says,  "the 
level  of  political  concern."  The  Senate 
already  has  passed  a  bill  expected  to 
be  enacted  before  the  year's  end 
that  could  pave  the  way  in  1975  for 
just   such  a  corporation   and  another 


round  of  mineral  stockpiling. 

But  the  real  question  is :  How  much 
good  would  such  stockpiles  really  do? 
Their  appeal  to  the  mining  industry  is 
obvious.  Right  now  metals  prices  are 
sky-high,  but  weakness  is  showing  up 
here  and  there.  Copper  recently  sold 
at  78  cents  on  the  London  Metals  Ex- 
change, vs.  a  U.S.  producer  price  of 
86  cents.  If  the  current  inflation 
ends  up  in  massive  deflation,  the  met- 
als industry's  recent  boom  could  turn 
quickly  into  bust.  The  industry  still 
remembers  fondly  the  heavy  stockpil- 
ing of  the  Fifties,  which  enabled  pro- 
ducers to  expand  without  risk  of  over- 
production. Senator  Mike  Mansfield 
has  been  among  those  politicians  most 
active  in  warning  against  the  danger- 
real  or  imagined— of  depleted  stock- 
piles. Significantly,  Mansfield  repre- 
sents Montana,  a  mining  state. 

What  are  the  facts?  How  depleted 
are  our  stockpiles?  How  real  is  the 
need  for  metals  stockpiling?  To  find 
out,  Forbes  did  some  checking  on  its 
own.  Here's  what  we  found: 

It  is  true  there  is  no  aluminum 
stockpiled,  but  there  are  14  million 
tons  of  bauxite,  sufficient  to  keep  all 
U.S.  aluminum  smelters  busy  for  13 
months.  Jamaica,  our  major  supplier, 
which  desperately  needs  the  revenues, 
has  raised  taxes  and  levies  sevenfold, 
but  it  has  yet  to  gain  action  on  an  ef- 
fective bauxite  cartel  and  has  only 
modestly  affected  aluminum's  price. 

What  about  copper?  Some  95%  of 
domestic  needs  are  handled  by  U.S. 
mines  and  the  recycling  of  scrap. 
With  producers  like  Chile  and  Zambia 
seeking  to  expand  output,  copper  is 
unlikely  to  become  scarce. 

Although  U.S.  zinc  imports  soared 
to  over  50%  of  domestic  needs  because 
pollution  controls  made  half  of  the 
domestic  smelters  too  costly  to  op- 
erate, increased  world  demand  for 
zinc  has  raised  prices  to  the  point 
where  firms  like  American  Smelting  & 
Refining  and  New  Jersey  Zinc  are 
readying  plans  for  new,  big  smelters 
in  the  U.S.  Not  much  danger  to  zinc. 


Nickel?  The  U.S.  relies  for  most  of 
its  nickel  on  Canada;  Canada,  Aus- 
tralia and  South  Africa  supply  over 
two-thirds  of  U.S.  mineral  imports 
( oil,  of  course,  excepted ) .  While  they 
might  well  insist  on  higher  prices  and 
more  local  smelting,  Canada  and  Aus- 
tralia aren't  likely  to  ban  exports. 

Add  all  the  figures,  and  it's  clear 
that  the  great  Nixon  sell-off  didn't 
leave  the  cupboard  dangerously  bare. 
The  stockpile  is  still  worth  over  $7 
billion  and  has  a  wide  assortment  of 
metals,  including  some  45  months' 
\/ supply  of  metallurgical  chrome,  15 
months'  of  palladium,  28  months'  of 
manganese  and  91  months'  of  tung- 
sten. Anybody  still  worried? 

What  about  the  argument  that  a 
stockpile  can  be  an  economic  tool  to 
roll  back  commodity  prices  and  re- 
duce inflation?  Didn't  President  John- 
son do  that  by  threatening  to  dump 
part  of  the  old  copper  stockpile? 

Beyond  Control 

Yes,  but  in  the  Sixties  inflation  was 
2%  to  4%.  The  evidence  is  that  the 
same  technique  just  won't  work  with 
12%  to  14%  inflation.  Look  what  hap- 
pened with  tin.  Since  1953  seven  pro- 
ducing and  22  consuming  countries 
(but  not  the  U.S.)  have  signed  the 
International  Tin  Agreement  to  set 
up  a  buffer  stockpile.  As  prices  rose, 
the  stockpile  was  sold.  As  prices  fell, 
it  was  replenished.  For  20  years  ev- 
erything went  according  to  plan. 

But  when  galloping  inflation  hit, 
the  agreement  collapsed.  Tin  prices 
have  soared,  from  $1.80  to  above 
$4  a  pound.  All  the  buffer  stock  is 
gone,  plus  a  good  wedge  from  the 
U.S.  stockpile,  and  what  was  once  the 
Tin  Agreement's  ceiling  price  is  now 
its  floor. 

Did  dumping  $2  billion  worth  of 
minerals  and  metals  from  the  U.S. 
stockpile  curb  inflation  last  year? 
Hardly  enough  to  notice. 

You  can  make  a  case,  a  strong  case, 
for  international  action  to  stabilize 
raw  materials  prices.  Such  action 
could  benefit  both  users  and  produc- 
ers of  metals.  But  how  can  one  argue 
at  a  time  like  this  for  unilateral  U.S. 
spending  to  shore  up  metals  prices  in 
the  face  of  deflationary  pressures? 
Involving  as  it  does  additional  gov- 
ernment spending,  stockpiling  is  going 
to  increase  inflationary  pressures  rath- 
er than  lessen  them.   ■ 
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Just  What 

The  Doctor  Ordered? 


Here's  a  company  that  is  debt-free,  recession- 
resistant  and  immensely  profitable.  Its  secret: 
It  persuades  the  customer  to  pay  extra  for  its  products. 


Is  this  smallish,  old  Iowa  company 
the  wave  of  the  corporate  future? 

Sales  in  its  industry  are  way  off  this 
year,  hut  its  unit  sales  are  up. 

The  company  is  deht-free  and 
loaded  with  cash. 

Even  though  it  is  a  growth  com- 
pany, it  pays  substantial  dividends— 
79%  of  earnings. 

just  the  prescription,  it  would  seem, 
for  getting  through  a  period  of  reces- 
sion, inflation  and  credit  squeeze. 

You've  heard  of  the  company.  It  is 
the  Maytag  Co.  of  Newton,  la. 

Maytag  may  be  the  wave  of  the 
future  in  yet  another  way.  It 
makes  what  almost  everybody— in- 
cluding Consumer  Reports— considers 
to  be  among  the  best  home  laundry 
and  kitchen  equipment  made  in  the 
U.S.  today.  It  is  also  the  most  expen- 
sive: A  typical  Maytag  automatic 
washer  sells  at  retail  for  $300;  an 
equivalent  General  Electric  washer 
sells  for  $250. 

All  the  indications  are  that  Ameri- 
cans are  becoming  less  novelty-con- 
scious and  more  quality-conscious. 
In  a  way,  they  have  no  choice.  With 
things  costing  more,  they  have  to  last 


longer.  This  situation  seems  ready- 
made  for  Maytag. 

Just  look  at  the  figures.  Unit  sales 
of  automatic  washers  in  the  U.S.  were 
off  4.5%  in  the  first  half;  but  Maytag's 
unit  sales  were  up.  Aided  by  two 
price  increases,  Maytag's  sales  rose 
7.5%  in  the  first  half  of  1974.  Earn- 
ings per  share  held  about  steady  at 
92  cents,  vs.  94  cents  in  1973.  To 
put  these  earnings  into  perspective, 
Maytag  last  year  earned  a  return  of 
31%  on  stockholders'  equity— one  of  the 
best  in  all  of  U.S.  industry. 

This  isn't  a  one-shot  performance 
for  the  smallish  appliance  manufac- 
turer. Except  in  1971,  when  it  took 
a  five-month  strike,  Maytag's  earnings 
have  increased  steadily  over  the  past 
ten  years,  uninterrupted  either  by  re- 
cession or  by  the  increasingly  rough 
competition  in  its  industry.  "When  the 
appliance  market  is  difficult,  we  tend 
to  gain  market  share.  When  it's  really 
swinging,  we  hold  our  own."  So  says 
Maytag's  president  and  chief  execu- 
tive, Daniel  Krumm. 

Maytag  is  by  no  means  the  big- 
gest. Its  sales  last  year  were  just  $227 
million.    By   contrast,    General    Elec- 


tric's  kitchen  and  laundry  appliance 
sales  were  $1.7  billion,  Whirlpool's 
$1.3  billion.  Westinghouse  Electric 
succeeded  in  losing  money  on  appli- 
ance sales  far  bigger  than  Maytag's. 

Maytag  is  not  a  factor  in  the  new- 
home  market,  where  builders  prefer 
to  deal  with  bigger  manufacturers 
who  will  shave  their  prices.  Its  typi- 
cal customer  is  middle-aged,  with  a 
stable  income;  the  woman  has  fre- 
quently had  prior  experience  with  a 
cheaper  machine  that  gave  her  trou- 
ble. The  second  time  around  she  pre- 
fers to  pay  a  premium  for  trouble- 
free  performance. 

Says  President  Krumm:  "Consum- 
erism works  to  our  advantage." 

Maytag's  higher  prices  partly  re- 
flect its  wage  structure.  It  pays  the 
highest  wages  in  its  industry,  $5.45 
an  hour  on  the  average.  But  the  price 
also  contains  an  extra  margin  of  prof- 
it. This  comes  in  mighty  handy  in  a 
period  of  rising  costs  like  the  present. 


An 

American 

Beauty 

Illinois  Tool 
may  not  be 
glamorous,  but 
it  sure  is  smart. 

From  its  name,  Chicago's  Illinois 
Tool  Works  sounds  like  another  small- 
ish midwestern  machinery  manufac- 
turer. In  fact,  it  is  a  most  unusual 
company.  It  ranked  last  year  in  that 
minority  of  U.S.  companies  that 
earned  20%  on  capital. 

There  is  nothing  very  exciting 
about  Illinois  Tool's  product  lines.  Its 
chief  products  are  screws,  fasteners, 
nuts  and  washers,  which  sell  on  av- 
erage for  well  under  a  penny  each. 
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They  account  lor  about  half  of  sales, 
which  last  year  were  just  short  of 
$200  million.  Packaging  products 
make  up  another  19%,  switches  and 
small  electronic  components  16'/  and 
cutting  tools  and  small  gears  15%. 

Why  is  Illinois  Tool  so  profitable? 
Because  it  is  an  almost  classic  case 
of  intelligent  specialization  in  an  era 
of  conglomeration  and  diversification. 

Its  products  go  into  almost  every 
item     ou  can  think  of.  "We  arc  very 


happy  because  we  have  a  lot  of  small 

things    going    on    aiound     line.'    sa\s 

Chairman  Silas  Cathcart  Smallness  is 
a  byword  at  Illinois  Tool. 
Its  25   Factories   in   the   U  S.   and 

abroad  are  generally  limited  to  no 
more  than  400  employees  Some  ol 
them  service  1,000  or  more  customers 

and  work  like  job  shops.  Illinois  Tool's 
biggest  single  product    is  the  piece  ol 
plastic    used    to   cair\    si\     and    eight 
packs    of    cans.    Tins    was    an    innOVfl 
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As  one  security  analyst,  Ullrich 
Klamm,  points  out,  "If  your  pretax 
margins  go  down  by  2%  because  of 
cost-price  squeeze,  and  like  Maytag 
you  have  operating  margins  of  25%, 
it  doesn't  really  matter  that  much. 
If  your  margin  is  10%,  as  at  Whirl- 
pool, your  profits  are  off  20%." 

Maytag's  whole  approach  is  re- 
freshingly old-fashioned.  There  is  no 
periodic  model  change  in  Maytag's 
line,  something  almost  unheard  of  in 
the  appliance  industry.  Instead,  the 
company  puts  its  design  money  into 
simplifying  its  products,  making  them 
more  reliable  and  earning  them  the 
appliance  industry  nickname  of  "the 
gudess  wonders." 

Says  Krumm,  a  precise  man  who 
speaks  with  a  pronounced  Iowa 
twang:  "We  are  seldom  the  first  in 
the  market  with  a  new  type  of  appli- 
ance. We  want  to  be  sure  that  there's 
a  market  there,  and  we  want  to  be 
able    to    make    a   significandy   better 


product."  For  example,  the  company 
waited  until  1966  before  it  came  out 
with  an  automatic  dishwasher,  some 
30  years  after  the  first  one  came  on 
the  market.  "It  took  us  that  long  be- 
fore we  could  make  a  dishwasher  that 
was  better  than  anyone  else's," 
Krumm  says. 

That  dishwasher  is  now  the  fast- 
est-growing part  of  Maytag's  line,  at 
a  time  when  industrywide  shipments 
of  dishwashers  are  off  6%.  Unlike 
washers  and  dryers,  for  which  most 
of  the  orders  come  from  the  replace- 
ment market,  dishwashers  have  sev- 
eral years  of  growth  in  demand  ahead 
of  them. 

Maytag's  caution  extends  to  its  pro- 
duction methods.  While  it  has  a  very 
modern  plant,  the  machinery  and 
techniques  have  all  been  proved  else- 
where, at  someone  else's  expense.  "We 
try  not  to  pioneer  new  production 
processes,"  says  Krumm. 

Conservative?  The  company   man- 


aged to  stay  out  of  debt  even  during 
the  Depression.  Today  it  has  over  $40 
million  in  cash  and  securities— one- 
third  of  its  total  assets.  Its  high  return 
on  equity  has  been  achieved  without 
any  leverage  at  all. 

When  the  board  of  directors  de- 
cided earlier  this  year  to  go  ahead 
with  a  75%  expansion  in  Maytag's 
production  capacity,  it  didn't  have 
to  worry  about  the  interest  cost.  The 
whole  five-to-eight-year,  $50-million 
program  will  be  paid  for  out  of  mon- 
ey in  the  bank  and  with  cash  flow. 

Yet  Maytag's  enviable  liquidity  has 
not  been  at  the  expense  of  dividends. 

Krumm  sums  up  the  whole  success 
story  with  one  phrase:  "We're  never 
going  to  be  the  biggest,  so  we  have 
to  be  the  best."  Not  a  bad  motto. 
Too  bad  more  corporate  managements 
didn't  do  things  Maytag's  way  instead 
of  going  for  growth  at  any  cost  and 
ending  up  with  piles  of  debt  and  a 
shaky  future.   ■ 


tion  the  company  stumbled  into  in 
the  early  1960s.  Other  unusual  Illinois 
Tool  products  include  Sems,  pre-as- 
sembled  washers  and  screws;  Keps, 
shafceproof  washers  and  nuts  and 
Teks,  self-screwing  screws  that  drill 
their  own  holes  as  well  as  cut  their 
own  threads. 

"Our  guys  get  an  idea,  no  matter 
how  big,  and  we  let  them  go,"  says 
Cathcart.  "Here's  how  we  got  the 
plastic  can  carrier:  First  we  tried 
holding  cans  with  metal.  It  cut  fingers, 
bent  the  cans.  The  idea  was  still  good. 
We  tried  plastic.  Got  a  new  product 
and  a  new  division." 

That  is  the  way  Illinois  Tool  has 
always  grown.  It  was  founded  in  1912 
by  four  brothers  named  Smith  and 
two  toolmakers  from  Rockford,  111. 
They  began  making  cutting  tools, 
now  less  than  15%  of  sales  and  ex- 
panded into  fasteners.  Although  the 
company  now  has  some  4,000  stock- 
holders, the  descendants  of  the  found- 
ers still  own  nearly  half  of  the  com- 
pany; Edward  Byron  Smith,  chairman 


of  Chicago's  big  Northern  Trust  Co. 
and  a  descendant  of  the  founders,  sits 
on  the  board  of  directors. 

At  the  moment,  1974  looks  even 
better  than  1973  for  Illinois  Tool.  Its 
sales  rose  18%  in  the  first  half— and 
not  all  of  the  increase  was  from  high- 
er prices.  On  this  sales  gain,  earnings 
increased  32%,  to  95  cents  per  share. 
However,  Chairmari  Cathcart  empha- 
sizes at  the  moment.  The  economy 
is  so  iffy  right  now  that  he  will  make 
no  predictions.  The  trouble  is  that 
Illinois  Tool's  product  line  is  so  broad 
that  it  is  a  mirror  image  of  the  econ- 
omy. Its  customers  represent  just 
about  every  consumer  durable  prod- 
uct area.  They  won't  order  on  a  lead 
time  of  more  than  60  or  90  days. 

"You  tell  me  where  the  economy 
is  going  for  the  next  three  years,  and 
I'll  tell  you  where  we're  going,"  Silas 
Cathcart  says.  Right  now  he  is  more 
than  a  little  nervous  about  a  down- 
turn. "Customers  who  backlogged  or- 
ders earlier,"  he  says,  "could  then 
tell  us  they  don't  want  deliveries  for 


another  two  or  three  months." 

Everyone  ordered  up  when  steel 
and  plastic  shortages  hit  last  year.  In 
such  an  atmosphere,  Illinois  would 
usually  get  long  production  runs  and 
cut  costs.  But  now  rising  costs  of 
raw  materials  and  labor  are  offsetting 
efficiencies.  For  example,  Illinois  Tool 
cut  its  prices  on  its  plastic  can  car- 
riers last  year.  This  year  they  were 
raised  12%. 

"I  just  don't  kn  iw  how  you  can 
hedge  against  an  inflation  like  this," 
says  Cathcart.  "We'll  just  have  to  go 
on  doing  what  we  have  been  doing, 
and  doing  it  better  and  hoping  that 
this  will  bring  prices  down  after  a 
while." 

A  smart  little  company  like  Illinois 
Tool  is  not  going  to  collapse  with  a 
recession:  It  has  almost  no  debt, 
plenty  of  cash,  a  high  reputation  for 
quality  and  excellent  profit  margins. 
But  what  its  boss  is  saying  is  this: 
When  inflation  really  bites,  there  is 
no  place  to  hide,  not  even  for  a  com- 
pany like  this.  ■ 
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A  Specter  At  The  Feast 

After  56  years  of  waiting,  Joe  Routh  has 
had  six  months  of  triumph.  Will  the  United 
Mine  Workers  spoil  the  payoff? 


I'm;  mii.itanck  of  the  coal  miners 
has  cast  a  deep  pall  over  the  opti- 
mism that  until  recently  permeated 
the  coal  industry.  But,  at  80  and  after 
58  years  in  the  business,  Joseph  T. 
Houth  has  been  there  before.  To  him, 
the  future  still  looks  glittering.  To 
hear  him  talk,  a  coal  mine  is  a  good 
deal  more  valuable  than  a  gold  mine. 
Especially  a  coal  mine  belonging  to 
his  Pittston  Co. 

"If  coal  is  king  again— and  it  is— 
then  metallurgical  coal  is  emperor," 
Routh  says,  mentioning  that  Pittston 
owns  1.5  billion  tons  of  coal  reserves, 
most  of  it  metallurgical. 

"In  fact,"  Routh  goes  on,  "if  Pitts- 
Ion's  income  only  doubles,  I'd  be  so 
ashamed  I'd  leave." 

Those  are  bold  words,  because 
Pittston,  the  largest  independent  coal 
company  in  the  U.S.,  has  had  poor 
earnings  in  the  past  few  years.  After 
hitting  $2.05  in  1971,  its  earnings 
dropped  to  $1.39  the  next  year  and 
moved  up  only  a  few  pennies  last 
year.  The  trouble  was  that  a  slow- 
down in  the  steel  industry  had  de- 
pressed the  market  for  Pittston's  coal. 

Until  the  labor  troubles  loomed,  all 
that  seemed  behind  Pittston.  In  the 
first   quarter   of   this    year   it   earned 

Routh  of  Pittston 


double  the  net  of  first-quarter  1973. 
And  in  the  second  three  months  it 
earned  more  than  in  all  1973.  In  the^ 
first  six  months  of  1974  Pittston 
earned  more  than  for  any  full  year 
in  its  history. 

After  decades  of  selling  coal  for 
$10  a  ton  and  less,  Pittston  is  now 
getting  $38  a  ton  under  contract;  spot 
prices  are  up  to  $60  a  ton. 

Pittston,  thanks  to  Routh,  is  square 
in  the  middle  of  the  best  part  of  the 
coal  business.  Routh  started  work  in 
1919  as  an  office  boy  with  a  New 
York  coal  company.  Even  then  he 
noticed  that  the  big  fortunes  had  all 
been  made  in  metallurgical  coal. 
Years  later,  Routh's  friend,  the  late 
Robert  R.  Young,  persuaded  him  to 
take  over  the  then  bankrupt  Pittston. 
Routh  soon  switched  it  from  an  an- 
thracite firm  to  a  metallurgical  coal 
specialist.  In  West  Virginia,  Virginia 
and  Kentucky,  it  now  has  reserves  of 
roughly  90  tons  of  coal  behind  each 
of  its  17.3  million  common  shares. 

It  was  a  long  wait,  however,  be- 
fore Pittston  got  a  real  payoff.  There 
was  just  too  much  of  the  coal  around. 
While  Routh  was  waiting,  he  decided 
to  diversify  Pittston.  Twenty  years 
ago,  on  the  chance  that  oil  would  re- 
place coal,  he  bought  Metropolitan 
Petroleum,  the  East's  largest  distribu- 
tor of  fuel  oil.  A  decade  later  he 
bought  control  of  Brink's,  Inc.,  the 
armored  car  and  air  courier  service. 

Not  until  1970  did  metallurgical 
coal  finally  begin  to  fulfill  its  prom- 
ise for  Pittston.  In  that  year  Routh 
signed  the  Japanese  steel  industry  to 
a  15-year  contract  that  guaranteed 
the  sale  of  140  million  tons— a  multi- 
billion-dollar  deal.  Nearly  60%  of 
Pittston's  coal  now  goes  overseas.  And 
tins  year  Pittston  has  raised  the  price 
to  the  Japanese  from  $18  a  ton  to 
$34,  at  the  mine  mouth,  in  two  dra- 
matic jumps.  "We've  got  the  finest 
metallurgical  coal  in  the  world  and 
we're  going  to  make  people  pay  for 
it,"  says  Routh. 

At  home,  Pittston  has  been  able  to 
renegotiate  its  steam  coal  contracts 
(20%  of  output)  with  American  Elec- 
tric Power  and  Duke  Power.  Pittston 
coal  is  benefiting  from  the  profiteering 
of  the  Organization  of  Petroleum  Ex- 
porting Countries:  Coal  prices  have 
risen  in  tandem  with  oil  prices.  Un- 
like oil  companies,  however,  Pittston 
has    no    royalties    to    pay    to    Arab 
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sheiks.  Pittston  has  been  bringing  most 
of  its  price  increases  down  to  the 
bottom  line.  Also  helping  is  the  fact 
that  most  of  the  coal  profits  are  tax- 
sheltered  by  Pittston's  export  corpora- 
tion, depletion  allowance  or  invest- 
ment tax  credit. 

These  juicy  profits  have  not  es- 
caped the  notice  of  the  United  Mine 
Workers.  With  the  UMW  under  the 
new  and  effective  leadership  of  Arnold 
Miller,  a  strike  to  test  the  relative 
strengths  is  in  the  wind.  The  UMW 
has  already  taken  a  week's  "memorial" 
walkout,  tied  up  the  port  of  Mobile, 
Ala.  and  thrown  pickets  around  Duke 
Power  Co.  plants.  And  in  November 
the  UMW's  contract  expires. 

Cold  Steel  In  The  Fall? 

Nicholas  Camicia,  Pittston's  presi- 
dent, is  chairman  of  the  Bituminous 
Coal  Operators  Association.  He  will 
play  a  key  role  in  the  contract  talks. 
"It  will  be  a  long,  tough  negotiation," 
Camicia  says.  "We  face  a  lot  of  flack. 
But  I  feel  we  will  be  able  to  work 
out  a  mutually  agreeable  contract." 

But  if  the  UMW  signs,  the  possi- 
bility of  a  turndown  by  rank-and-file 
members  remains.  Nor  has  Pittston 
gotten  over  its  problems  caused  by 
the  1972  Buffalo  Creek  flood  in  West 
Virginia,  which  occurred  when  a  Pitts- 
ton mine  dam  gave  way.  Pittston  still 
faces  a  $100-million  damage  suit  by 
the  state  of  West  Virginia. 

A  long  strike  would  magnify  the 
worldwide  shortage  of  metallurgical 
coal.  The  U.S.  and  Japanese  steel  in- 
dustries now  have  less  than  a  15-day 
supply.  A  long  miners'  strike  would 
also  bring  a  steel  shutdown.  And  that 
could  trigger  a  worldwide  economic 
slowdown.  The  UMW  knows  that. 
The  miners  will  not  settle  easily. 

Routh  calls  this  "the  most  critical 
period  yet  faced  by  our  industry,"  but 
sees  no  Armageddon.  Coal  prices 
will  stay  high,  he  predicts,  especially 
metallurgical  coal  prices.  "I  know  <>l 
one  group,"  he  says,  hinting  broadly 
that  he  means  the  Japanese  steel  in- 
dustry, "that  is  willing  to  pay  $100 
a  ton  for  metallurgical  coal  because 
they  have  to  have  it." 

At  $100  a  ton,  the  world  steel  In- 
dustry would   probably   move   to   e\ 
pand  oil-injection  coking  for  blast  lm 
naces    and    look    for    other    wayi    to 
make  pig  iron. 

The  union  knows  that,  too,  and  so 
a  settlement  is  probable.  But  a  vei  \ 
expensive  one.  Pittston  is  unlikely  to 
continue  making  the  kind  of  prolits 
it  reported  in  1974's  first  half.  But 
it  is  equally  unlikely  to  sink  back  into 
the  low  profitability  that  afflicted  ii 
in   recent  years.   Joe   Routh's   genera 

dons  of  patience  have   Bnall)    paid 

off  for  Pittston.  ■ 
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If  you  have  8  little  salesmen  and 

3  big  salesmen,  Hertz  will 

lease  you  8  little  cars  and  3  big  cars. 


Just  because  Hertz  is  big,  don't  think  we  can't  lease 
you  small  cars.  In  fact,  we've  been  leasing  more  and 
more  to  companies  who  want  less  and  less  of  a  gas 
bill  at  the  end  of  the  month. 

However,  if  you  have  a  salesman  who's  worth 
his  salt,  or  his  machine  parts,  or  his  bowling  balls, 
or  whatever  else  you  market,  who  can't  be  packed 
into  a  compact  along  with  his  samples,  you  can 
(for  example)  lease  a  big  Ford  wagon  for  him  along 
with  a  fleet  of  Granadas. 

We  can  lease  you  any  make,  model,  or  combina- 
tion of  cars  in  any  quantity  from  one  to  a  fleet  of 
thousands.  With  or  without  maintenance  plans  that 
do  just  about  everything  but  drive  the  cars  for  you. 
Whatever  your  firm's  needs,  your  Hertz  lease  will 
be  custom-tailored  to  them. 

What's  more,  on  matters  such  as  fleet  manage- 
ment, insurance,  driver  eligibility,  model  suitability, 
and  resale  values,  just  ask,  and  you'll  get  human  as 
well  as  computer  analyses  from  Hertz. 


Although  we're  confident  we  offer  more  for 
your  money,  it's  the  same  money  you'd  pay  our 
competitors:  Hertz  is  one  of  the  world's  major  car 
buyers.  So  experience  has  taught  us  where,  when, 
and  how  to  save.  That  means  you  won't  pay  bigger 
prices  for  the  smaller  (or  any  size)  cars  you  lease 
from  Hertz. 

Make  the  kind  of  call  that  can  send  your  salesmen 
out  on  more  calls.  Phone  Donald  E.  McCleary, 
V.P.  Sales,  at  (213)  655-5590  collect. 

And  remember,  from  little  Celt 

cars,  mighty  sales  doth  grow.      ^      '    L&clSinC] 
There  isn't  a  car  lease  we  can't  write.      »e, ,z  ^es  For*  and  0mei  t,ne  can 
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Our  land  grows  a  lot  of  Americas  beef. 

But  we're  not  a  ranch. 

We're  a  railroad. 


It's  a  fact.  Burlington  Northern  is  a 
railroad.  A  railroad  that's  also  in  the  ranching 
business.  In  the  timber  business.  In  coal, 
oil,  gas  and  real  estate. 

We're  in  all  of  these  businesses  because 
much  of  the  land  we  own  or  hold  rights  to 
is  rich  in  natural  resources. 

Take  ranching,  for  example.  Each  year, 
millions  of  pounds  of  beef  are  raised  on  the 
grazing  lands  we  lease  to  individual  cattle 
ranchers.  What's  more,  through  range 
management  techniques  and  fertilizer  research 
programs,  we're  striving  to  improve  those 
lands  and  help  provide  more  beef  for 
America's  dinner  tables. 


Ranch  lands,  however,  are  only  one  of 
Burlington  Northern's  natural  resources. 
Timber,  coal,  oil  and  gas  are  even  more 
important.  Altogether,  revenue  derived  from 
land  holdings  contributes  substantially 
to  our  yearly  income. 

So,  Burlington  Northern  is  literally 
two  companies  in  one.  A  natural  resource 
company,  working  to  provide  an  important 
share  of  critically-needed  raw  materials. 
And  a  railroad,  working  to  deliver  materials 
economically,  with  maximum  fuel  efficiency, 
to  the  nation. 

The  better  we  get  at  both  jobs, 
the  better  it  is  for  you. 


BURLINGTON  NORTHERN 


We're  railroad- timber -coal-gas- 
oil-and-real  estate  men. 


The  Coming  Shakeout 
In  Higher  Education 


If  economics  alone  calls  the  tune,  many  U.S.  colleges 
and  universities  are  not  going  to  survive. 


Gone  are  the  barricades  and  the 
posters,  the  nightsticks,  the  obsceni- 
ties, the  blood.  But  now  the  nation's 
colleges  and  universities  face  a  new 
crisis,  less  headline-worthy,  but  per- 
haps more  lasting.  To  put  it  bluntly, 
many  of  our  colleges  and  universities 
are  going  broke. 

The  U.S.  possesses  an  educational 
plant  scaled  to  the  proposition  that 
higher  learning  is  one  of  the  great 
growth  industries.  And  it  was:  Be- 
tween 1952  and  1962  the  number 
of  students  doubled,  then  more  than 
doubled  again  between  1962  and 
1972.  Today  there  are  more  than 
9.3  million  students  in  nearly  3,000 
institutions  with  annual  expenditures 
of  over  $32  billion.  Colleges  and  uni- 
versities consume  more  than  one-third 
of  the  $90  billion-plus  that  the  U.S. 
spends  annually  on  education. 

In  the  Fifties  and  Sixties,  the  small- 
ish private  colleges  and  universities, 
which  had  traditionally  absorbed 
about  half  the  U.S.'  students,  were 
no  longer  able  to  handle  the  growth. 
Higher  education  was  a  politically 
popular  goal,  however,  so  the  state 
legislatures  opened  wide  the  purse 
strings,  and  the  big  public  institu- 
tions filled  the  gap.  The  most  spec- 
tacular example  is  the  State  Univer- 
sity of  New  York.  Put  together  in 
little  more  than  a  decade,  partly  from 
scratch  and  partly  through  the  ac- 
quisition of  a  number  of  private 
institutions,  SUNY  is  already  the  big- 
gest such  system  in  the  U.S.,  boast- 
ing 384,899  students  and  a  budget 
of  $600  million.  With  competition 
like  that,  the  private  colleges  inevita- 
bly lost  ground,  and  now  serve  less 
than  25%  o£the  market. 

With  A  Bump 

Now  the  overall  growth  of  college 
enrollments  has  suddenly  slowed.  In 
the  Sixties  enrollments  were  rising  at 
9%  a  year;  in  the  early  Seventies  the 
increase  dropped  to  below  5%.  This 
fall  it  will  probably  not  exceed  3%. 
If  present  trends  continue,  by  1980 
the  growth  will  halt  entirely  and 
thereafter  enrollments  will  begin  to 
decline.  (A  serious  recession  could,  of 
course,  make  the  situation  worse. ) 

The  sheer  numbers  are  not  yet  so 
bad,  but  the  trends  are  alarming.  On- 
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ly  43%  of  the  U.S.'  18-  and  19-year- 
olds  were  in  college  last  year,  vs.  50% 
as  recently  as  1969.  Demand  is  con- 
tinuing to  boom  in  the  vocationally 
oriented  professional  schools— dentist- 
ry, medicine,  law,  journalism— but 
enrollments  in  graduate  schools  as  a 
whole  are  down  25%  over  the  past  five 
years.  At  the  lower  end  of  the  educa- 
tional scale,  enrollments  are  also  ris- 
ing rapidly  in  the  vocationally  orient- 
ed two-year  colleges.  Elsewhere  de- 
mand is  soft.  A  good  third  of  the  121 
state  universities  and  land-grant  col- 
leges expect  enrollment  declines  this 
fall.  From  close  to  100%  of  capacity, 
our  educational  plant  is  probably  run- 
ning at  only  94%  of  capacity  today— 
a  serious  drop  in  a  leveraged  indus- 
try with  high  fixed  costs. 

"It  is  an  overbuilt  plant  for  how- 
ever far  you  can  see  into  the  future," 
says  John  Everett,  president  of  New 
York  City's  New  School  for  Social 
Research.  "And  I  say  you  ought  to 
start  now  to  turn  some  of  these  coun- 
try institutions  into  old  folks'  homes- 
total  dormitory-type,  retirement  vil- 
lages. With  very  little  physical 
change,  everything  people  need  is 
there.  If  you  look  at  the  longevity 
curve  and  the  birthrate  curve,  that's 
.what  the  U.S.  is  going  to  use  these 
places  for." 

But  the  birthrate  is  not  yet  the 
problem.  The  slackening  growth  rate 
is.  One  explanation  of  what  has  hap- 
pened is  simple:  With  the  Vietnam 
war  ended,  fewer  students  are  hiding 
from  the  draft  behind  the  walls  of 
ivy.  Another  explanation  is  less  obvi- 
ous: We  may  be  witnessing  the  be- 
ginning of  the  end  of  America's  long 
love  affair  with  higher  education. 
Witness  the  increasingly  vocational 
orientation  of  the  students  and  the 
growing  proportion  of  students  at 
two-year  colleges. 

Cutting  Costs 

Whatever  the  reasons,  the  colleges 
and  universities  have  had  to  do  what 
any  business  must  do  when  sales  fall 
off:  They  have  begun  cutting  costs 
(see  p.  120).  Since  personnel  absorbs 
85%  of  the  cost  in  higher  education, 
this  has  meant  cutting  faculty— includ- 
ing, horror  of  horrors,  tenured  teach- 
ers: 88  at  the  University  of  Wisconsin, 


Public,  Private,  Big,  Little- 

A  Statistical  Profile  of  45  Representative  Colleges  &  Universities 

Some  schools  are  cheap,  some  costly,  some  prestigious,  some  not.  Some 
are  easy  to  get  into,  some  difficult.  But  none  of  these  factors  may 
have  much  to  do  with  how  good  an  education  they  provide. 

15  Largest  Public  Universities 
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State  U  of  New  York 

384,899 

346,471 

$600.0 

— 

17.5:1 

NA 

$2,050 

$675* 

$1,0754 

$1,9504 

$2,3 

Calif  State  U  &  Colleges 

286,633 

223,130 

522.4 

NA 

18:1 

15% 

NA 

175 

1,475 

1,490 

1,7 

City  U  of  New  York 

259,374 

227,064 

528.5 

$  23.0 

17.5:1 

10 

2,366 

95 

6455 

95 

6 

U  of  Wisconsin 

135,365 

114,594 

533.7 

54.9 

20:1 

35 

2,966 

4856 

1,8186 

1,4856 

2,8 

U  cf  California 

119,657 

85,221 

454.3 

331.8 

17.4:1 

35 

3,136 

636 

2,136 

2,246 

3,7 

State  U  System  of  Florida 

100,179 

75,523 

293.3 

.3 

22:1 

NA 

NA 

585 

1,665 

1,885 

2,9 

U  of  North  Carolina 

90,454 

75,082 

370.3 

NA 

18:1 

20 

2,600 

4597 

1,9567 

1,3637 

2,8 

U  of  Texas 

69,064 

56,465 

124.8 

758.18 

23:1 

409 

2,062 

358 

1,218 

1,658 

2,5 

Indiana  U 

68,869 

46,462 

147.9 

7.9 

15:1 

25 

1,954 

682 

1,560 

1,779 

2,6 

Pennsylvania  State 

65,541 

48,107 

270.0 

.5 

20:1 

59 

NA 

960 

2,160 

2,199 

3,3 

U  of  Minnesota 

62,330 

36,893 

370.0 

85.2 

13:1'° 

309 

2,016 

716 

1,679 

2,104 

3,0 

U  of  Illinois 

59,733 

41,925 

337.6 

12.1 

17.5:1 

36 

2,982 

690" 

1,680" 

1,890" 

2,8 

Oregon  State  System 

57,201 

46,522 

231.0 

9.7 

17.6:1 

17 

NA 

573 

1,833 

1,623 

2,9 

U  of  Maryland 

54,788 

32,294 

210.4 

16.2 

17:1 

7 

1,915 

708 

1,858 

1,947 

3,1 

U  of  Missouri 

52,548 

37,763 

207.3 

7.2 

20:1 

15 

2,196 

540 

1,610 

1,640 

2,7 

10  Largest  Private  Universities 

1973 

Surplus 

Applications 

Student 

Students 

1974-75 

Enrollment 

Operating 

or 

to 

to 

Receiving 

Tuition 

197-1 

* 

Budget 
(millions) 

Deficit   En 

dowment1 

Openings 

Faculty 

Financial 

Cnct  n{ 

and 

To 

Total      Undergrad 

(millions)    ( 

millions) 

Ratio 

Ratio 

Grants      Instruction2 

Fees 

Char 

Northeastern 

42,709 

33,155 

$  45.0 

— 

$    31.5 

1.7:1 

15:1 

31  % 

$1,457 

$1,995,:! 

$3,( 

New  York  U 

38,125 

8,861 

114.0 

$(4.0) 

120.0 

3:1 

11:1 

40 

4,602 

2,950 

4,( 

Brigham  Young 

24,997 

22,730 

NA 

NA 

NA 

1.1:1 

22:1 

16 

NA 

640 

l] 

Syracuse 

24,879 

10,080 

100.1 

.02 

54.0 

4:1 

15:1 

60 

3,005 

3,030 

4,! 

U  of  Southern  Calif 

20,200 

9,000 

122.5 

surplus 

58.4 

1.4:1 

13:1 

35 

4,866 

2,910 

4,: 

U  of  Pennsylvania 

19,707 

7,753 

229.0 

— 

175.0 

4.2:1 

11:1 

47 

3,873 

3,450 

4,« 

U  of  Miami 

16,066 

9,793 

57.1 

NA 

31.4 

1.3:1 

19:1 

32 

2,534 

2,500 

3/ 

Harvard 

16,008 

6,247 

217.0 

2.1 

1,200.0 

5:1 

6:1 

43 

5,993 

3,400 

5,: 

Columbia 

15,432 

5,036 

184.4 

(5.8) 

438.0 

6:1 

7:1 

50 

6,266 

3,400 

V 

George  Washington 

15,359 

5,173 

79.5 

— 

13.8 

4:1 

14:1 

20 

2,586 

2,518 

4,= 

10  National  Four- Year  Colleges 

Yale 

9,427 

4,938 

144.8 

(.90) 

550.0 

7:1 

7:1 

45 

7,460 

3,650 

5,3 

MIT 

7,888 

4,113 

221.2 

(1.7) 

440.9 

4:1 

5:1 

484 

8,595 

3,472 

5/ 

U  of  Chicago 

7,496 

2,177 

173.6 

(4.0) 

291.3 

4:1 

7:1 

63' 

NA 

3,000 

4,e 

Princeton 

5,694 

4,225 

86.0 

(.02) 

532.7 

8:1 

6:1 

45 

6,089 

3,500 

5,( 

Vassar 

2,398 

2,288 

15.8 

— 

73.9 

4:1 

11:1 

32 

3,852 

3,050 

4,< 

Wesleyan  U 

2,155 

2,060 

18.7 

(1.7) 

118.0 

6:1 

9:1 

43 

7,631 

3,573 

5,1 

Wellesley 

1,963 

1,908 

15.5 

surplus 

129.5 

5:1 

11:1 

35 

3,852 

3,050 

4,< 

Williams 

1,901 

1,868 

13.3 

(.25) 

60.0 

9:1 

12:1 

26 

4,310 

3,056 

4,f 

Amherst 

1.272 

1.272 

12.7 

(.25) 

59.0 

8:1 

9:1 

5 

5,963 

3.425 

4,5 

Swarthmore 

1,180 

1,180 

9.0 

.10 

52.2 

6:1 

8:1 

45 

4,718 

3,125 

4,! 

10  Regional  Four- Year  Colleges 

Tulane 

8,796 

4,569 

52.0 

(1.0) 

71.7 

3:1 

10:1 

27 

NA 

2,600 

'.  ' 

Rice 

3,311 

2,433 

26.3 

(.01) 

176.5 

4:1 

10:1 

53° 

4,136 

2,100 

l,S 

Oberlin 

2,805 

2,701 

18.5 

(.25) 

69.3 

5:1 

12:1 

40 

3,935 

3,296 

4,« 

Carleton 

1,750 

1,750 

10.0 

.01 

32.0 

3:1 

12:1 

47 

3,597 

2,975 

4,3 

Kenyon 

1,394 

1,394 

7.0 

.02 

6.4 

4:1 

13:1 

30 

2,9( »'  I 

3,036 

4A 

Pomona 

1,319 

1,319 

8.7 

.00 

28.3 

4:1 

11:1 

47 

4,103 

2,850 

4A 

Grinnell 

1,267 

1,267 

6.9 

.01 

27.0 

3:1 

111 

40 

3,071 

1,125 

4,3 

Reed 

1,132 

1,105 

4.3 

(.05) 

4.5 

4:1 

12:1 

31 

2,703 

i,4  Ui 

1  ' 

Goucher 

1,076 

972 

5.5 

(.45) 

15.4 

2:1 

111 

27 

3,455 

.on 

•1,. 

Haverford 

751 

751 

6.0 

NA 

18.0 

5:1 

1  1    1 

40 

5,193 

2,975 

'Market  value.   2Cost  to  educate  one  student   for  one  year.   Figures  calculated  from  data  filed    with   the   Higher   Educa 
and  fees  plus  average  room  and  board  costs.  4Freshmen  and  sophomores  only.  S|\jon.New  York    State   resident   chorge 
puses.    '1973-74.    ^Income   shared  with   Texas  ASM  University.    '■'Includes  university   loans  and    employment.     "Includes 
'^Optional  January-form  tuition:  $270.  Source:    Individual  colleges  ond  universities. 


lion  General   Information  Survey  of  the  Office  of  Edui 

1995.    6Freshmen  and  sophomores  at   Madison  and   Mllwauk 
teaching    assistants.    I  '  Urbono  Champaign   camr 
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We  eliminated 

106  insurance  policies 

for  a  multinational 

company. 


And  that  was  just  on  their  third  party 
liability  coverages! 

At  American  International 
Underwriters  we  also  cut  out  fourteen 
workmen's  compensation  policies  for 
them. 

And  proved  to  them  that,  through- 
out every  aspect  of  their  international 
insurance  program,  they  could  enjoy 
better  protection  at  less  cost— and  have 
fewer  administrative  headaches,  too. 

By  coming  to  a  single  insurance 
source  big  enough  and  experienced 
enough  to  cope  with  all  their  overseas 
casualty  insurance  coverages  now  being 
handled  by  dozens  of  different  compa- 
nies in  dozens  of  different  countries. 

The  single  source: 

American  International 
Underwriters. 

AIU  is  in  more  foreign  countries 
and  territories  than  any  other  U.S. 
insurance  organization— over  135. 
Ana\  right  now,  it's  handling  more 
overseas  casualty  insurance  for  U.S. 
corporations  than  anyone  else.  Backed 

"Can  you  eliminate 
37 for  me?" 


by  a  worldwide  claims  staff  that's 
unmatched  in  numbers  and  unequalled 
in  service.  Our  loss  prevention  engi- 
neers are  stationed  all  over  the  world, 
where  you  need  them. 

AIU  can  issue  a  master  policy  in 
English  in  the  U.S.,  and  back  it  up  with 
individual  policies  issued  in  the  lan- 
guage of  the  specific  countries  in  which 
you  operate. 

We'll  also  collect  premiums  in  the 
currency  of  those  countries,  if  you  wish. 
That  way,  your  foreign  subsidiaries  can 
take  tax  deductions  on  the  premiums. 

And  one  thing  more: 

At  AIU,  we  think  internationally. 
Which  means  that  a  serious  loss  sus- 
tained in  one  country  can  be  offset  by 
your  overall  claims  experience  else- 
where—so, your  protection  and  your 


premium  rate  are  not  jeopardized. 

No  wonder  more  and  more  multi- 
national companies  are  turning  to  AIU. 
In  the  case  of  the  company  we  men- 
tioned earlier,  they  switched  from  28 
different  companies— to  us. 

If  you're  getting  a  little  tired  of 
crowds,  why  not  mail  our  coupon  today. 
We  have  some  valuable  information 
for  you. 


American  International 

Underwriters  Corporation  flj( 

Dept.  FB094.  102  Maiden  Lane 
New  York,  N.Y.  10005 

Please  send  me  information  about  your 
overseas  insurance  capabilities. 

Name 


Company 


(please  print) 


A  Member  Company  of 
American  International  Group 


We  welcome  inquiries  from  any  licensed  agent  or  broker.  You  don't  have  to  be  a  regular  producer  to  place  business  with  AIU. 


Hit  'Em  in  the  pocketbook— that's 
Hewlett-Packard  Chairman  David 
Packard's  prescription  for  bringing  to 
heel  a  system  of  higher  education 
he  considers  "so  hostile  to  business 
and  the  free  enterprise  system." 
Packard  urges  business  to  withdraw 
its  financial  support  entirely  or  limit 
it  to  very  specific  purposes.  Reason- 
able enough  in  itself,  Packard's 
argument  would  have  more  force 
if  business  actually  did  give  much 
support.  But  last  year  it  contributed 
only  0.34%  of  its  pretax  profits,  or 
$320  million,  barely  15%  of  the  $2.2 
billion  in  voluntary  funds  the 
colleges  and  universities  took  in. 

100  at  New  York  University,  104  at 
Southern  Illinois  University.  Whole 
programs,  whole  departments  have 
been  cut:  the  dental  school  at  St. 
Louis  University;  the  criminology 
school  at  Berkeley,  along  with  the 
schools  of  demography  and  design. 
All  this  is  taking  place  in  an  economy 
where  thousands  of  Ph.Ds  are  look- 
ing for  appropriate  jobs. 

The  budget  stringency  shows  in 
small  ways,  too:  a  broken  window 
plugged  with  plywood  at  Ohio  Uni- 
versity; the  grass  grown  tall  on  the 
Midway  at  the  University  of  Chi- 
cago; graffiti  unerased  on  a  column 
at  Columbia. 

For  the  moment,  at  least,  the  cut- 
backs, in  combination  with  higher  tui- 
tion, seem  to  have  erased  the  hor- 
rendous deficits  that  were  yawning 
for  many  educational  institutions.  Co- 
lumbia University,  for  example,  lost 
$72  million  between  1966  and  1973. 
Stanford  lost  $4.3  million  in  five  years. 

But  the  easy  remedies  have  already 
been  used.  Those  remaining  entail 
certain  risks.  Education  is  a  highly 
leveraged  business.  Costs  drop  only 
slightly,  if  at  all,  as  enrollments  de- 


line.  "A  small  shift  in  the  full-time 
enrollment  has  a  very  big  budget  im- 
pact," says  Hans  H.  Jenny,  vice  presi- 
dent of  finance  and  budgets  at  Ohio's 
College  of  Wooster,  a  widely  re- 
spected liberal  arts  institution.  "When 
you  prepare  a  budget,  you  never 
know  until  September  how  many  stu- 
dents you  will  have,  and  how  much 
income  they'll  bring  in.  And  when 
you're  short  a  hundred  students, 
you're  talking  about  100  times  almost 
$4,000  a  year-$400,000.  It  makes  it 
very  difficult  to  plan." 

"The  old  lock-step  system  of  four 
years  of  high  school  followed  by  four 
years  of  college  has  broken  down," 
says  the  New  School's  John  Everett. 
"They're  dropping  out  of  this  place, 
that  place,  showing  up  all  over.  You 
used  to  be  able  to  say,  by  experi- 
ence, this  many  of  your  freshman 
class  would  come  back  as  sophomores; 
this  many  sophomores  would  come 
back  as  juniors.  You  used  to  have 
regular  attrition  charts,  and  you  knew 
where  you  could  fill  in  with  transfers. 
It  just  blows  all  that." 

Inflation  Cuts  Deep 

Higher  education  is  one  of  the 
hardest-hit  victims  of  inflation.  Lack- 
ing any  real  potential  for  productivity 
gains,  it  must  pass  on  to  its  paying 
customers  almost  the  entire  burden  of 
its  rising  costs.  According  to  a  high- 
er education  cost-of-living  index  de- 
vised by  Hans  Jenny  and  the  Univer- 
sity of  Michigan's  G.  Richard  Wynn, 
educational  costs  over  the  past  de- 
cade have  risen  nearly  twice  as  fast 
as  the  consumer  price  index.  Tui- 
tions, it  is  true,  have  risen  as  well 
—5%  a  year  in  public  institutions,  7.5% 
a  year  in  private  ones— but  that's  not 
enough  to  offset  the  rise  in  costs. 

"After  discounting  the  effects  of 
inflation,"  says  Jenny,  "we  are  now 
spending  less  per  student  than  we 
did  four  years  ago.  How  long  can  we 
go  on  spending  less  and  less  and 
charging  the  student  more  and  more?" 

Despite  their  call  on  tax  revenues, 
the  public  institutions  have  been 
very  nearly  as  vulnerable  as  the  pri- 
vate ones.  In  California,  state  sup- 
port has  not  kept  pace  with  enroll- 
ment, much  less  inflation.  At  City 
University  of  New  York,  neither  the 
state  nor  the  city  has  ever  adequately 
funded  the  open-admissions  program 
that  nearly  doubled  CUNY's  enroll- 
ment in  under  five  years,  though  the 
program  was  prematurely  forced  on 
the  university  for  political  reasons. 

In  Wisconsin,  state  support  of  ed- 
ucation has  always  been  among  the 
most  generous  in  the  U.S.  But  the  ro- 
mance is  ending.  The  legislature  has 
decreed  a  7.5%  increase  in  education- 
al "productivity"  over  a  two-year  pe- 


riod—a move  that  will  cut  $21.5  mil- 
lion out  of  the  university's  budget  at 
a  time  when  costs  are  rising. 

Wisconsin  is  comparatively  lucky. 
Its  total  enrollment  is  still  growing 
slightly.  The  real  damage  is  being 
done  to  public  institutions  like  Ohio 
University.  This  old  and  highly  re- 
garded liberal  arts-oriented  regional 
research  university  has  seen  its  en- 
rollment drop  more  than  25%  in  three 
tyears— by  5,000  students,  to  around 
13,500.  Ohio  University  admittedly 
brought  a  large  part  of  its  problem 
upon  itself.  In  the  Sixties  it  more  than 
doubled  its  enrollment,  drawing  its  en- 
larged student  body  not  only  from 
Ohio  but  from  nearby  states  like  New 
York  and  New  Jersey.  It  was  the 
growth-for-growth's-sake  syndrome. 
"For  years,"  says  OU's  former  presi- 
dent, Claude  Sowle,  "out-of-state  stu- 
dents were  supported  at  the  same 
level  of  subsidy  from  the  state  as  in- 
state students.  But  the  big  push  the 
university  made  to  attract  out-of-state 
students  got  the  legislature  rather 
angry,  and  they  wiped  out  the  sub- 
sidy." Result:  The  gap  between  in- 
state and  out-of-state  tuitions  moved 
from  zero  to  $1,200,  and  OU's  out-of- 
state  students  dropped  from  nearly 
30%  of  the  student  body  to  18%. 

Besides  closing  five  of  its  45  dor- 
mitories, Ohio  U  has  reduced  the 
faculty  by  104  since  1971  and  plans 
to  let  another  70  go  by  1975. 

OU's  ordeal  is  not  yet  at  an  end. 
The  latest  outbreak  of  student  violence 
provoked  Sowle  himself— one  of  the 
more  able  young  administrators 
around— to  resign  after  five  years  in 
office.  "There  is  no  more  difficult  posi- 
tion in  the  country  than  being  a  uni- 
versity president,"  he  says.  "You've 
got  so  many  constituencies  to  deal 
with— faculty,  students,  administrative 
people,  nonacademic  employees,  the 
town,  alumni,  parents,  the  legislature, 
the  governor  and  the  general  public. 
Sometimes  you  imagine  they're  all  be- 
hind you,  but  then  you  look  around, 
and  nobody's  there." 

With  tax  money  to  fall  back  on, 
Ohio  University  and  most  other  state 
institutions  obviously  will  somehow 
endure.  But  private  institutions,  par- 
ticularly those  without  big  endow- 
ments and  national  reputations,  may 
not.  Take  Pennsylvania's  Wilkes  Col- 
lege, which  over  the  last  25  years  has 
transformed  itself  from  a  small  com- 
munity college  serving  the  Wilkes- 
Barre  area  into  a  four-year  liberal  arts 
school  with  over  2,000  students.  In 
financial  terms,  Wilkes  has  been  well 
run.  Unlike  many  such  schools,  Wfflcei 
carefully  husbanded  its  modest  $3- 
million  endowment  and  scrupulously 
financed  its  ambitious  building  pro- 
gram without  borrowing  any  lllbft&D 
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It  was 

ood 

me. 


But  Lloyds 

is  18  times 

better. 


From  eighth  to  twentieth.  As  a  billion  dollar  bank, 
First  Western  was  the  eighth  largest  in  California.  Now 
we're  part  of  Lloyds  Bank  Group  with  over  $18  billion  in 
assets  and  the  twentieth  largest  bank  in  the  world. 
Lloyds  is  a  grand  old  name.  In  keeping  with  our  new 
size  and  increased  banking  capability,  we've  taken  the 
family  name, 'Lloyds.  It's  a  great  banking  family  that's 
almost  three  centuries  old.  To  this  proud  heritage,  we've 
added  our  own  tradition  to  come  up  with  Lloyds  Bank 
California  for  our  new  name. 

Our  new,  old  bank.  There  are  nearly  100  offices  of 
Lloyds  Bank  in  California  to  go  with  Lloyds  represen- 


tation in  39  countries  around  the  world.  So  if  you're 
a  local,  national,  or  multi-national  company,  or  just  a 
person  who  needs  a  good  bank,  you  can  call  us  Lloyds 
Bank  California,  call  us  old  First  Western,  call  us  Lloyds 
Bank,  or  just  call  us  Lloyds.  The  most  important  thing 
is  to  call  us! 


Lloyds 


Bank 


Member  Federal  De|K,sn  Insurance  Cor|K 


Member  of 

World-wide 

Lloyds  Bank 

Group 


the  agricultural  industry 

BUST 

LOOK  AT  THE  FUTURE 


RICHARD  A   RILEV.  President 

and  Chief  Executive  Officer 

The  Firestone  Tire  A  Rubber  Co. 


Now  for  the  first  time  since 
1956,  Uncle  Sam  has  taken 
the  reins  off  the  farmer.  This 
year  there  is  no  requirement 
that  any  land  be  held  out  of 
production.  And  with  the 
burgeoning  world  demands 
for  food  and  the  new  tech- 
nology for  higher  yields,  we 
can  rightly  anticipate  a  fu- 
ture of  bumper  production 
on  America's  farms. 

Given  the  kinds  of 
prices  that  encourage  production  and  the  continuing 
relaxation  of  land  use  restrictions,  together  with 
adequate  input  supplies  and  favorable  growing  con- 
ditions, harvested  cropland  could  reach  350  million 
acres  by  1985,  over  20%  above  the  1972  total. 

IN  EVERY  FIELD,  THE  CURVE  IS  UP 

Over  the  next  decade  we  could  see  a  50%  in- 
crease in  feed  grain  production,  from  210  million  tons 
last  year  to  315  million  tons  in  1985.  The  corn  crop 
could  grow,  under  the  conditions  we've  given  above, 
from  5.8  to  9.1  billion  bushels.  The  soybean  harvest 
would  increase  one  third,  wheat  about  the  same. 
Meanwhile,  cotton  would  reverse  its  downtrend  and 
rise  about  30%.  And  the  removal  of  tight  acreage 
controls  makes  possible  a  doubling  of  the  rice  crop 
and  a  fourfold  increase  in  peanuts. 


BIGGER  EQUIPMENT,  FASTER  SPEEDS 

Although  the  number  of  farms  will  continue  to 
decrease,  their  size  will  increase,  requiring  larger 
equipment  operating  at  faster  speeds.  The  average 
speeds  of  farm  machines  have  doubled  since  1950, 
but  they'll  double  again,  the  experts  expect,  within 
the  next  15  years.  In  the  same  period,  tractors  will 
get  larger  and  tillage  tools  wider.  One  large  manu- 
facturer expects  that,  by  1980,  the  most  popular  size 
tractor  will  approach  200  hp.  In  addition,  there  will 
be  new  types  of  equipment  for  all  kinds  of  materials 
handling,  and  machines  for  the  precise  placement  of 
seeds  and  chemicals  in  very  high  speed  operations. 

LARGE  TRACTORS  (100  HP  and  over) 
ACTUAL  SALES  and  FORECASTS 


1968 


1970 


1972 


1974 


1976 


1978 


1969-71 

AVERAGE 


7972 


1973 


1980 


1985 


CAPACITY  PRODUCTION 


MORE  BEEF  ON  THE  WAY 

Long  term  growth  in  livestock  production  looks 
good,  too.  By  1985  beef  cows  could  number  59  mil- 
lion, a  44%  gain.  And  new  techniques,  including 
crossbreeding,  could  add  another  20%.  Beef  and 
veal  output  would  go  from  21.7  to  35.3  billion  pounds, 
with  per  capita  beef  consumption  up  to  159  pounds 
a  year,  46  pounds  more  than  a  year  ago. 

THE  NUMBERS  COULD  GO  HIGHER 

Nor  are  these  projections  as  generous  as  they 
might  be  if  new  tools  and  techniques  are  perfected. 
New  planting  equipment  that  permits  a  second  crop 
to  be  planted  in  the  old  crop  stubble  will  certainly  lift 
the  potential  for  double  cropping.  And  new  wheat 
hybrids  with  yields  15%  to  25%  higher  than  before 
are  already  available  in  limited  supplies,  and  could 
begin  making  an  impact  within  the  decade. 

Someone  has  said  that  the  farmer  appreciates 
his  dollar  because  his  bones  ache  with  the  day's 
work  that  earned  it.  And  while  science  and  machines 
have  worked  to  ease  some  of  the  ache,  the  day's  job 
gets  bigger  every  day.  Any  examination  of  domestic 
needs,  and  the  long  term  growth  in  farm  export 
markets,  indicates  an  even  bigger  job  in  the  days 
ahead,  with  more  and  bigger  machines  and  equip- 
ment to  help  the  farmer  get  the  job  done. 


the  agricultural  industry 

NOW 

LOOK  AT  FIRESTONE 


Before  Firestone  was  a  tire,  it  was  a  farm. 

Since  1804  the  Columbiana,  Ohio  homestead  of  the 
Firestone  family  has  been  a  working  farm,  serving 
also  as  the  1600-acre  birthplace  of  some  of  the  most 
productive  new  ideas  in  farming.  Among  these  ideas, 
Firestone's  23°  tractor  tire,  with  a  tread  designed  to 
slip  so  much  less  than  older  tires  with  their  traction 
bars  at  a  45°  angle,  that  a  farmer  can  plow  up  to  10 
to  12%  more  acres  a  day  ...  an  important  asset  in 
working  tomorrow's  larger  farms,  with  heavier  equip- 
ment, and  in  meeting  the  calls  for  greater  productiv- 
ity. Radial  tires  have  also  been  developed  recently 
for  certain  specialized  markets  in  Europe.  And  be- 
cause tomorrow's  farmer,  with  his  four-wheel-drive 
dual-wheel  tractors,  will  need  more  tires,  Firestone 
manufacturing  is  expanding.  Eight  plants  currently 
build  farm  tires  and  we're  planning  expansions  that 
will  get  us  ready  for  whatever  the  farmer  of  the  future 
needs. 


Other  farm  equipment,  other  jobs  for  Firestone. 

Almost  everything  a  farmer  gets  his  hands  on, 
Firestone  has  a  hand  in.  Over  20%  of  all  trucks  work 
in  agriculture,  many  directly  on  the  farm.  Firestone 
Transteel  Radial  truck  tires  are  helping  the  industry 
get  better  mileage  and  reduce  fuel  costs  up  to  6% 
compared  with  our  bias  ply  tires,  economies  that  will 
attract  even  greater  sales  in  the  years  just  ahead.  We 
manufacture  wheels  for  trucks  and  almost  everything 
else  that  rolls  on  farmland.  Our  Electric  Wheel  Com- 
pany is  one  of  the  world's  largest  builders  of  farm 
wagons,  and  offers  the  most  complete  line  of  rims, 
wheels,  hubs  and  spindles  to  agricultural  implement 
manufacturers.  To  meet  growing  demand  we'll  build 
a  second  plant  this  year,  at  Abilene,  Kansas.  The 
World  Bestos  division  makes  brake  linings  that  stop 
the  giant  new  tractors.  From  our  Industrial  Products 
division  come  the  rubber  "fingers"  that  pick  the  corn 
and  pluck  the  cotton  from  the  bolls.  And  more  prosaic 
products,  like  radiator  and  air  cleaner  hoses  and 
molded  rubber  motor  mounts  for  tractors,  combines 
and  pickers. 


From  million -gallon  tanks  to  ten -gallon  cans 
...we're  busy.  Firestone  is  helping  to  store  the 
fuels  and  fertilizers  farmers  need  ...  in  embankment 
supported  or  self-supporting  flexib'e  Fabritanks  from 
our  Coated  Fabrics  division.  And  along  the  way  to 
your  breakfast  table  the  milk  you're  drinking  may 
have  been  carried  in  one  of  Firestone's  stainless 
steel  cans  . .  .  our  Steel  Products  division  is  one  of 
the  country's  leading  producers  of  stainless  steel 
containers. 

Over  the  next  decade,  as  farming  grows,  it  is 
going  to  bring  growth  to  Firestone,  as  the  company 
expands  with  the  agricultural  industry,  continuing 
its  research  and  development  of  products  to  help 
meet  the  future's  food  needs. 


?ire$fone 

For  a  directory  of  all  our  products  and  services,  write  to  Firestone.  Dept  A,  1 200  Firestone  Parkway,  Akron,  Ohio  4431 7. 


BeMis  is  fasmon,  safety 
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We're  thousands  of  products  for  millions 

of  people. 

But  we're  not  a  conglomerate. 

Because  we  grow  out  of  ourselves 

.  .  .  creating  new  products  from 

existing  technologies.  For  vastly 

different  markets. 

That's  the  secret  of  our  growth. 

It's  why,  over  the  last  10  years, 


we've  had  an  average  annual  growth  rate 

of  15.5%  in  net  profits  before 

extraordinary  items. 

And  why  1973  was  our  best  year  ever. 

Want  to  know  more?  Write  for  our 

annual  report.  Bemis  Company,  Inc. 

800  Northstar  Center, 

Minneapolis, 

MN  55402. 


Decorative  Safety  Treads 


Plastic  Netting 


tial  sums  of  money  as  so  many  private 
colleges  had. 

But  financial  prudence  is  not 
enough.  Last  year  Wilkes  opened  in 
the  fall  with  2,250  students,  down 
from  its  1971  peak  of  2,593,  and  had 
budgeted  for  a  modest  surplus.  Be- 
fore the  year  was  out,  it  had  lost  200 
students,  and  wound  up  the  year  with 
a  $124,000  deficit,  the  first  such 
deficit  within  memory. 

Wilkes'  administration  raised  the 
tuition  $150,  to  $2,000  a  year,  and 
has  budgeted  for  an  $18,000  surplus 
next  year.  But  Thomas  H.  Kiley,  chair- 
man of  the  Wilkes  board  and  head  of 
the  local  First  National  Bank  of  East- 
ern Pennyslvania,  is  worried  about  the 
future. 

"We  have  an  overload  of  faculty," 
he  says,  "and  this  is  the  problem  of 
many  independent  colleges.  The  stu- 
dent/faculty ratio  is  15  to  1,  and 
that's  a  luxury  ratio.  We  should  be  at 
18  or  19  to  1,  to  be  real  healthy. 
Survival  is  probably  at  17  to  1.  The 
question  is:  Are  we  going  to  be 
strangled  by  tenure?"  And  Wilkes  is 
typical  of  dozens,  even  hundreds  of 
four-year  private  colleges. 

What  makes  the  labor  problem  so 
inflexible,  of  course,  is  the  tenure  sys- 
tem under  which  a  faculty  employee, 
after  a  period  of  probation,  cannot  be 
dismissed  except  for  gross  incompe- 
tence or  moral  turpitude.  This  is  a 
terrible  burden  in  a  time  of  rapidly 
rising  costs  and  rapidly  falling  stu- 
dent enrollments. 

College  teachers  have  reacted  to 
these  economic  pressures  much  as 
bricklayers  or  coal  miners  do.  They 
have  Organized.  Over  the  past  five 
years,  the  number  of  faculty  members 
under  collective  bargaining  (not  neces- 
sarily all  of  them  union  members)  has 
gone  from  10,000  to  80,000-one- 
eighth  of  the  total— on  315  campuses, 
most  of  them  public,  in  21  states. 
This  is  almost  certain  to  put  even 
greater  upward  pressure  on  costs. 

Can  Education  Be  "Managed"? 

Quite  clearly,  higher  education  is 
on  a  collision  course  between  flat  or 
declining  ^  enrollments  and  runaway 
costs.  Barring  a  miraculous  end  to  in- 
flation, the  best  way  out  would  seem 
to  be  better  educational  productivity. 
But  how  do  you  measure  "produc- 
tivity" in  education,  especially  in 
higher  education? 

"There  is  nothing  in  education,"  says 
New  York  University's  President 
James  M.  Hester,  "equivalent  to  the 
profit-making  objective  to  provide  a 
measure  of   achievement." 

The  most  elementary  index  of  ed- 
ucational efficiency  and  productivity 
is  the  student /faculty  ratio.  If  you 
want   to   improve   academic   produc- 


tivity, you  can  obviously  increase  the 
size  of  classes,  eliminate  courses  or 
even  departments  where  enrollment  is 
low,  decrease  the  size  of  the  staff. 
But  doesn't  that  reduce  the  effective- 
ness of  your  teaching?  Nobody  is  sure. 
Says  the  New  School's  John  Everett: 
"Not  one  study  has  ever  shown  there 
is  any  difference  in  learning— meaning 
the  information  that  can  be  sent 
back  on  tests  to  a  grader— between 
classes  of  300,  which  they  have  had 
at  Berkeley,  and  classes  of  ten." 


income  classes,  so  are  the  colleges  and 
universities.  This  has  meant  increas- 
ing the  subsidization  of  lower-income, 
primarily  minority,  students.  Between 
1967  and  1973,  Hans  Jenny  and  Rich- 
ard Wynn  calculate,  student  aid  at  a 
group  of  liberal  arts  colleges  rose  from 
19.93  of  tuition  and  fees  to  32.3%. 
Most  of  the  institutions  increased  their 
student  aid  without  the  endowment  or 
gift  income  to  support  it.  As  a  result, 
more  than  30%  of  student  aid  now 
comes  out  of  general  funds— not  out 


Booming  Market.  Enrollments  may  be  slack  in  most  places,  but  not  at  schools 
like  Michigan's  Northwood  Institute,  which  tailors  its  curriculum  to  the 
needs  of  its  business  sponsors.  Northwood  offers  practical  business 
experience,  as  in  its  annual  three-day  auto  show,  gives  bachelor's 
degrees  in  areas  like  automotive  marketing  and  fashion  design.  Result: 
In  five  years,  Northwood's  enrollment— now  2,400— has  tripled  and  is  still 
growing  rapidly.  It's  low  cost  too.  Tuition,  board  and  room  run  around  $3,000. 


Everett  is,  of  course,  talking  about 
test  results  rather  than  quality  of  ed- 
ucation; there  is,  after  all,  no  way  to 
measure  quality  in  education.  But 
there  is  plenty  of  reason  to  believe 
that  class  size  can  be  increased  to 
some  degree  without  sacrificing  either 
quality  or  quantity.  After  a  solid  de- 
cade of  deficits,  Brunswick,  Me.'s  pres- 
tigious Bowdoin  College  raised  its  en- 
rollment by  a  third  (to  1,250),  with- 
out adding  a  single  teacher.  Tuition 
income  was  thereby  enhanced  with- 
out any  corresponding  increase  in 
costs,  but  to  accomplish  this  Bowdoin 
had  to  sacrifice  its  student/ faculty 
ratio,  which  rose  from  9.5  to  12.  "We 
lay  very  strong  stress  here  on  teach- 
ing," says  President  Roger  Howell 
Jr.,  "but  I  don't  think  the  quality  of 
education  has  been  hurt.  If  we  cut  any 
further,  however,  it  would  be."  Here, 
then,  is  one  area  where  productivity 
can  be  improved. 

Sharing  The  Burden 

Like  the  society  it  reflects,  higher 
education  in  the  U.S.  bears  an  in- 
creasingly heavy  burden  of  welfare 
costs.  Just  as  the  society  is  committed 
to  providing  equal  opportunity  among 


of  scholarships  of  various  sorts,  that 
is,  but  straight  out  of  tuition.  The 
more  affluent  parents  thus  are  sub- 
sidizing the  less  affluent. 

In  a  sense,  this  student  aid  is  sim- 
ply good  business.  Few  students  today 
want  to  attend  a  country-club  school 
or  one  with  a  homogeneous  student 
body.  Thus  student  aid  is  the  price 
to  be  paid  for  diversity  and  for  a  stu- 
dent body  selected  for  ability  rather 
than  for  family  wealth. 

But  this  is  rough  on  the  middle 
class.  "The  larger  the  percentage  of 
students  who  receive  aid,"  says 
Wooster's  Hans  Jenny,  "the  larger  will 
be  the  addition  to  student  charges  for 
those  who  receive  no  discount.  I  have 
to  charge  the  student  who  is  not  sub- 
sidized $300  or  $400  more  so  I  can 
subsidize  38%  of  the  students  in  the 
institution.  And  every  private  insti- 
tution has  this  problem." 

"What  everybody  worries  about," 
says  Bowdoin's  Howell,  "is  pricing 
yourself  out  of  a  particular  market. 
We're  not  terribly  worried  about  the 
bottom  of  the  market  and  we're  cer- 
tainly not  priced  out  at  the  top.  The 
real  problem  is  the  people  in  be- 
tween." So,  like  other  schools,  Bow- 
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The  ultimate  in  group  facilities  for  up  to 
600.  21  completely  equipped  meeting 
rooms.  Matchless  accommodations  for  420 
persons.  Outstanding  recreational  facilities. 
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Tennis  on  8  Courts,  Transfer  to  and  from 
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doin  is  stretching  the  parameters  of 
aid.  Says  Howell:  "In  the  right  set  of 
circumstances,  a  man  can  qualify  for 
aid  with  a  parental  income  of  $30,000. 
In  fact,  a  third  of  our  students  receiv- 
ing aid  come  from  families  with  in- 
comes in  excess  of  $15,000  a  year." 

Two-Tier  Price  System 

One  of  the  great  anomalies  in  high- 
er education  is  the  two-price  sys- 
tem. A  family  paying  full  charges 
must  spend  $5,115  a  year  to  send  a 
student  to  Columbia,  $3,400  of  it  for 
tuition  alone.  A  few  miles  downtown 
the  student  can  attend  City  Univer- 
sity of  New  York  for  a  fee  of  only 
$95  a  year.  This  is  an  extreme  con- 
trast, but  the  fact  remains  that  it 
costs  in  general  about  twice  as  much 
to  attend  a  private  college  as  a  state 
one.  Including  room  and  board,  it 
cost  a  student  around  $3,100  a  year 
in  1972  to  attend  the  average  private 
college;  the  figure  for  the  average 
public  institution  was  about  $1,400. 

This  disparity  in  charges  has  little 
to  do  with  efficiency.  It  is  a  simple 
matter  of  subsidy.  "Basically,"  says 
Eldon  T.  Smith,  executive  secretary 
of  the  National  Council  of  Indepen- 
dent Colleges  &  Universities,  "it  costs 
just  about  as  much  to  educate  a  stu- 
dent in  a  public  institution  as  it  does 
in  a  private  one."  Private  colleges, 
with  their  emphasis  on  personalized 
education,  do  tend  to  have  lower  stu- 
dent/faculty ratios— 12  to  1  in  private, 
vs.  20  to  1  in  public.  But  this  cost 
differential  accounts  for  only  a  tiny 
part  of  the  differences  between  the 
charges  at  public  and  private  institu- 
tions. The  bulk  comes  from  the  state's 
subsidy  to  public  institutions.  At  pub- 
lic institutions,  undergraduate  tuition 
and  fees  contribute  only  35%  of  in- 
structional costs;  the  general  taxpayer 
puts  up  the  rest.  At  private  institu- 
tions, tuition  and  fees  yield  something 
like  75%;  endowment  income  and  phil- 
anthropic support  account  for  the 
balance.  Thus,  at  the  University  of 
Wisconsin  freshman  tuitions  and  fees 
are  $485  a  year  for  out  of  state  resi- 
dents, 25%  of  the  cost.  At  Wilkes,  they 
are  $2,000,  or  75%  of  the  cost. 

The  competitive  disadvantage  is 
quite  obvious. 

Even  so,  at  the  U.S.'  prestige 
schools— the  Ivy  League  schools,  the 
eastern  liberal  arts  colleges  in  general 
—enrollments  have  held  firm,  and  ap- 
plications are  coming  in  at  the  highest 
level  in  history.  As  in  any  other  mar- 
ket today,  there  are  people  willing  to 
pay  for  quality— and,  rightly  or  wrong- 
ly, quality  is  what  they  think  they  are 
getting  at  the  prestige  schools. 

For  example,  Columbia,  by  do 
means  the  most  prestigious  of  the  Ivy 
League  schools,  had  3,400  applicants 


Deprived  of  other  issues,  radical 
politics  has  won  a  new  lease  on  life 
in  the  financial  problems  of  the 
colleges  and  universities.  When 
California  decided  to  phase  out  the 
School  of  Criminology  at  Berkeley, 
the  students  protested  that  it  was  not 
economics,  but  the  school's  Marxist 
tinge  that  dictated  its  dissolution, 
and  to  make  their  point  they  burned 
Chancellor  Albert  Bowker  in  effigy. 
At  Wisconsin,  the  students  charged 
the  university  was  using  the  financial 
crisis  as  an  excuse  to  deny  tenure  to 
teachers  of  whose  politics  it  disap- 
proved—like social  psychologist 
Joan  Roberts,  an  outspoken  advo- 
cate of  the  rights  of  women. 
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"We  must  devise  a  more  flexible, 
long-range  oil  import  policy  that 


recognizes  the  primary  fact  of 
life  in  petroleum  today-the 
overwhelming  reserve 


superiority  of  the  Middle  Eastern 
countries.  Not  a  futile  search  for 
total  energy  independence,  but 
an  appropriate  blending  of 


it 


mestic  strength  with  a 


minimum  level  of  necessary 
dependence  on  overseas 
energy  resources." 


Thornton  F.  Bradshaw 

President 

Atlantic  R-ichfield  Company 


If  you'd  like  more  information  write  us. 

P.O.  Box 71566 

Los  Angeles,  California  90071 


AtlanticRichfieldCompany    <> 


Where  you  compete,  we  compete. 
In  Amsterdam,  Antwerp,  Athens, 
Atlanta,  Baltimore,  Bangkok,  Beirut, 
Bogota,  Boston,  Bridgetown,  Brussels, 
Caracas,  Cardiff,  Channel  Islands, 
Chicago,  Cleveland,  Dubai,  Dublin, 
Diisseldorf ,  Edinburgh,  Frankfurt,  Geneva, 
Guatemala  City,  Hong  Kong,  Houston, 
Jakarta,  Kansas  City,  Kingston,  London, 
Los  Angeles,  Madrid,  Manila,  Melbourne, 
Mexico  City,  Milan,  Munich,  Nairobi, 
Newcastle,  New  York,  Panama  City, 
Paris,  Piraeus,  Rome,  Rotterdam, 
San  Francisco,  San  Jose,  Sao  Paulo, 
Seoul,  Singapore,  Stockholm,  Sydney, 
Tokyo,  Toronto,  Warsaw. 


A  global  network  of  54  cities.  A  full 
range  of  banking  services.  Important  tools, 
but  by  themselves,  nothing. 

It's  how  we  use  these  resources  that 
helps  you  compete  and  grow. 

And  it  starts  with  listening  carefully  to 
your  situation  and  your  objectives.  All  the 
way  through,  with  an  open  mind. 

Then  we  go  to  work. 

Often  we  are  able  to  do  things  that  other 
banks  can't  or  won't  do  — and  bring  solutions 
to  you  faster  than  you're  used  to  seeing  them. 

That's  the  First  Chicago  style.  Direct, 
pragmatic  and  responsive.  It's  how  we 
compete  with  the  other  international  banks. 
It's  how  we  help  you  compete. 

A  little  of  where  we've  been, 
c   what  we've  done. 

In  Italy,  a  foreign  company  needed  lira. 
Our  solution  provided  a  very  favorable  local 
borrowing  rate  and  no  exchange  risks. 


In  Germany,  our  flexible  bridge 
financing  arrangement  helped  a  company's 
project  until  the  long  term  rates  came  down. 

In  Indonesia,  we  structured  an 
$80,000,000  private  placement  in  one  day, 
had  it  placed  in  less  than  a  week. 

In  Canada,  an  American  company 
needed  help  marketing  their  products.  First 
Chicago  Leasing  International  created  a 
multi-million  dollar  lease  program  for  their 
Canadian  dealers. 

In  Poland,  we  structured  the 
first  Eximbank  loan  authorized  for  them  in 
participation  with  a  U.S.  bank. 

In  America,  we  met  with  a  company 
on  Thursday,  came  back  on  Monday  with 
a  corporate  finance  idea  that  reduced  their 
need  for  funds  by  $  1 ,300,000. 

In  England,  a  company  had  come  to  a 
dead  end  trying  to  raise  funds.  First  Chicago, 
Ltd.  arranged  a  parallel  private  placement 
with  a  Scottish  investment  trust. 

In  Greece,  we  created  a  unique 
revolving  credit  that  saved  a  shipping  group 
$  1 ,100,000  over  traditional  financing 
methods  — in  just  seven  months. 

We're  out  to  help  you  compete  harder  in 
every  country  where  you  do  business. 

First  Chicago  services  are  the  same  as 
at  other  great  international  banks. 
Our  difference  is  in  our  style. 

It  comes  down  to  this. 

We  know  what  to  do,  we're  not  afraid 
to  be  the  first  ones  to  do  it.  That's  a 
competitive  bank.  One  that  stretches  to  help 
you  grow.  In  good  times  and  bad. 

If  our  way  makes  sense  to  you,  we  think 
alike.  And  we  ought  to  get  together  — no 
matter  where  you  compete.  Call  Bob  Haven 
(3 12)  732-59 17  to  get  things  started. 


The  First  National  Bank  of  Chicago 
You  compete.  We  compete. 


©  The  First  National  Bank  of  Chicago  Member  F.D.l.C. 


Piece  of  mind. 


That  little  chip  on  the  leaf 
next  to  Ladybug  is  really  a 
pretty  big  brain. 

Its  an  RCA  integrated 
circuit  called  COS/MOS,  and 

it  has  1,300  transistors 

and  other  circuit  components 

built  in. 

Magnified  here  46  times, 
it  docs  the  thinking  inside 
an  electronic  watch. 

This  chip  oft  the  RCA 
block  is  only  one  in  a  whole 
array  of  liny  devices 
responsible  for  a  boom. 
They're  making  solid  stale 
and  our  own  solid  slake 
in  it     one  of  today's  fastest 
urowinu  industries. 


They  can  do  a  mi 
dI  jobs.  For  instance, 
in  autos,  security  alai 
systems  and  pocket 
calculators. 


In  fact,  almost  anything 
done  elect romeehanieally, 
they  can  do  better. 
More  accurately,  reliably, 
economically.  With  low  energ; 
and  no  pollution. 

Electronics  is  creating  new 
ways  to  make  life  better. 
And  RCA,  which 
helped  create  the  technology, 
is  still  innovating 
the  electronic  way. 


The  electronic  wa\ 


for  the  725  openings  in  its  freshman 
class.  Little  Bowdoin  had  over  4,000 
applications  for  350  openings.  At  Cor- 
nell, Connecticut  and  Vermont,  there 
are  six  applications  for  every  freshman 
opening.  The  picture  is  less  rosy  at  the 
nonprestige  schools.  At  Wilkes  the 
ratio  is  1.5  to  1,  at  the  land-grant 
colleges,  1.3  to  1. 

Obviously  the  earliest  victims  of  the 
educational  recession  will  be  those 
private  colleges  that  lack  either  the 
endowment,  the  prestige  or  both 
needed  to  stay  in  business  against  sub- 
sidized competition  from  public  in- 
stitutions. "Because  the  name  is  not 
known,"  says  Ralph  Huitt,  general 
secretary  of  the  National  Association 
of  State  Universities  &  Land  Grant 
Colleges,  "people  just  don't  feel  that 
going  to  this  little  private  college  will 
give  them  an  advantage  over  going  to 
a  community  college." 

Nearly  150  such  private  colleges 
have  closed  their  doors  in  the  last 
five  years.  The  biggest  percentage 
losses  have  been  among  women's  col- 
leges, hit  both  by  inflation  and  the 
competition  of  men's  colleges  that 
have  gone  coeducational.  There  were 
259  of  these  women's  colleges  a  dec- 
ade ago.  The  number  is  now  down  to 
193.  Hundreds  of  other  four-year  pri- 
vate liberal  arts  colleges  are  in  danger. 
Especially  vulnerable  are  the  Catholic 
schools  that  sprang  up  over  the  past 
decade  and  the  black  schools  that 
have  been  losing  their  best  prospects 
to  predominantly  white  schools.  "Ed- 
ucation has  fallen  in  priority  in  the 
nation,"  says  Andrew  Billingsley,  vice 
president  for  academic  affairs  at  How- 
ard University,  the  U.S.'  most  presti- 
gious black  university.  "The  black  col- 
lege has  always  been  at  the  bottom  for 
resources.  It  will  suffer  even  more." 

Public  Solutions 

The  taxpayer  is  already  paying  a 
price  for  this  decline  of  private  ed- 
ucation. In  states  like  New  York, 
Texas,  Kansas  and  Ohio,  a  number  of 
private  colleges  have  already  disap- 
peared into  the  state  systems.  Tem- 
ple, Pittsburgh  and  the  University  of 
Cincinnati  are  already  semi-taxpayer- 
supported.  And  the  trend  is  unlikely 
to  stop  there. 

"Partial  public  support  of  private 
institutions  is  already  with  us,"  says 
John  C.  Weaver,  president  of  the  Uni- 
versity of  Wisconsin.  "At  some  of  the 
big  private  universities,  half  of  their 
operating  funds  are  public  money 
right  now."  Weaver  lists  Stanford, 
Harvard  and  MIT  as  being  among 
those  that  are,  basically,  already  liv- 
ing off  the  taxpayer. 

Says  Columbia's  President  William 
T.  McGill:  "It  costs  us  $20,000  a 
year  to  educate  a  full-time  medical 


HowIU 

delivers  the  goods. 


IU  companies  deliver  paper, 
food,  industrial,  and  dental 
products  to  customers  from 
Los  Angeles  to  Jacksonville. 

These  distribution  services, 
along  with  the  44-state  network 
of  our  Ryder  Truck  Lines  and 
Pacific  Intermountain  Express, 
account  for  one-half  of  IU's 
revenues  and  about  one-fifth  of 


m 

International 


pre-tax  income.  These  operations, 
plus  our  energy  and  environmen- 
tal management  businesses,  add 
up  to  a  $1.5  billion  company  dedi- 
cated to  delivering  above-average 
earnings  to  its  shareholders. 

For  a  copy  of  our  new  booklet 
on  distribution  services,  write 
IU  International,  Dept.  C18, 
1500  Walnut  St.,  Phila.,  Pa.  19102. 


SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


We've  been  good 
for  27  years. 

And  we're  not  about  to  stop  now. 

Since  1946,  we've  been  developing  a  strong 
business-like  approach  to  solving  commercial 
and  industrial  land  need  problems. 

Our  turn-key  operations  start  with  raw 
land.  Then  finish  with  a  structure  ready  for 
business.  No  middlemen.  No  time  lags.  It's 
all  handled  by  one  company  — and  that's  us. 

Yes,  we've  been  good  for  27  years. 

And  we're  not  about  to  stop  now. 


MSDOWELL 

ENTERPRISES  INC. 

P.O.  BOX  149.  NASHVILLE.  TENNESSEE  37202 


A  DIVERSIFIED  REAL  ESTATE  AND  CONSTRUCTION  COMPANY 
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student,  and  what's  our  tuition— 
$3,000?  So  we've  become  increasingly 
dependent  on  public  funds— a  stagger- 
ing $50  million  for  the  medical  school 
alone.  "We  can  see,"  McGill  goes  on, 
"a  gap  of  $35  million  opening  up  be- 
tween our  university's  current  re- 
sources and  what  we  will  need  by 
1980.  Those  resources  will  be  found, 
but  the  question  is,  what  portion  will 
be  public  resources?  We  do  not  think 
the  intellectual  health  of  a  research 
university  would  be  improved  for  us 
to  drift  into  quasipublic  operation. 
But  clearly  we  seem  to  be  headed  in 
that  direction." 

It  is  certainly  cheaper— to  the  tax- 
payer—to run  an  institution  off  pri- 
vate money  than  off  public.  For  $10 
million  in  various  lands  of  state  aid, 
says  NYU  President  James  Hester, 
New  York  State  keeps  NYU  and  its 
$200-million-a-year  university  and 
medical  school  operation  alive.  "If 
NYU  were  a  public  institution,"  Hester 
estimates,  "it  would  cost  the  taxpayers 
an   additional   $100  million  a   year." 

In  a  few  states,  private  institutions 
are  getting  direct  support  along  the 
lines  of  the  so-called  Bundy  money 
pioneered  in  New  York,  a  fixed 
amount  paid  to  institutions  for  every 
academic  degree  they  award.  In  ad- 
dition, many  states  are  making  tuition 
grants  available  to  students  in  private 
institutions,  generally  on  the  basis  of 
their  parents'  income.  In  combination, 
the  two  seem  the  most  promising 
means  of  maximizing  aid  and  mini- 
mizing the  opportunities  for  state  in- 
terference in  the  private  institutions. 

Unfortunately,  except  in  places  like 
New  York  or  Pennsylvania,  there  isn't 
very  much  taxpayer  money  available 
and   not   much   likely   to   materialize 


any  time  soon.  Education  is  no  longer 
a  high-priority  political  item. 

The  Victims 

In  any  case,  the  state  institutions 
will  survive,  although  with  possibly 
truncated  budgets.  So,  most  likely,  will 
the  prestigious  private  colleges  and, 
in  one  form  or  other,  the  great  private 
universities.  What  is  most  immediate- 
ly threatened  is  some  1,400  four- 
year  private  colleges  that  carry  only 
15$  of  the  U.S.'  total  enrollment.  Does 
this  matter?  Shakeouts,  after  all,  have 
occurred  in  businesses  before.  The 
weak  units  get  squeezed  out.  The 
industry  emerges  the  better  for  it. 

The  answer  is:  Yes,  it  does  matter. 
The  big  taxpayer-supported  schools 
are  not  really  more  efficient  than  the 
small  private  schools.  Says  Wooster's 
Hans  Jenny:  "The  difference  in  the 
cost  of  educating  a  student  at  a  state 
university  and  at  a  private  institution 
is  small.  But  the  difference  in  price 
is  very  large." 

A  fair  analogy  is  the  way  govern- 
ment-subsidized competition  squeezed 
and  continues  to  squeeze  the  railroads. 
Trucks  and  buses  are  not  inherently 
more  efficient;  they  were  made  so  by 
federal  financing  of  the  highways.  As 
New  York  State's  vast  state  system 
grew,  its  private  system  of  colleges 
contracted:  Twenty -eight  private  col- 
leges have  closed  in  New  York  State 
since  1968  when  the  State  Univer- 
sity was  expanding  most  rapidly. 

With  the  closing  of  these  smaller 
schools,  a  good  deal  of  the  diversity 
of  the  U.S.  educational  system  is  be- 
ing lost.  Maybe  the  schools  that  have 
already  closed  are  not  all  that  impor- 
tant. But  now  some  of  the  better  pri- 
vate schools  are  in  trouble.  And  such 


Sixties-Style  activism  still  flourishes  at  Ohio  University,  where  only  last 
spring  gasoline  flared  in  the  streets,  the  police  briskly  cracked  heads 
and  some  students  wound  up  in  jail.  A  series  of  such  incidents  has  helped 
cost  OU  5,000  students  so  far,  $8  million  in  tuition  and  state  subsidy, 
and  its  president,  who  quit  in  protest  at  such  "senseless  violence." 


schools,  because  of  their  very  size,  of- 
fer something  the  giant  institutions 
cannot  really  provide:  the  close  social 
and  intellectual  relationships  of  a 
small  community,  where  student/ 
faculty  contacts  are  warm  and  inti- 
mate and  where  education  becomes  as 
much  a  pattern  of  social  behavior  as 
of  patterned  instruction. 

Indeed,  it  is  not  impossible  that  the 
extreme  alienation  that  swept  across 
cthe  academic  world  in  the  late  Six- 
ties stemmed  in  large  measure  from 
the  fact  that  educational  institutions 
had  grown  too  large  and  too  imper- 
sonal. At  least  one  Canadian  public 
institution,  the  University  of  Toronto, 
has  been  so  concerned  about  the 
problem  of  becoming  too  large  that 
instead  of  growing,  it  sets  up  new  in- 
stitutions and  then  spins  them  off  as 
they  mature. 

"The  kind  of  thing  we  stand  for," 
says  Rhoda  Dorsey,  president  of 
Goucher  College,  a  small,  highly  re- 
spected women's  institution  near  Balti- 
more, "takes  time  and  personal  atten- 
tion, and  you  don't  get  it  in  classes  of 
500  people.  We  exist  because  we  think 
there  are  students  who  still  want  what 
we  give.  Now  that  is  a  gamble.  If  the 
students  don't  want  it,  then  we  are 
going  to  be  out  of  business.  We  are 
not  going  to  turn  ourselves  into  a  fac- 
tory for  diplomas.  It  all  boils  down  to 
the  value  society  places  on  individual 
development  and  achievement.  All  the 
private  institutions  that  are  run  this 
way  run  the  risk  of  being  charged 
with  being  elitist,  and  in  a  sense  they 
are,  because  their  reputation  is  based 
on  their  having  standards."  And  not 
simply  grades,  but  standards  of  in- 
tellectual discipline  as  well. 

Harold  Williams,  former  head  of  the 
Norton  Simon  Inc.  executive  commit- 
tee and  now  dean  of  the  School  of 
Management  at  the  University  of  Cali- 
fornia (Los  Angeles),  recognizes  that 
there  is  waste  and  inefficiency  in  high- 
er education,  but  he  cautions  against 
letting  economics  alone  make  the  de- 
cisions about  which  institutions  will 
survive  and  which  fail.  Says  he:  "To 
justify  our  tremendous  investment  in 
higher  education  in  straight  business 
terms  is  not  possible  because  the 
strengths  are  nonquantifiahlc.  Sure, 
we've  got  to  spend  our  education  dol- 
lars more  effectively.  But  it's  like  ad- 
vertising in  a  way.  Half  the  mone) 
you  spend  is  wasted.  Only  yon  don't 
know  which  half.  And  just  try  to  d<> 
without  it." 

I  nless  the  public  makes  ,i  choice, 
however,  economics  uill  dictate  the 
decisions.  What  will  lurvfve  wiD  be 
the  giant  public  schools  and  the  pres- 
tigious private  ones.  The  precioui  and 
Irreplaceable  middle  ground  will 
gradually  disappear.  ■ 
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In  this  energy-conscious  economy, 

a  company  that  can  help  conserve  energy 

is  really  in  demand. 
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And  that  includes  a  carburetor  manufacturer 
like  Colt  Industries. 


As  the  indus- 
trial sector  of 
the  economy  becomes  increasingly 
important,  the  manufacturer  who 
can  react  to  the  dynamics  of  the  mar- 
ketplace is  increasingly  in  demand. 

A  case  in  point  is  Colt  Industries' 
Holley  Carburetor  Division.  With 
smaller,  energy-conserving  cars 
accounting  for  close  to  50%  of  the 
market,  Horley  is  well  positioned  as 
a  supplier  of  carburetors  for  al- 
most all  U.S.  compact  and  sub- 
compact  automobiles. 

A  growing  business. 
Since  joining  Colt 
Industries  in  1968, 
Holley  has  more 
than  tripled  its 
sales.  The  na1 
tion's  largest 
independent  pro- 
ducer of  automo- 
tive carburetors.70% 


Firearms* 
Sporting  Equipment 


of  Holley's  business  is  with  auto  and 
truck  makers  such  as  American 
Motors,  Chrysler,  Ford,  General 
Motors  and  International  Harvester. 
The  other  30%  is  in  the  automotive 
aftermarket. 

Commitments  have  also  been 
received  totaling  almost  $200  mil- 
lion over  a  period  of  years  for  the 
production  of  emission  control  air 
injection  pumps. 

Names  you  know.  Last  year, 
96%  of  our  business  came  from  such 
industrial  products  as  Holley  car- 
buretors, Crucible  specialty 
steels,  Trent  pipe  and  tubing, 
Fairbanks  Morse  diesel  en- 
gines, Fairbanks  scales,  Pratt 
&  Whitney  and  Elox  production 
equipment,  Quincy  compres- 
sors, Chandler  Evans  aircraft  fuel 
controls.  Only  4%  of  our  business 


came  from 
firearms. 
An  accelerating  pace.  Coming 
off  a  banner  1973,  first-half  results 
for  1974  show  sales  up  29.7%  to 
$555,127,000;  net  up  185%,  and 
earnings  per  share  up  223%  to  $4.88 
—  each  an  all-time  high.  Our  growth 
and  profitability  are  being  propelled 
by  the  breadth  and  strength  of  our 
earnings  base,  leadership  in  indus- 
trial markets  served,  and  strong  de- 
mand for  the  industrial  products 
we  make.  For  copies  of  our  latest 
financial  reports,  write  Colt  Indus- 
tries Inc.  Dept.  F-2, 430  Park  Ave., 
New  York,  N.Y.  10022. 

Colt  industries 
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Love  Her  And  Leave  Her 


That,  say  the  critics,  is  just  what  the 
Liedtke  brothers  did  with  United  Gas- 
acquiring  it,  deflowering  it,  then  dumping  it. 


When  Pennzoil  bought  United  Gas 
back  in  1965,  it  was  a  textbook  exam- 
ple of  a  corporate  raid.  An  aggressive 
Lilliputian  captured  a  sleeping  giant. 
In  March,  when  Pennzoil  announced 
it  was  spinning  off  United  Gas  Pipe 
Line,  a  major  object  of  that  previous 
takeover,  it  was  a  similar  example  of 
a  different  classic  ploy:  Take  the  mon- 
ey and  run. 

In  both  cases  the  winners  were 
Pennzoil's  stockholders.  And  the  losers 
were  United's  customers.  But  the  real 
tragic  role  goes  to  the  Federal  Power 
Commission,  whose  patchwork  regu- 
lation of  the  natural  gas  industry  made 
it  all  possible. 

The  biggest  winners  of  all  were 
Hugh  and  William  Liedtke,  brothers 
with  a  reputation  for  smart  deals  and 
a  flair  for  finding  oil.  Over  a  15-year 
span  they  parlayed  their  West  Texas 
law  practice  into  control  of  Pennzoil, 
a  petroleum  production  and  marketing 
company  with  1965  revenues  of  $86 
million. 

From  there  they  went  after  United 
Gas,  basically  a  utility  company  that 
operated,  on  a  volume  basis,  the  na- 
tion's largest  natural  gas  pipeline. 
United  also  had  attractive  gas  pro- 
duction and  mining  subsidiaries.  The 
Liedtkes  bought  United— five  times 
Pennzoil's  size— through  a  tender  offer 
and  paid  for  its  stock  with  $215  mil- 
lion in  borrowed  money.  They  ended 
up  with  well  over  $1  billion  in  reve- 
nues and  almost  $84  million  in  net 
earnings  last  year.  And  they  became 
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multimillionaires      along      the      way. 

So  far,  impressive,  but  hardly  ex- 
ceptional. Tender  offers,  conglomera- 
tion, deal-making— the  standard  games 
of  the  Sixties.  But  the  Liedtkes  went 
at  it  all  with  an  understanding  that 
there  is  more  to  business  than  simply 
piling  size  upon  size  through  acquisi- 
tions. This  year,  in  fact,  the  brothers 
took  a  major  step  in  the  opposite  di- 
rection. They  announced  the  intention 
to  sell  their  gas  pipeline,  reducing 
Pennzoil's  revenues  by  a  full  one-half 
and  its  net  earnings  by  one-third. 

Why  the  spin-off?  Hugh  Liedtke 
explained  it  to  stockholders  as  being 
the  consequence  of  proposed  legisla- 
tion that  might  make  it  difficult  for 
Pennzoil  to  sell  gas  to  United— a  ma- 
jor customer— as  long  as  United  re- 
mained a  Pennzoil  affiliate. 

There  may,  however,  have  been 
more  to  the  deal  than  that.  At  least 
the  Federal  Power  Commission  thinks 
so.  It  is  making  a  full-scale  investiga- 
tion of  the  proposed  move.  What 
bothers  the  FPC  is  a  suspicion  that 
United  may  not  be  strong  enough  to 
stand  on  its  own.  The  simple  fact  is 
that  the  transaction  leaves  Pennzoil 
in  possession  of  some  of  the  juicier 
assets  of  the  company  it  acquired. 

Among  other  things,  Pennzoil 
would  end  up  with  a  good  deal  of 
United's  cash.  Over  the  past  five  years, 
United  paid  Pennzoil  more  in  divi- 
dends than  United  actually  earned— 
about  $20  million  more. 

Indirectly,    some    of    this    money 


found  its  way  back  into 
United's  treasury— but  in  a 
way  that  benefited  Pennzoil's 
stockholders.  In  1973  Pennz- 
oil loaned  $31  million  to  the 
affiliate.  But  the  loan  wasn't 
in  cash;  it  was  a  bookkeep- 
ing transaction  to  cover 
United's  share  of  two  Pennz- 
oil offshore  gas  production 
projects.  Nevertheless,  the 
loan  became  part  of  United's 
rate  base.  So,  in  effect, 
United's  customers  financed 
the  deal. 

On  the  day  before  the  spin- 
off was  announced,  Pennzoil 
paid  itself  yet  another  divi- 
dend, this  time  in  the  form 
of  $100  million  worth  of 
United  9.75%  preferred  stock. 
When  that  is  added  to 
United's  debt,  the  company  then  has 
an  equity  capital  ratio  of  only  20%, 
vs.  the  35%  to  40%  that  is  standard  for 
other  pipelines. 

Besides  this,  the  preferred  stock 
transaction  obliged  United  to  pay 
Pennzoil  almost  $18  million  a  year 
dividends  and  the  repurchase  of  the 
preferred.  Last  year  United  earned 
only  $24  million. 

In  objecting  to  the  spin-off,  how- 
ever, the  FPC  is  on  weak  ground.  It 
has  the  authority  to  approve  or  dis- 
approve stock  issues  for  electrical  utili- 
ties, but  it  has  no  such  power  over 
pipelines.  As  for  the  Securities  &  Ex- 
change Commission,  it  has  no  say  in 
the  matter  at  all.  The  details  were 
fully  disclosed  in  a  prospectus. 

So,  it  looks  as  if  the  spin-off  will 
prevail  and  the  Liedtkes  will  have 
their  way.  They  are  used  to  legal  prob- 
lems. Earlier  this  year,  they  agreed 
to  pay  $100,000  to  former  Pennzoil 
stockholders.  The  SEC  had  charged 
the  brothers  with  violating  insider 
trading  rules  when  they  and  their 
private  investment  company  bought 
Pennzoil  shares  just  before  the  spin-off 
was  publicly  announced.  (The  i\\<> 
Liedtkes  own  $8  million  worth  <>l 
Pennzoil  stock.)  The  SEC  settlrmi  nt 
has  done  the  brothers  little  real  harm 
so  far,  but  the  possibility  still  re 
mains  of  Justice  Department  ;i<  lion  in 
the  case.  In  addition,  IVnn/oil  still 
faces  a  suit  from  holders  of  its  eon 
vertible  debentures,  who  arc  claim- 
ing that  adjustments  should  have  been 
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Asarco  zinc: as  vital  for  galvanizing  today 

as  it  was  75  years  ago. 


When  Asarco  was  organized  in  1899,  zinc-galvanized 
steel  was  a  common  sight.  In  tubs  and  washboards, 
roofing  and  siding,  zinc  protected  the  steel  from  cor- 
rosion. Since  then  we've  produced  about  7  million 
tons  of  slab  zinc,  much  of  it  for  galvanizing  steel. 
We're  one  of  the  world's  largest  suppliers. 

Today  galvanized  sheet  is  a  thing  of  beauty,  too. 
It  comes  prepainted  in  decorator  colors  for  washers, 


dryers,  ranges— wherever  heat,  liquids  or  detergents 
threaten  corrosion. 

Just  since  1955  the  use  of  galvanized  steel  in  auto- 
mobiles has  increased  more  than  tenfold. 

For  75  years  we've  planned  ahead.  To  keep  up  with 
technology  and  demand.  For  zinc  and  23  other  mate- 
rials. Our  headquarters  are  located  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCCP 

American  Smelting  and  Refining  Company 
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made  in  the  conversion  value  of  their 
notes,  due  to  the  fact  that  Pennzoil 
shares  are  no  longer  backed  by  the 
assets  of  United  Gas. 

Out  In  The  Cold 

As  for  the  spin-off,  it  not  only 
leaves  United  a  depleted  company,  it 
leaves  many  of  United's  customers  out 
in  the  cold,  literally.  Most  pipeline 
companies  have  available  gas  reserves 
equal  to  about  ten  times  their  an- 
nual needs.  But  United's  reserve/ use 
ratio  is  only  seven  times  its  current 
yearly  demand.  On  top  of  this,  the 
FPC  projects  that  United  will  fall 
short  of  meeting  its  contracts  for  gas 
sales  by  about  40%  this  winter— the 
highest  rate  of  any  pipeline  in  the 
country.  As  a  result,  the  Commission's 
curtailment  procedures  will  ration  gas 
among  United's  customers. 

That  makes  those  customers  who 
don't  get  the  gas  they've  contracted 
for  very  mad.  But  it's  nothing  new. 
United  curtailed  service  at  the  32% 
level  last  year.  And  some  customers 
have  been  up  in  arms  for  years  about 
the  treatment  that  the  pipeline  has 
given  them. 

When  Pennzoil  took  over  United, 
the  company  maintained  two  separate 
operations.  Half  its  gas  was  sold 
through  an  intrastate  system  running 
north  through  Louisiana,  which  served 
industrial  customers  and  utilities  in 
that  state.  The  rest  went  to  a  regu- 
lated interstate  system  that  snakes 
along  the  Gulf  Coast  from  Pensacola, 
Fla.  to  Houston,  Tex.  and  delivers 
gas  in  bulk  to  other  major  distribu- 
tion pipelines.  Among  these  distribu- 
tors are  Texas  Eastern,  Texas  Gas 
and  Southern  Natural  Gas. 

As  a  result  of  vigorous  marketing* 
and  a  growth  in  the  demand  for  gas, 
United  was  soon  caught— like  Texas' 
Coastal  States  *( Forbes,  Jan.  J)— with 
its  reserves  down.  By  commingling 
the  gas  in  its  two  systems,  the  com- 
pany brought  its  previously  nonregu- 
lated  intrastate  operation  under  FPC 
jurisdiction.  In  the  process,  United  got 
out  of  some  long-term  contracts  to 
sell  gas  for  as  little  as  21  cents  per 
thousand  cubic  feet  in  Louisiana.  It 
was  abfe  instead  to  make  good  on 
recently  sold  interstate  contracts  at 
the  FPC-regulated  price,  which  is 
now  42  cents. 

Mountains  of  litigation  resulted. 
United  spent  well  over  $1  million 
during  the  past  two  years  in  legal 
fees  alone.  Middle  South  Utilities, 
United's  main  Louisiana  customer,  es- 
timates that  it  will  pass  on  to  its  cus- 
tomers nearly  $200  million  in  addition- 
al fuel  costs  during  1974  because 
United  couldn't  meet  its  gas  contracts. 
One  Louisiana  politician,  unhappy  that 
Pennzoil  moved  United's  headquarters 


from  Shreveport  to  Houston,  has  his 
own  assessment:  "We've  been  raped 
by  our  friends." 

United's  customers  sued  to  get 
their  gas,  and  the  FPC— after  Gordon 
Gooch  had  become  its  general  coun- 
sel (see  box)—  joined  the  case  on 
United's  side.  The  courts  upheld  the 
FPC's  power  to  abrogate  contracts  by 
curtailment  allocations,  letting  Unit- 
ed off  the  hook.  But  some  customers 
are  still  suing  for  damages  from  the 
company.  "We've  found  that  as  early 
as  1968  they  were  keeping  two  sets 
of  gas  reserves  records  and  taking 
new  business  when  they  didn't  have 
the  gas,"  says  John  Miller,  an  attor- 
ney for  Monsanto  and  Texasgulf. 

Challenge 

With  its  lack  of  gas  reserves  and  a 
passel  of  lawsuits,  United  clearly  rep- 
resents a  challenge  for  any  chief  ex- 
ecutive. Who  would  want  to  take 
over  what  is  generally  acknowledged 
to  be  the  most  troubled  company  in 
a  severely  troubled  industry?  The 
Liedtkes  chose  their  cousin,  Hugh 
Roff,  formerly  a  regulatory  attorney 
for  American  Telephone  &  Telegraph 
and  a  man  with  no  experience  in 
the  gas  transmission  business.  To  help 
Roff  along,  they  gave  him  an  office 
six  floors  above  theirs  in  the  building 
housing  Pennzoil's  Houston  headquar- 
ters and  sweetened  the  deal  with  a 
ten-year  contract  at  a  guaranteed  sal- 
ary of  $135,000  annually. 

Roff  is  quick  to  admit  that  finding 
more  gas  is  United's  biggest  current 
problem.  But  doing  that  won't  be 
easy.  For  one  thing,  it's  old  produc- 
tion unit  is  being  retained  by  Pennz- 
oil.   "We're   the   only   major   pipeline 


without  a  production  or  exploration 
affiliate,"  he  explains. 

There  is  another  way  to  get  addi- 
tional reserves,  however.  By  making 
advance  payments,  United  can  buy 
gas  directly  from  producers.  In  fact, 
says  Roff,  "We're  counting  on  Pennz- 
oil as  a  major  supplier."  But  there  will 
be  a  price  to  be  paid:  "We'll  gladly 
make  gas  available  to  United,"  ex- 
plains Bill  Liedtke,  not  too  subtly, 
"provided  there's  no  economic  detri- 
ment to  our  shareholders." 

But  where  will  United  get  the  cash 
for  those  advance  payments— either 
to  Pennzoil  or  other  producers?  "Ob- 
viously, we  wouldn't  be  in  a  position 
to  issue  more  stock,"  admits  Hugh 
Roff.  The  outlook  for  selling  bonds  is 
similarly  bleak. 

Enter  once  again  the  FPC,  which 
really  can't  allow  United's  system  to 
fail.  Too  many  major  trunklines  de- 
pend on  its  8,800-mile  link,  which 
carries  7%  of  the  nation's  gas.  So  the 
Commission  in  effect  will  be  forced 
to  let  United  earn  a  return  on  those 
advance  payments  that  is  sufficient  to 
meet  the  cost  of  borrowing  to  finance 
them.  Just  after  the  spin-off,  United 
filed  for  a  rate  increase  that  asked 
for  a  record  17%  return  on  equity. 
The  result,  of  course,  is  that  the 
pipeline's  customers  will  pay  more  for 
their  gas. 

The  Liedtkes,  however,  are  quick 
to  point  out  that  they've  always 
worked  for  the  best  interests  of  Pennz- 
oil's shareholders.  "I  think  most  pipe- 
line people  would  applaud  what  we've 
done  if  they  really  understood  it,"  says 
Bill  Liedtke.  And  he  and  his  brother 
would  enjoy  that  applause— all  the 
way  to  the  bank.   ■ 


The  Texas  Connections 


By  sheer  chance,  Hugh  Liedtke  ran 
into  his  younger  brother  Bill  on  an 
island  in  the  Pacific.  It  was  near  the 
end  of  World  War  II  and  both  men 
were  serving  in  the  Navy— but  on  dif- 
ferent ships.  The  Liedtkes  celebrated 
the  occasion  with  a  few  drinks  and 
agreed  to  go  to  law  school  together 
at  the  University  of  Texas  in  Austin 
after  the  war. 

As  students  there,  they  rented 
rooms  in  the  house  of  a  young  con- 
gressman. His  name  was  Lyndon 
Johnson.  A  fellow  tenant  was  another 
aspiring  lawyer,  John  Connally. 

When  Hugh  and  Bill  Liedtke 
opened  a  law  office  in  Midland,  Tex., 
they  immediately  started  making  oil 
deals.  One  of  their  early  partners  was 
George  Bush,  currently  chairman  of 
the  Republican   National   Committee. 

The  brothers'  connection  with  the 
South    Penn    Oil    Co.    began    when 


Hugh  examined  a  Standard  &  Poor's 
"yellow  sheet."  He  liked  the  com- 
pany's balance  sheet  and  offered  to 
help  it  find  more  oil.  Today,  the  com- 
pany is  Pennzoil,  and  the  Liedtkes 
run  it.  Their  contacts  with  men  like 
Johnson,  Connally  and  Bush  never  did 
the  Liedtkes  anv  harm.  Another 
Texas  connection  of  great  value  is  the 
prestigious  Houston  law  firm  of  Baker 
&  Botts,  which  did  $1.1  million  worth 
of  work  for  Pennzoil  last  year.  Baine 
Kerr— a  B&B  partner— also  serves  as 
Pennzoil's  general  counsel  at  a  salary 
of  $198,750.  Pennzoil's  Washington 
attorney  is  another  B&B  partner,  Gor- 
don Gooch.  In  1969  Gooch  left  the 
firm  to  serve  as  top  lawyer  at  the 
Federal  Power  Commission.  But  now 
he's  back  heading  the  Washington 
office  of  Baker  &  Botts  and  super- 
vising the  Liedtkes'  dealings  with  his 
old  employer,  the  FPC. 
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Meeting  of  minds  Many  of  the 

world's  greatest  minds  meet  in  Santa  Barbara 
because  of  its  creative  environment.  The  climate 
—  intellectual  and  otherwise,  the  scenic  beauty, 
relaxed  lifestyle  and  wide  range  of  year-round  rec- 
reational  and  cultural  activities  add  up  to 
achievement.  Over  7,000  resort  hotel/motel 
accommodations  plus  fine  meeting  facilities. 
Airline-serviced  and  only  90-freeway  miles  from 
Los  Angeles.  Contact  Santa  Barbara  Conference 
and  Convention  Bureau,  P.O.  Box299-H.  Santa 
Barbara,  CA  93102,  (805)  965-3021. 


Roof  Spray  Stops  Leaks 


Now  your  maintenance  men  can  spray  your 
old,  weathered,  leaky  roofs  and  restore  them 
to  their  original,  watertight  condition.  We 
supply  the  spray  equipment  and  jobsite  in- 
struction at  no  cost  to  you.  The  Randustrial® 
Roof  Spray  Process  is  today's  most  economi- 
cal roof  restoration  system.  Inquire  for  our 
FREE  64  page  Maintenance  Catalog  and  an 
opportunity  to  view  our  new  color  movie, 
"Spray  Roofs— Save  Money." 


NAME 

TITLE 

COMPANY, 
ADDRESS. 
CITY 


STATE.  ZIP. 
TEL.  NO 


area  code       number 


l]   Randustrial, 
■— *l  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave.  Cleveland,  Ohio  44120 
(216)  283-0300 


Who  Won? 


Shipbuilding  and  union  lobbyists  have  just 

beaten  the  oil  industry  lobbyists  in  Congress.  Neither 

taxpayers  nor  consumers  should  cheer. 


While  the  oil  lobbyists  were  success- 
fully stalling  proposals  to  tax  the  in- 
dustry's foreign  earnings,  they  were 
losing  another  battle.  Just  down  the 
corridor  from  the  powerful  House 
Ways  &  Means  Committee  is  the  rath- 
er obscure  House  Committee  on  Mer- 
chant Marine  &  Fisheries.  While  Ways 
&  Means  was  sitting  on  the  oil  tax 
proposal,  Merchant  &  Fisheries  was 
reporting  out  a  bill  requiring  30%  of 
all  U.S.  oil  imports  to  be  carried  in 
American-owned,  built  and  manned 
vessels.  The  House  quickly  passed  the 
bill.  The  Senate  is  almost  certain  to. 

This  could  turn  out  to  be  a  blow 
to  the  big  oil  companies.  They  own 
some  365  tankers,  but  seven  out  of 
eight  fly  non-American  flags— Liberia, 
Panama,  Honduras,  among  others. 
This  is  very  profitable  haulage. 

Can't  the  oil  companies  simply  haul 
down  some  Liberian  flags  and  hoist 
Old  Glory?  Of  course,  but  at  a  huge 
price.  Flying  the  American  flag  on  a 
vessel  means,  first  and  most  important, 
using  American  unionized  labor. 

Couple  that  with  the  required  fed- 
eral government  inspections,  paper- 
work and  health  and  safety  specifica- 
tions, and  the  cost  for  shipping  car- 
goes on  an  American,  as  opposed  to 
a  non- American,  vessel  increases  60%. 
The  Maritime  Administration  estimates 
operating  expenses  for  the  oil  compa- 


nies could  increase  by  as  much  as 
S79.3  million  next  year  alone. 

But  that's  only  part  of  the  blow. 
"The  big  oil  companies,"  explains 
Howard  Pyle,  Washington  represen- 
tative for  Standard  Oil  of  Indiana, 
"shelter  as  much  profit  as  they  can 
in  their  foreign  subsidiaries.  One  way 
you  achieve  a  transfer  of  profit  to  the 
foreign  subsidiary  is  to  charge  the  do- 
mestic parent  the  highest  transporta- 
tion price  for  shipping  the  oil." 

With  the  transfer  of  the  vessels  to 
U.S.  registry,  the  profits,  too,  will 
come  home.  That  means  they  will  be 
taxed  as  U.S.  profits,  says  Pyle.  "Do- 
mestic profits  are  subject  to  U.S.  taxa- 
tion on  a  current  basis  rather  than  on 
a  remitted  basis  as  are  foreign  earn- 
ings, so  less  income  is  sheltered  and 
the  tax  rate  for  the  company  is  in- 
creased." Thus,  when  all  the  bills  are 
added  up,  the  new  maritime  bill  could 
cost  the  oil  companies  as  much  as 
$60  billion  between  now  and   1985. 

The  big  gainers,  of  course,  will  be 
the  powerful  maritime  trade  unions, 
and  the  American  shipbuilding  in- 
dustry, which  has  not  been  competi- 
tive in  the  world  market  for  years.  So, 
the  new  bill  is  no  victory  for  either 
the  American  taxpayer  or  the  Ameri- 
can consumer.  The  new  bill  is  simply 
a  case  of  one  set  of  special  interests 
beating  another  group.  ■ 
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You  see 

all  the  sites  in  Georgia  when 

you  fly  with  C&S. 


Come  fly  with  us.  C&S  is  the  bank  with  the  know-how 
and  capabilities  to  help  you  select  a  site  conveniently. 
And  thev-facts  and  figures  to  help  you  do  ;t  intelligently. 

And  one  thing  more  is  for  sure.  C&S  is  the  only  bank 
in  Georgia  with  complete  objectivity:  objectivity  that 
comes  from  being  located  in  more  cities  throughout  the 
state.  It  means  that  our  industrial  development  experts 
are  uniquely  unbiased.  We  play  no  favorites.  We  can 
afford  to  tell  it  like  it  is. 

And  Georgia  is  a  great  place— for  business  and  for 
pleasure.  Because  Georgia  offers  a  unique  combination 


CgS 


of  advantages  in  terms  of  taxes,  labor  force,  power,  land, 
transportation,  climate— and  particularly,  financing  op- 
portunities. Which  is  where  C&S  happens  to  shine. 

Get  the  unbiased  industrial  development  advice  you 
need— in  depth  and  in  confidence— right  from  the  start. 
Write  Harold  W.  Diffenderfer,  head  of  Industrial  Develop- 
ment Department,  C&S  National  Bank,  99  Annex,  Atlanta, 
Georgia  30399-or  call  him  at  (404)  581-3378-for 
answers  to  all  your  questions,  and  the  free  booklets, 
Industrial  Survey  of  Georgia  and  C&S  Industrial  Develop- 
ment Services. 


The  Citizens  and  Southern  Banks  in  Georgia 


MEMBER  FDIC 


Most  people  feel  that  trees  are  sacred 
But  if  you  think  about  it,  some  trees 
have  to  be  ordinary. 


11.  We  harvest  the  forest  to  help 
make  modern  life  what  it  is  But 
we  also  reforest  it  by  following 
Nature's  rules.  And  this  is  why 
we  say  we're  serving  Man  and 
Nature  to  the  benefit  of  both 


1.  Every  mythology  in  the  world 
has  its  sacred  tree  Tojthe 
Norseman  it  was  Yggdrasill,  an 
immense  ash  that  symbolized 
the  Universe.  The  branches, 
trunk  and  roots  represent  Heaven, 
Earth  and  Hel-the  Norse  land 
of  the  dead.  The  three  Fates 
stood  at  the  base  and  the  stars 
were  hung  in  its  branches. 


10.  Many  people  probably 
don't  realize  how  important 
paper  is  in  their  lives 
Especially  in  packaging  food 
Paper  is  one  of  the  most 
versatile  materials  there  is  for 
solving  packaging  problems 
And  certainly  one  of  the  least 
expensive 


9.  Another  use  we  put  paper  to 
is  school  supplies.  All  the  stuff 
kids  need  to  take  notes  in  class 


8.  One  of  the  many  products 
we  make  from  the  forest  is 
paper  And  a  lot  of  it  goes  into 
magazines.  In  fact,  we're  a 
major  supplier  of  publication 
grade  paper  in  the  U.S.  And 
we  also  are  a  leader  in  the 
development  of  technology  for 
lightweight  p-.persfor  magazines 


7.  We  believe  that  both  the 
sacred  and  the  ordinary  as- 
pects of  trees  can  be  served 
Millions  of  acres  of  virgin 
forest  have  been  set  aside  in 
America  to  be  forever  wild  So 
they  can  be  forever  venerated 
But  we  also  need  the  products 
of  the  forest  for  modern  life 


2.Califorma's  Maidu  Indians 
believed  that  trees  were  directly 
connected  to  the  primal  energy 
of  the  earth's  core,  and  that 
this  holy  fire  could  be  drawn 
out  using  special  drills 


3.  To  the  Greeks,  trees  were 
oracles  that  could  be  consulted 
about  the  future  The  sacred 
oak  grove  at  Dodona  was  sup- 
posed to  be  a  place  where 
Zeus'  voice  could  be  heard 
m  the  rustling  of  the  leaves 


4.  As  much  as  these  ancient 
people  venerated  trees,  they 
still  harvested  them  for  wood 
products  The  Scandinavian 
forests,  for  instance,  have  been 
cut  over  many  times  And 
regenerated  many  times  Yet 
to  an  outsider,  they  may  look 
like  very  old  forests 


6.  There  are  many  ways  to 
regenerate  a  forest  In  the 
Southern  part  of  the  millions 
of  acres  we  care  for,  we  re- 
plant genetically  superior  seed- 
lings by  hand  In  the  Northern 
forests  we  allow  the  forest  to 
reseed  itself  By  leaving  a  seed 
tree  standing  every  50  feet  or 
so  in  the  harvested  area 


^COPYRIGHT  J974.S1  REGIS  PAPIR  COMPANY.  1501AST  4?N0STR«1.  N  Y.  N  V  10017  All  RK, 


5.  Forests  regenerate  more 
quickly  than  many  people 
realize  These  are  renditions 
of  photographs  showing  the 
regeneration  of  a  harvested 
area  after  1 1  years  Newly 
harvested  land  tsnt  pretty 
But  within  five  years  it's  com- 
pletely green  And  within 
twenty  years  it  s  a  full  fledged 
forest  again 
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A  HI.  I  SHED  1749 


"1749.  It  was  a  very  good  year." 


There  was  peace  in  Europe  in  1 749. 

The  American  uprising  had  not  yet  begun. 

The  sounds  of  the  Seven  Years  War  were  still 
out  of  earshot. 

And  the  thought  of  a  French  Revolution  was 
simply  ridiculous. 

In  short,  it  was  the  perfect  time  to  embark  on  an 
enterprise  devoted  to  the  better  things  in  life. 

And  so  it  was,  that  on  a  crisp  Autumn  day,  two 
young  gentlemen  seeking  profitable  investment  and 
interesting  employment,  opened  a  wine  and  spirits 
shop  in  Pall  Mall,  the  heart  of  fashionable  London. 

Dressed  in  three-cornered  hats  and  silver-buckled 
shoes,  they  had  the  culture,  taste  and 
discrimination  to  satisfy  the  most  demanding 
connoisseur— the  Englishman  who  had  travelled, 
and  in  his  travels  had  savored  and  appreciated 
the  best  vineyards  of  the  world. 


They  were  an  immediate  success,  of  course. 
Among  their  first  customers  were  the  eminent 
actor-manager  David  Garrick  and  King  George  II. 

Through  nine  successive  reigns,  the  firm  of 

Justerini  &  Brooks  continued  to  earn  the  Royal  Warrant. 

When  Port  was  a  favorite,  they  supplied 
the  King  with  the  best  port. 

When  Royal  taste  switched  to  Green  Chartreuse, 
it  was  Justerini  who  saw  to  it  that  the 
Palace  had  an  ample  supply  of  the  finest. 

In  the  1  850's  when  scotch  was  discovered  by  wealth) 
Englishmen  on  hunting  trips  to  their  Scottish  estates, 
Justerini  was  among  the  first  London  merchants  to 
acquire  old  bonded  stocks  with  which  to  establish  their 
own  bonded  blend  for  the  likes  of  Charles  Dickens 
as  well  as  the  Queen's  Court. 

Now,  after  more  than  two  centuries  of  war  and  peace, 
of  good  times  and  bad,  the  I  louse  of  Justerini  and  Brooks 
is  pleased  and  proud  to  have  brought  some  225  yeai  S  ot 
cheer  and  good  fellowship  to  every  corner  ot  the  world. 
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225  years  of  pleasure. 


The  Numbers  Game 


Reform  Vs.  Red  Tape 

Don't  worry,  it's  close  enough  for  government  work. 

That's  what  they  say  whenever  a  carpenter  saws  a 
board  too  short  or  miters  a  corner  that  isn't  true. 

Such  a  principle,  it  seems,  often  applies  to  bidding 
on  government  contracts.  But  the  Cost  Accounting  Stand- 
ards Board  wants  to  change  all  that.  The  Board  was 
created  as  an  arm  of  Congress  back  in  1970  when  legis- 
lators were  worried  by  the  Penn  Central  collapse  and 
by  cost  overruns  at  defense  firms  like  Grumman  and  Lock- 
heed. The  purpose  of  the  five-man  Board  is  to  write 
bookkeeping  rules  for  companies  that  receive  the  $40  bil- 
lion worth  of  negotiated  or  "cost-plus"  contracts  the  Gov- 
ernment makes  each  year. 

The  truth  is  that  the  accounting  profession— inadequate 
as  it  has  been  in  developing  standards  for  financial  state- 
ments—has done  an  even  worse  job  in  the  cost  area.  The 
reason  is  simple:  That  isn't  where  the  money  is. 

Accounting  firms  get  most  of  their  fees  either  from 
auditing  and  attesting  balance  sheets  and  income  state- 
ments or  from  doing  tax  work.  Information  about  rela- 
tive product  costs  usually  isn't  necessary  for  these  jobs. 
Cost  accounting  is  fundamentally  a  management  tool.  By 
tradition  every  company  worked  out  its  own  system.  The 
trouble  is,  two  firms'  perfectiy  rational  internal  systems 
might  lead  to  different  results  and  unfairness  either  to 
them  or  to  the  contracting  agency. 

Here's  an  example:  A  corporation  has  two  factories 
that  each  turn  out  the  same  number  of  wambles.  One 
plant  is  highly  automated,  with  only  ten  employees;  the 
other  is  old-fashioned  and  has  a  90-man  work  force.  Sup- 
pose the  allocation  of  $1  million  worth  of  home  office 
overhead  is  based  on  labor— one  generally  accepted  prac- 
tice. That  means  the  wambles  built  in  the  old  plant  carry 
more  overhead  than  those  in  the  new  plant.  Given  a 
choice,  they're  the  ones  to  sell  to  the  Navy. 

As  a  means  of  insuring  compliance  with  its  new  stand- 
ards, the  Board  requires  each  company  with  $30  million, 
in  negotiated  government  business  to  file  a  comprehensive 
statement  of  its  cost-accounting  procedures. 

The  Board  has  found  many  violations.  "There  was  quite 
a  bit  of  trouble  with  what  we  call  double  accounting," 
says  Arthur  Schoenhaut.  He's  a  former  controller  of  the 
Atomic  Energy  Commission  and  is  the  Board's  top  staffer. 
"A  company  would  charge  travel  related  to  a  government 
contract  as  a  direct  expense,  while  all  other  travel  would 
become  part  of  home-office  overhead,"  he  says.  When  that 
expense  was  allocated,  the  government  agency  would 
end  up  paying  for  a  portion  of  travel  that  had  nothing  to 
do  with  its  contract  with  the  company. 

The  .really  tough  question,  however,  is  how  allocation 
should  cbe  handled.  "There  are  two  basic  problems,"  ex- 
plains Harvard  Business  School  Professor  Robert  Anthony. 
"First  you  have  to  make  two  big  pools  that  distinguish 
between  overhead  and  individual  costs;  then  you've  got  to 
assign  both  these  pools  to  specific  contracts."  There's  al- 
ready a  CASB  standard  with  six  pages  of  fine  print  that 
attacks  the  former  issues;  another  of  the  17  standards  in 
the  works  deals  with  the  latter. 

Remember  the  example  of  the  two  wambles  factories? 
Here's  how  the  Board  approaches  that  situation:  In 
general,  home-office  costs  have  to  be  allocated  in  a  manner 
that  relates  to  the  ways  various  plants  benefit.  So  all  pay- 
roll functions— like  personnel— would  be  allocated  on  the 
basis  of  labor  employed.  Costs  of  a  central  data  processing 


system  might  be  assigned  according  to  who  ordered  work 
from  the  system.  In  theory,  that  way  the  labor-intensive 
plant  couldn't  carry  more  than  its  share  of  the  cost  load. 

The  Board  is  also  tackling  depreciation.  Suppose  one 
shipyard  spreads  the  initial  cost  of  its  dry  docks  in  equal 
amounts  over  a  40-year  life.  Another  shipyard,  however, 
uses  accelerated  depreciation— and  writes  off  the  cost  of 
its  dry  dock  in  only  12  years.  Navy  figures  show  that  it  is 
five  times  as  expensive  to  put  up  a  ship  in  the  second  yard 
—because  of  the  way  the  Government  pays  its  bills. 

The  CASB  wants  to  require  contractors  to  use  depre- 
ciation schedules  for  cost  purposes  that  conform  more 
closely  to  the  actual  working  lives  of  the  assets  they 
are  depreciating.  Today,  most  companies  use  the  Internal 
Revenue  Service  depreciation  guidelines.  But  these  are 
typically  15%  or  20%  shorter  than  is  real  asset  life. 

Another  potential  CASB  standard  may  actually  please 
the  contractors.  Currently,  interest  and  capital  costs  are 
not  allowable  expenses  for  federal  contracts.  The  theory 
is  that  the  Government  can  always  borrow  money  cheap- 
er than  private  business.  So  it  in  effect  finances  its  own 
contracts  by  making  progress  payments  as  the  work  gets 
done.  Industry  men  hope  that  the  Board  will  come  up 
with  a  standard  that  allows  for  the  fact  that  they  have 
at  least  some  working  capital  tied  up  in  every  job. 

A  Napoleonic  Code 

By  and  large,  however,  government  contractors  are 
grumbling  about  the  Board's  work.  "We  already  depre- 
ciate one  way  for  financial  statements  and  another  for 
tax  purposes,"  complains  John  Van  Dalen,  controller  at 
Todd  Shipyards.  "This  would  be  a  third."  Virgil  Petti- 
grew,  controller  of  Dallas'  E-Systems,  Inc.,  says  it  cost  his 
company  more  than  $100,000  to  fill  out  the  CASB  forms. 
"Most  of  that,"  he  adds,  "is  getting  passed  right  on  to  the 
Government."  McDonnell  Douglas'  controller,  John  Forry, 
objects  to  the  imposed  uniformity.  "They're  trying  to  set 
up  stiff  rules  like  the  Napoleonic  Code,"  he  says.  "Account- 
ing ought  to  be  flexible  like  the  common  law,  and  decide 
issues  on  the  facts  of  a  particular  case." 

It's  an  old  story.  In  trying  to  curb  abuses,  we  devise 
controls.  And  the  red  tape  makes  those  controls  a  kind 
of  abuse  in  their  own  right.  But  remember,  the  reason  the 
Government  got  into  this  cost-accounting  picture  was 
that  accountants  hadn't  developed  adequate  standards.  ■ 
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The  Mercedes-Benz  280, 

This  year,  some  new  American  cars 

will  look  surprisingly  like  it 

On  the  outside* 


The  original:  the  Mercedes- Ben*  280  Sedan. 


^rnr% 


The  copy:  the  1975  American  "Look-alike." 


The  "Look-alikes"  are  coming* ♦♦sedans  whose  shapes 

and  sizes  are  remarkably  close  to  that  of  the  Mercedes-Benz  280. 

It  was  bound  to  happen*  We  expected  it.  The  silhouette 

may  look  the  same,  but  that  is  where  the  similarity  ends. 


You  simply  can't  make  a  car  in- 
to a  Mercedes-Benz  by  imitat- 
ing its  appearance.  Or  its  interior. 
Or  any  other  single  element. 

You,  the  driver,  can  prove  this 
to  yourself.  Test  drive  a  280  Sedan. 
Then  put  any  of  the  newcomers 
through  the  same  demanding  test. 
The  difference  will  be  driven  home. 
The  engineering  difference. 

We  don't  fault  others  for  trying 
to  follow  the  lead  of  the  280.  In 
fact,  we  applaud  the  move  toward 
sensibly  sized  sedans.  That's  progress. 

But  we  really  must  question  the 
idea  that  another  car  is  like  a  Mer- 
cedes-Benz because  it  has  a  grille 


like  one.  Or  a  silhouette  like  one. 
An  automobile  either  is  a  Mercedes- 
Benz,  or  it  isn't. 

The  Emperors  new  clothes 

Look  beyond  the  new  suits  of 


still  offer  you  engines  designed  long 
ago.  That  may  be  hard  to  believe, 
but  it's  an  engineering  fact. 

It's  a  different  story  with  Mer- 
cedes-Benz. The  contemporary  en- 
gine in  the  280  Sedan  was  designed 

1 


Mercedes- Ben?  280  grille. 

clothes  that  the  imitators  are  sport- 
ing. It's  the  same  old  story. 

Take   the  engine.  You'll  find 
little  that's  new.  These  cars  may 


American  "Look-alike"  grille. 

specifically  for  the  280  Series;  de- 
signed as  an  integral  part  of  the 
automobile. 

This   modern,   twin  overhead 


camshaft  engine  directly  meets  de- 
mands of  today's  driving.  It  gives 
you  fuel  economy  without  sacrific- 
ing performance.  No  "Look-alike" 
domestic  sedan  has  anything  like 
the   engine   in  a  Mercedes-Benz 
280.  You'll  instantly  feel  the  differ- 
ence on  your  first  test  drive. 

No  place  to  compromise 

Look  closely  at  the  rear  suspension 
on  any  of  these  "all-new"  domestic 
sedans.  They  still  feature  simple 
wagon  axles.The  axles  are  one  piece 
and  suspended  by  groups  of  leaf 
springs.  When  one  rear  wheel  hits 
a  bump,  the  other  is  jolted  too. 

Now  look  at  the  Mercedes-Benz 
280.  Its  rear  suspension  is  complete- 


gives  you  the  security  of  control 
because  it  helps  the  standard  radial 
tires  stay  on  the  road,  where  they 
belong. 

Although  4-wheel  independent 
suspension  is  far  more  expensive  to 
engineer  into  an  automobile,  it  is 
the  no-compromise  way.  And  at 
Mercedes-Benz,  we  don't  feel  sus- 
pension and  handling  are  places 
to  cut  corners. 

The  only  way 

The  same  can  be  said  for  brakes. 
Certainly  no  area  to  compromise. 
Here  is  one  area  where  American 
sedans  have  made  great  strides.The 
"Mercedes-style"  new  cars  you 
will  see  in  1975  will  probably  have 
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The  280:  independent  rear  suspension 

so  a  bump  on  the  right  can't  jounce 

the  wheel  on  the  left. 

ly  different.  Each  wheel  has  its  own 
independent  suspension  system. 
That  way,  each  wheel  reacts  to  the 
road  surface  independently.  This 
design— fully  independent  suspen- 
sion—is also  a  safety  feature.  It 


The  "Look-alike: "  wagon- type 

rear  suspension  so  a  bump  on  the  right 

must  jounce  the  wheel  on  the  left. 

disc  brakes.  But  where?  On  the 
front  wheels.  Why  are  disc  brakes 
confined  to  their  front  wheels? 

We  have  no  answer  to  that 

question.  At  Mercedes-Benz,  we 

•  have  designed  4-wheel  disc  brakes 


into  all  of  our  automobiles  for  years. 
Every  wheel  on  every  Mercedes- 
Benz  has  a  disc  brake  to  stop  it— 
4-wheel  disc  brakes.  We  wouldn't 
engineer  an  automobile  without 
them.  At  Mercedes-Benz,  it's  the 
only  way. 

You  get  what  you  pay  for 

To  be  sure,  a  Mercedes-Benz  280 
is  more  expensive  than  the  domes- 
tic newcomers  that  will  try  to  chal- 
lenge it.  Consider  the  basic  differ- 
ences already  mentioned.  Add  some 
others  like  safety  engineering,  re- 
sale value  and  the  Mercedes-Benz 
commitment  to  quality.  These  are 
fundamentals  you  can't  just  "add 
on."  In  a  Mercedes-Benz  you  get 
what  you  pay  for. 

More  and  more  you  hear  about 
cars  that  have  this  or  that  "just 
like  a  Mercedes-Benz."  But  you 
don't  make  a  Mercedes-Benz  by 
just  trying  to  copy  it. 

The  Mercedes-Benz  280  Sedan. 
Make  an  appointment  to  test  drive 
one.  See  why  a  Mercedes- 
Benz  has  become  the 
standard  other  manufac- 
turers measure  by. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 


The  Mercedes-Benz  280  Sedan: 

the  standard  other  manufacturers  measure  by 
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What  Every  Gl 
Secretly  Suspected 

When  it  comes  to  developing,  buying  or  testing 
new  weapons,  the  Russians,  and  even  the  French,  do 
it  better— and  probably  cheaper— than  the  U.S.  Army. 


Top  World  War  II  Army  brass  at  the 
Pentagon  didn't  want  the  Jeep.  In 
Fact,  over  the  years,  the  U.S.  Army 
"establishment"  has  "actively  resisted" 
the  introduction  of  the  Christie  tank, 
the  Sidewinder  missile  and  the  M-16 
rifle.  The  U.S.  Army  has  had  four 
famous  rifles:  Three  of  them  were 
"forced  upon  an  unwilling  Ordnance 
Corps"  by  various  U.S.  Presidents. 

So  what  else  is  new?  The  Confed- 
erate Army  preferred  muzzle-loaders 
to  breech-loaders  when  the  Civil  War 
started;  World  War  I  British  army 
generals  rejected  the  tank  in  the  in- 
terests of  keeping  the  cavalry  charge. 

What  the  U.S.  Army  has  preferred, 
it  seems,  is  to  make  its  own  decisions: 
The  Sheridan  tank's  $1.5-billion  guns 
blew  up;  there  was  the  $500-million- 
plus  MBT-70  tank— a  "strategic  mis- 
take"; and  Army  experts  paid  $60 
million  for  60  atomic  cannons,  57  of 
which  "were  sold  for  junk." 

Today  the  Defense  Department 
spends  $81  billion  annually,  and  al- 
most 25%  of  that  on  new  weapons  de- 
velopment. What's  really  new  is  not 
that  the  Army  spends  much  of  this 
weapons  systems  money  badly,  but 
that  it  has  found  a  way  to  admit  it. 
Naturally  there  is  a  reason. 

Cost-conscious  Congress,  a  jaun- 
diced public,  a  tight  domestic  eco- 
nomic situation  and  the  Army's  own 
history  of  waste  have  forced  the 
Army's  Vietnam  war  policy  of  "mini- 
mum candor"  into  a  peacetime  cash- 
short  policy  of  "maximum  mea  culpa." 

The  Pentagon  did  not  call  in  Mc- 
Kinsey  &  Co.  or  Booz,  Allen.  Rather, 
the  Department  of  the  Army  estab- 
lished a  100-day,  tell-it-like-it-is  civil- 
ian and  military  review  committee. 
Typical  Army  style,  the  committee 
quickly  was  awarded  an  acronym: 
AMARC,  for  Army  Materiel  Acquisi- 
tion Review  Committee. 

Pentagon  Shocker 

The  report  is  blunt:  It  includes  a 
4-foot-long  pullout  chart  showing 
how  many  command  layers  and  de- 
partments a  weapons  system  project 
has  to  go  through  before  it  is  ap- 
proved. "We  felt  a  lot  of  Army  staff 
didn't  appreciate  how  bad  it  was," 
Wendell  B.  Sell,  president  and  chief 
executive  officer  of  Hoffman  Elec- 
tronics Corp.,  who  headed  the  com- 


mittee's U.S.  industry  delegation,  told 
Forbes.  "We  used  that  chart  as  a 
shocker.  We  felt  we  had  to  hit  the 
Army  headquarters  staff,  the  Penta- 
gon staff,  very  hard." 

AMARC's  findings  range  from  the 
horrifying  to  the  hilarious. 

Ammunition  problems  for  the  M- 
16  rifle  continued  to  exist  five  years 
after  the  trouble  had  been  identified. 
One  project  manager  in  30  days  over 
the  Christmas-New  Year  period  gave 
14  separate  briefings  to  the  various 
layers  of  Army  command,  making  five 
separate  trips  from  St.  Louis,  Mo.,  to 
Washington,  D.C.  Buying  a  computer 
can  take  five  years;  the  fastest  big 
computer  purchase  to  date  took  three 
years.  One  Army  laboratory,  attempt- 
ing to  keep  qualified  civilian  person- 
nel, was  trying  to  woo  ROTC  short- 
term  commission  officers  whose  time 
in  uniform  was  ending.  That  labora- 
tory "even  tries  to  marry  the  selected 
officer  to  a  local  girl  to  keep  him  in 
the  area."  How  that  might  be  accom- 
plished was  not  explained. 

"The  Army  is  cognizant  of  [and  has 
even  documented  at  length]  its  his- 
toric failures,"  reports  the  committee. 
"It  has  analyzed  these  with  consid- 
erable objectivity.  It  has  a  collective 
view  that— outnumbered  and  out- 
gunned by  the  Russians— its  major  re- 
course is  to  search  out  more  imagi- 
native and  cost-efficient  weaponry." 

Like  many  a  corporation  outmanned 
and  outgunned  by  the  competition, 
the  Army  is  calling  on  management 
experts— people  like  Sell  and  execu- 
tives from  RCA,  General  Electric, 
Tasker  Industries,  TRW,  Raytheon, 
Fairchild  and  Boeing  among  others 
who  served  on  the  committee. 

AMARC's  first  directive:  Get  proj- 
ect directors— one  project  per  direc- 
tor. Next,  don't  confuse  cost  estimat- 
ing with  mere  accounting.  "It  isn't  just 
a  case  of  the  man  in  the  green  eye- 
shade,"  says  Sell.  Then,  like  the  Rus- 
sians, French  and  Israelis,  "Go  for 
evolutionary  weapons  systems,  not 
revolutionary  ones."  By  this  the 
committee  means  take  something  that 
is  already  proven,  and  improve  on 
it.  It  offers  the  Air  Force  Lightweight 
Fighter  Program  as  an  example:  "a 
program  having  high-level  interest, 
yet  limited  objectives  by  basing  fu- 
ture hardware  on  existing  hardware." 


"Ordnance?  Ah'm  havin' 
trouble  with  mah  shootin'  arn." 

©  1944,  United  Features  Syndicate 

This  differs  from  the  Army's  old 
"Silver  Bullet  Syndrome,"— buying 
new  weapons  just  because  they  cost 
more.  (Or,  as  GIs  used  to  say:  "If  It 
won't  go,  chromium-plate  it.") 

AMARC  recommends  that  the 
Army  consider  competitive  weapons 
development:  "Suppose  we  believe 
that  the  Soviet  130mm  will  shoot 
farther  than  our  155mm  and  that  we 
need  a  howitzer.  The  Army  and  Navy 
weapons  laboratories  should  each  be 
given  a  purse  and  told  to  bring  the 
best  effort  they  can  to  the  proving 
ground  two  years  hence." 

There  is  an  AMARC  recommenda- 
tion that  the  Army  ask  suppliers  for 
warranties,  just  as  the  housewife  gets 
on  her  steam-iron  or  washer. 

The  two- volume,  Di-inch-thick 
compilation  AMARC  has  produced  is 
full  of  straightforward  administrative 
and  management  suggestions  and 
comments.  There  are  obvious  prob- 
lems to  overcome:  like  the  fact  that 
small  caliber  weapons  are  devel- 
oped in  Rock  Island,  111.,  while  the 
ammunition  is  developed  in  Philadel- 
phia; underutilized  arsenals;  "down- 
ward bias,"  where  the  developer 
keeps  the  estimates  low  to  "sell"  the 
project  to  the  Federal  Office  of  Man- 
agement &  Budget  or  Congress;  or 
"buying  in,"  where  the  contractor 
proposes  "unrealistically  low  cost  in 
order  to  win  a  competition." 

The    question    now    is,    with    oik 
more  big  report  to  join  its  many  earliei 
reports,  how  will  the  Army  and  tin- 
Pentagon  actually  do  anything  to  Em 
plement  recommendations? 

Sell  summed  up  the  ansun  m  one 
word:  "Slowly."   ■ 
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A  Bond  Primer 


The  bond  market  looks  very  appealing  these  days. 
But  you  had  better  know  what  you  are  buying. 


People  with  cash  to  invest  are  in 
the  catbird  seat  these  days.  They  can 
buy  stocks  at  fractions  of  their  for- 
mer prices.  Or,  they  can  take  their 
choice  of  all  kinds  of  appetizing-look- 
ing interest  rates. 

There's  a  catch,  of  course.  For 
stocks,  the  catch  is  the  possibility  of  a 
big  recession,  which  could  demolish 
earnings.  For  bonds,  the  catch  is  in- 
flation. At  10%  interest  and  a  40%  tax 
rate,  you're  not  really  making  any- 
thing when  inflation  is  12%.  In  fact, 
your  money  is  shrinking  at  the  rate 
of  6%  a  year. 

So  what  do  you  do  with  your  mon- 
ey? Speculate  in  gold  or  silver  or 
commodities  and  you  can  lose  it  all. 
Leave  it  in  cash  and  just  watch  it 
depreciate. 

Okay,  so  you  opt  for  the  lesser 
evil  of  high-yielding,  fixed-income 
securities.  Your  risks  are  much  less 
that  way  and  you  will  at  least  slow 
down  the  evaporation  of  your  capital. 
But  which  bonds?  Which  fixed-income 
investments? 

If  you  have  the  standard  $100,000, 
or  want  to  join  a  money-market  mu- 
tual fund,  you  can  buy  a  certificate 
of  deposit  and  earn  12%  or  so  for 
periods  of  anywhere  from  one  month 
to  one  year. 

Or,  you  can  go  into  bonds,  which 
have  several  advantages  over  CDs: 
They  are  traded  on  the  various  ex- 
changes  and   you  can   buy  them   in 


denominations  of  as  little  as  $1,000. 

If  you  want  to  buy  bonds,  there 
are  certain  basic  things  you  should 
know.  The  first  is:  Know  your  bor- 
rower. You  may  not  need  to  analyze 
the  issuer  as  closely  as  you  would  a 
company  whose  stock  you  are  buy- 
ing, but  you  should  be  darned  sure 
the  company  is  sound.  One  of  the 
most  dangerous  things  is  reaching  for 
high  interest  rates:  A  bond  that  pays 
1%  or  2%  higher  than  the  average  can 
be  a  very  poor  bargain  if  the  compa- 
ny defaults  or  goes  broke.  (Converse- 
ly, a  bond  may  be  a  true  bargain  if 
its  issuer  is  temporarily  out  of  favor 
but  basically  sound;  some  experts 
think  utility  bonds  may  fall  in  this 
category  today.)  As  for  quality,  the 
bond  ratings  given  by  the  various 
services  are  some  indication,  but  they 
aren't  infallible. 

Another  important  thing  to  remem- 
ber is  that  there  are  two  types  of 
yield:  current  yield  and  yield  to  ma- 
turity. If  a  bond  sells  at  par  (100 
cents  on  the  dollar),  the  two  yields 
are  the  same,  but  if  the  bond  sells 
below  par,  the  yield  to  maturity  will 
be  higher  than  the  current  yield  be- 
cause the  payback  of  100  is  higher 
than  what  you  bought  the  bond  for. 

We'll    give   a   simple    example.    A 

bond   pays    6%   and   is    due   in   five 

years  and  the  current  market  price  is 

80.  The  current  yield  works  out  to 

"7.5%.  But  the  yield  to  maturity  rec- 


Coupon 

Maturity 

Moody 
Ratings 

Recent 
Price 

Yield  to 
Maturity 

Treasury  Issues 

Bill 

Note 

Bond 

9.0% 
8.5 

8/26/75 
8/15/80 
5/15/99 

9.05%* 
100.14 
97.4 

9.88% 

8.60 

8.74 

Federal  Agencies 

Federal  Intermediate 

Credit  Bank  (FICB) 

9.8 

6/2/75 

99.78 

10.06 

Federal  National 

Mortgage  Assn.  (FNMA) 

10.0 

6/10/76 

100.5 

9.64 

FNMA 

9.8 

6/11/79 

101.25 

9.50 

FNMA 

9.7 

9/10/81 

101.5 

9.40 

Muncipals 


New  York  City 
Los  Angeles 
Chicago 
New  York  State 


8.0 
4.0 
6.5 
6.0 


2/1/76 
6/1/82 
1/1/82 
3/15/90 


A 
Aaa 
Aa 
Aa 


101.32 
83.60 
102.5 
100.00 


7.0 
6.75 
6.1 
6.0 


Corporate 


AT&T 

7.0 

'01 

Aaa 

75 

9.4 

PacTT 

3.5 

'81 

Aaa 

71 

4.9 

Std  Oil  of  Ind 

4.5 

'83 

Aaa 

72.5 

9.0 

Ford  Motor 

9.25 

'94 

Aaa 

97.75 

9.5 

American  Brands 

9.62 

'79 

Aa 

99.8 

9.76 

'Discount. 


ognizes  that  the  bond  will  be  paid 
off  in  five  years  at  100.  So  the  20 
points  constitute  a  return,  too.  It 
takes  complicated  calculations  to  work 
out  yield  to  maturity,  but  in  this 
case  it  would  be  about  11.35%. 

Should  you  buy  long-term  bonds  or 
short-term  bonds?  That,  again,  re- 
quires a  value  judgment.  If  you  ex- 
pect a  continuation  of  rip-roaring  in- 
flation, stay  away  from  long-terms. 
At  least  with  short-term  bonds,  you 
have  the  maturity  date— the  payoff 
time— to  guarantee  that  you  will  be 
taken  out  at  100  cents  on  the  dollar 
fairly  soon.  With  long-term  bonds,  it 
might  be  your  grandchildren  who 
would  collect— and  in  almost  worth- 
less dollars. 

Possible  Gains 

On  the  other  hand,  if  you  are  op- 
timistic about  getting  inflation  under 
control,  long-term  bonds  can  be  an 
intelligent  speculation.  If  the  bond 
pays  10%,  and  inflation  and  interest 
rates  come  down,  then  the  price  of 
your  bond  will  go  up.  You  will  have 
a  nice  capital  gain.  But  be  sure  the 
bond  has  what  is  known  as  "call  pro- 
tection." This  means  the  issuer  can't 
redeem  the  bond  as  soon  as  interest 
rates  drop. 

Short-term,  fixed-income  securities 
carry  less  market  risk.  They  won't 
go  down  as  much  if  interest  rates 
rise  (or  go  up  as  much  if  rates  drop). 
The  hitch  with  short-term  securities, 
however,  is  that  if  interest  rates  do 
drop,  you  will  get  your  money  back 
and  you  have  the  problem  of  reinvest- 
ing it  at  much  lower  rates  prevailing 
at  the  time. 

Basically,  there  are  four  kinds  of 
fixed  securities: 

U.S.  Treasury  Securities.  Just  about 
the  safest  and  most  liquid  security  in 
the  world  today  is  a  U.S.  Treasury 
bill— an  IOU  issued  by  the  Federal 
Government  for  periods  of  one  day  to 
one  year.  You  can  buy  them  fast  and 
sell  them  fast  and  the  commissions 
are  minimal.  Your  broker  or  banker 
can  get  them  for  you.  A  local  Fed- 
eral Reserve  bank  will  sell  you  new 
issues  without  charging  you  any  com- 
mission at  all. 

Treasury  notes  run  from  one  to  sev- 
en years.  Longer-term  Treasuries  are 
known  as  bonds  and  usually  run  for 
more  than  seven  years. 

17.  S.  Agency  Obligations.  If  you 
want  a  somewhat  better  yield  but 
want  to  stick  to  paper  implicitly 
backed  by  Uncle  Sam,  you  can  do 
worse  than  look  at  bonds  issued  by 
federal  agencies  such  as  Federal  Land 
Banks  and  the  Federal  National  Mort- 
gage Association  (Fannie  Mae).  They 
issue  paper  in  all  maturities,  from  one 
month  to  25  years    You  get  a  break 
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It  takes  a  level  head 

and  a  loving  heart  to  be 

a  Delta  professional* 


You  meet  all  kinds  of  people 
with  all  kinds  of  travel 
problems  in  a  Delta  ticket 
office.  And  you  have  to  know 
all  the  answers. 

But  not  just  pat  answers. 
You  try  hard  to  come  up  with 
a  lower  fare,  an  easier 
connection,  a  faster  route, 


a  free  stopover,  whatever's 
best  for  the  customer. 

You  could  get  by  with  less. 
A  lot  of  folks  wouldn't  know  the 
difference.  But  when  it  comes 
to  people,  a  Delta  Air  Lines 
professional  couldn't 
care  more,  adelta 

The  ai'i'^e  fun  by  professionals 


Delta  is  ready  when  you  are; 


on  state  and  local  taxes  with  these 
agency  bonds,  as  you  do  with  Trea- 
sury securities. 

Tax-free  Municipals.  This  covers  a 
wide  range:  state  obligations,  city  ob- 
ligations, school  districts,  public  au- 
thorities. Thanks  to  the  famous  case 
of  Collector  vs.  Day,  interest  on 
these  bonds  is  free  from  federal  in- 
come taxes. 

The  trouble  with  municipals  is  that 
there  are  literally  thousands  of  issuers. 
Many  of  the  bonds  issued  are  small 
and  highly  illiquid.  You  may  find  that 
you  are  going  to  take  a  terrible  licking 
when  you  go  to  sell  them— the  spread 
between  bid  and  asked  prices  can 
range  several  points.  Look  for  big, 
liquid  issues  and  know  the  issuer. 
Even  then,  municipals  are  for  long- 
term  investing,  not  for  trading;  even 
in  the  liquid  issues  you  can  face  some 
big  spreads. 

The  appeal  of  municipals  is  ob- 
vious. If  you  are  in  a  40%  joint  return 
tax  bracket,  a  6%  yield  is  as  good  as 
11.5%  in  a  taxable  issue.  If  you  hap- 
pen to  be  in  a  50%  tax  bracket,  6% 
is  equal  to  12%. 

Go  Big 

Corporate  Bonds.  Among  these, 
utility  bonds  are  the  high  yielders  to- 
day, partly  because  people  are  wor- 
ried about  their  solvency,  partly  be- 
cause the  market  is  glutted  with  this 
kind  of  bond. 

Many  corporate  bonds  are  traded 
on  the  New  York  Stock  Exchange.  In 
general,  the  same  rule  applies  here  as 
applies  to  municipals:  Stick  to  big  is- 
sues by  well-known  borrowers;  other- 
wise you  may  lose  as  much  as  a  full 
year's  interest  when  you  go  to  sell.  Al- 
so, if  possible,  buy  in  round  lots; 
odd  lots  are  harder  to  sell  and  will 
usually  bring  a  much  lower  price  than 
a  round  lot. 

Floating-Rate  Bank  Notes.  A  new 
development  this  year  is  the  floating 
rate  notes,  such  as  the  huge  Citibank 
issue.  These  are  handy  for  the  small 
investor;  they  come  in  $1,000  denom- 
inations. The  interest  rate  is  fixed  for 
the  first  year  but  for  the  second  year  it 
will  fluctuate  with  the  Treasury  bill 
rate,  keeping  a  full  1%  above  it  to 
compensate  for  the  greater  risk.  The 
problem  could  be  that  if  interest 
rates  drop  you  won't  get  the  return 
you  expect.  Only  two  years  ago  tin- 
Treasury  bill  rate  was  just  above  3%. 
You  might  find  yourself  earning  the 
current  9.7%  and  higher  for  the  first 
year,  but  only  5%  or  6%  the  second 
year.  And,  of  course,  if  the  banks  net 
into  trouble.  .  .  . 

It's  a  great  big  market  out    there 
The  yields  are  fine,  the  degree  of  safe 
ty   is    high.    But   don't   jump    in    with 
your  eyes  closed.  ■ 
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HOW  MANY  OF  THESE  OFFICE  PAPERFLOW 
OPERATIONS  HAVEN'T  YOU  MECHANIZED  YET? 


Every  piece  of  paper 
that  goes  from  one 
person  to  another,  one 
department  to  another, 
one  business  to 
another,  represents  a 
lot  of  expensive, 
time-consuming, 
and  potentially  error- 
prone  work. 

Time-consuming 
because  it's  probably 
being  done  by  hand. 

Error-prone 
because  most  hand 
work  gets  to  be 
repetitive,  tedious, 
boring. 

Expensive  because 
time  is  money. 

But  it  doesn't  have 
to  be  that  way. 

Not  when  we  here 
at  Pitney  Bowes 
have  a  wide  range  of 
machines  made  to 
work  together  as 
systems  to  mechanize 
almost  all  of  it: 
copying,  collating, 
counting,  imprinting, 
addressing,  folding, 
inserting,  weighing, 
sealing,  stamping, 
even  mail  opening. 


Pitney  Bowes  has 
been  in  the  business 
of  making  paper  move 
faster  for  over  fifty 
years.  One  of  our 
experts  can  show  you 
some  of  what  we've 
learned  with  a  free 
diagnosis  of  your 
paperflow.  It'll  tell  you 
where  your  logjams 
are  occurring  or  are 
most  likely  to,  and  he'll 
custom  design  a 
paperflow  system  that 
can  clear  them  out. 

For  more 
information,  write  us. 
Pitney  Bowes, 
1715  Pacific  Street, 
Stamford,  Conn. 
06904.  Or  call  one  of 
our  190  offices 
throughout  the  U.S. 
and  Canada. 

If  time  is  money, 
so  is  paper. 


=  Pitney  Bowes 


Because  business  travels 
at  the  speed  of  paper. 


On  The  Defensive 

Attack!  ordered  General  Kircher,  and  the 
Singer  Co.  rolled  forward  on  four  fronts. 
But  the  offensive  failed  to  reach  its  objectives 
and  now  Singer  is  hard  pressed  all  along  the  line. 

Just  three  years  ago,  Forbes  said 
of  Donald  Kircher  and  his  Singer  Co.: 
"Kircher  has  only  made  Singer  a  big 
company;  he  hasn't  made  it  a  great 
company."  Last  month,  Singer  looked 
very  much  like  a  sick  company. 

Getting  big  without  getting  more 
profitable  is  a  dangerous  game.  But 
the  prosperity  of  the  Sixties  made 
Singer  look  good  at  times.  It  was  a 
20-times-earnings  stock  in  the  late 
Sixties  and  early  Seventies.  Even 
though  its  profit  margins  were  get- 
ting thinner,  Singer's  sales  were  grow- 
ing so  fast  that  earnings  per  share 
managed  to  make  some  progress. 

Now,  in  a  weakening  economy,  the 
cracks  are  beginning  to  show. 

Don  Kircher,  a  handsome  young 
lawyer  and  World  War  II  tank  com- 
mander under  General  George  Pat- 
ton,  took  over  a  sluggish  but  rich 
Singer  in  1958.  Strapping  on  his  pearl- 
handled  revolvers  ( metaphorically 
speaking),  Kircher  mounted  a  huge 
expansion  and  diversification  cam- 
paign. The  costs  were  enormous. 
From  being  almost  debt-free,  Singer 
went  into  debt— long-term,  short-term 
and  subsidiary— of  $1  billion;  debt 
exceeds  equity  by  $100  million. 

In  the  first  half  of  1974,  Singer's 
dollar  volume  continued  to  climb: 
up  12%  to  $1.3  billion.  But  earnings 
dropped  to  $1.72  a  share. 

In  its  basic  business,  sewing  ma- 
chines, Singer  is  in  trouble.  Accord- 
ing to  Consumer  Reports,  its  machines 
are  less  trouble-free  than  those  of 
competitors  like  Bernina,  Brother, 
Elna.  With  sewing  machine  sales 
slipping,  Singer  had  to  cut  back  to  a 
four-day  workweek  at  its  big  Clyde- 
bank, Scotland  plant.  There  are  ru- 
mors of  cuts  at  the  two  U.S.  plants. 
To  bolster  sales,  Singer  is  beginning 
to  sell  its  machines  through  depart- 
ment stores  in  competition  with  its 
own  stores.  On  the  one  hand,  this 
builds  the  marketing  network.  But 
it  also  threatens  to  weaken  the  tradi- 
tional distribution  system. 

Almost  from  the  day  Kircher  be- 
came Singer's  boss  in  1958,  he 
planned  to  diminish  the  importance 
of  the  traditional  sewing  machine 
business  by  adding  higher  technology 
products.  His  strategy  was  to  build  a 
company  on  three  legs;  sewing  ma- 
chines, office  and  data  processing 
equipment  and  a  varied  mix  of  elec- 


tronics and  control  products  for  de- 
fense and  industrial  customers.  Kir- 
cher added  the  new  legs  mainly  by 
buying  General  Precision  and  Freid- 
en,  Inc.,  both  weak  companies.  The 
weak  legs  have  remained  weak. 

In  accounting,  billing  and  other  of- 
fice machines— roughly  10%  of  its  busi- 
ness—Singer may  face  stiff  losses.  A 
slackening  demand  for  Singer's  out- 
dated electromechanical  gear  in  Eu- 
rope has  forced  Kircher  to  close  a 
plant  in  Holland.  At  the  moment, 
Kircher's  men  estimate  the  before-tax 
loss  could  run  as  high  as  $22  million. 
Though  Singer  denies  it,  there  are 
persistent  reports  that  a  team  of 
company  auditors  is  out  looking  for 
machines  that  were  sent  to  dealers, 
but  ended  up  being  recorded  as  fi- 
nal sales.  Some  $40  million  could  be 
involved. 

Point-Of-Sale 

In  the  much-touted  retail  informa- 
tion systems  business  (electronic  cash 
registers  and  the  like)  Singer  has 
boasted  about  having  more  orders 
than  anybody  else,  roughly  $350  mil- 
lion. But  $227  million  of  this  equip- 
ment won't  get  delivered  before  next 
year,  or  later.  Kircher  has  had  to  lay 
off  more  than  250  employees  at  the 
company's  plants  in  Albuquerque, 
N.M.  and  San  Leandro,  Calif. 

In  electronic  calculators  and  sim- 
ilar products,  Singer  is  up  against  a 
long  list  of  competitors,  including  the 
Japanese  and  Texas  Instruments. 
Prices  for  these  products  are  regular- 
ly being  slashed.  Companies  like  TI 
can  afford  to  cut  prices  because  of 
their  manufacturing  expertise.  Singer 
can  not.  Its  machines  are  made  mainly 
by  Hitachi.  In  the  end,  Singer  could 
be  forced  out  of  the  business. 


Singer's  aerospace  systems  is  also 
weakening.  One  of  its  main  businesses 
is  the  well-known  Link  aircraft  train- 
er. This  business  thrives  best  when 
the  aircraft  makers  are  bringing  out 
new  aircraft,  but  no  one  is  doing  that 
these  days.  Orders  from  abroad  have 
brought  in  new  business.  However, 
last  year  Singer  had  to  beef  up  its  re- 
search and  development  program  to 
come  up  with  new  products  for  the 
division,  which  trimmed  operating 
profits  from  $8.7  million  to  $7.9  mil- 
lion. At  best,  margins  in  this  group 
will  be  extremely  narrow. 

Kircher  had  a  fourth  business  on 
which  he  could  lean.  Now  that  is 
caving  in  too.  Last  year  Singer's  hous- 
ing subsidiary,  which  builds  single- 
family  homes,  mostly  in  the  South- 
west, netted  $9  million,  or  nearly  10% 
of  total  company  net.  In  the  first 
quarter  of  1974  the  subsidiary  made 
only  $700,000  and  in  the  second,  next 
to  nothing.  Given  the  mortgage-mon- 
ey crunch,  Kircher  can  forget  about 
help  from  housing. 

With  debt  sky-high  to  handle  all 
this  business,  Singer's  interest  cost  was 
$40  million  in  the  first  half  of  1974. 
vs.  only  $24  million  a  year  earlier 
That's  one  of  the  major  reasons  Sinn 
er's  first-half  profits  plunged  28%. 

Activist  that  he  is,  Kircher  has  met 
the  situation  with  frenetic-  activity. 
Heads  have  rolled.  Five  vice  presi- 
dents  have  been  removed  from  then 
old  jobs  and  at  least  two  arc  out 
altogether.  Then  he  set  up  a  new 
headquarters  staff  and  hauled  his  new 
group  off  to  tranquil  Sterling  Forest, 
N.Y.  to  lay  out  new  strategy  and 
tactics.  But  right  now  Kin  her  is  i.idiei 
like  a  general  who  has  committed  all 
of  his  reserves  and  finds  liimsrll  tin 
der  attack  from  all  quarters.  ■ 
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Next  time 

youre  watch  watching, 

think of Textron. 


I  A 


Why?  Because  the  band  that's  holding 
your  watch  is  likely  to  be  from  Textron's 
Speidel  Division.  Probably  Speidel's 
leading  design,  the  Twist-O-Flex"" 
watchband. 

Think  about  it.  Textron  is  Speidel 
watchbands.  And  Homelite  chain  saws. 
And  Bell  helicopters. 


And  the  one  thing  they  all  have  in 
common  is  the  uncommon  products 
they  arc. 

Textron 

A  COMPANY  TO  THINK  ABOUT. 


Lloyd's  Of  London  Wants  $ 


. . .  but  be  prepared  to  gamble. 

Lloyd's  of  London.  Who  hasn't 
heard  the  famous,  alliterative  name 
of  the  house  that  insures  against 
everything  from  a  hole-in-one  ( Lloyd's 
will  pay  for  the  drinks  you  have  to 
buy  in  the  clubhouse)  to  a  sudden 
sag  in  a  movie  star's  bosom  (Lloyd's 
will  insure  any  career  risk,  but  will 
not  insure  against  incompetence ) . 

Behind  the  famous  image  rests  a 
large  marine,  aviation,  auto,  fire  & 
casualty  insurance  group  that  is  one 
of  the  world's  oldest  financial  institu- 
tions. It  was  founded  in  1688  when 
ship  captains  and  London  money  men 
met  in  Edward  Lloyd's  coffeehouse 
on  a  street  running  down  to  the 
Thames.  It  is  less  a  company,  more 
a  collection  of  individuals  who  take 
shares  of  the  risk  involved  in  a  vessel's 
voyage,  an  airplane's  flight  or  an  auto- 
mobile's everyday  drive.  Lloyd's  will 
insure  a  company  against  its  chief  ex- 
ecutive getting  kidnapped  in  these 
perilous  times.  But  only  a  Lloyd's  sub- 
sidiary can  insure  life  as  such;  Lloyd's 
itself,  being  a  collection  of  individuals, 
is  incapable  of  betting  that  the  insurer 
will  outlive  the  insured. 

As  an  organization,  collectively  rep- 
resented by  the  corporation  of  Lloyd's, 
it  reports  its  global  accounts  after  a 
three-year  delay  for  settlement  of 
claims,  recovery  of  lost  ships,  etc.  In 
its  latest  figures,  for  the  year  1970, 
Lloyd's  of  London  took  in  $1.8  billion 
in  premium  income  and  netted  $156 
million  in  profit. 

A  Different  Breed 

Lloyd's  is  not  an  insurance  compa- 
ny as  Americans  know  the  term.  Un- 
like U.S.  companies,  Lloyd's  gets  no 
investment  income  from  premiums 
earned  as  profit  by  the  individual 
members.  The  revenues,  the  assets 
and  the  profits  all  belong  to  the  in- 
dividual risk-takers.  All  members  do 
contribute  to  funds  like  the  central 
fund,  which  provides  further  reserves. 
Lloyd's  itself  is  just  a  giant  pool. 

The  risks  at  sea  and  in  the  air  have 
grown  geometrically,  as  have  the  size 
and  cargoes  of  oil  tankers  and  jet 
planes.  Bigger  risks  demand  more  and 
bigger  risk-takers.  In  short,  Lloyd's  of 
London  wants  capital;  Lloyd's  of  Lon- 
don wants  you. 

Lloyd's  has  over  7,000  members  but 
only  2,500  underwriters— that  is,  men 
who  make  a  profession  of  insurance. 
The  other  members  lend  their  capital 
to  a  number  of  syndicates,  each  of 
which  backs  a  particular  underwriter. 
The  underwriter  sits  each  day  at  one 


of  the  desks  in  the  great  hall  of  Lloyd's 
—the  desks  called  "boxes"  after  the 
pew-like  benches  of  the  coffeehouse 
long  ago— while  insurance  brokers 
bring  him  business.  If  the  underwriter 
likes  the  risk,  he  sets  a  rate  on  it, 
takes  a  portion  of  it  on  behalf  of  his 
syndicate  and  scratches  his  signature 
on  a  slip  of  paper.  The  broker  then 
takes  the  slip  around  to  other  un- 
derwriters until  the  risk  is  subscribed. 
Members  in  the  19th  century  be- 
came essentially  a  club  of  British  blue 
bloods.  But  this  has  changed  as 
Lloyd's  has  modernized  and,  more  im- 
portant, needed  capital.  Women  are 
now  members,  and  non-Britons,  as 
well  as  Britons  of  all  classes.  Henry 
Cooper,  the  former  British  heavy- 
weight boxer,  is  a  member.  Arab  mon- 
ey men  are  members;  so  are  American 
money  men.  These  are  mainly  insur- 
ance men,  such  as  Bernard  Daenzer. 
Lloyd's,  naturally,  would  like  to  in- 
clude some  U.S.  industrialists  as  mem- 
bers—there's   no    rule    against    a   few 


noninsurance  men  in  the  club. 

What  do  you  have  to  do  or  be  to 
gain  membership  in  Lloyd's?  Why 
should  anybody  want  to? 

The  requirements,  first  of  all,  for 
foreigners,  are  that  the  candidate 
have  £100,000  ($240,000)  in  readi- 
ly accessible  assets.  Such  a  sum  does 
not  have  to  be  put  down  in  cash; 
£20,000  ($48,000)  will  do.  And  this 
does  not  have  to  be  in  cash,  but  can 
be  in  Treasury  bills,  British  govern- 
ment gilt-edged  securities  or  similar 
paper,  like  a  bank's  certificate  of  de- 
posit. While  Lloyd's  becomes  trustee 
of  the  paper,  the  member  retains  the 
income  from  it.  Therefore,  goes  the 
argument,  any  return  from  putting 
one's  money  to  work  in  Lloyd's  in- 
surance is  on  top  of  the  interest  re- 
ceived on  the  stake  put  up. 

Lloyd's  reported  income  works  out 
only  to  some  9%  return  on  its  mem- 
bers' capital.  That,  however,  is  the 
aggregate.  Individual  syndicates  of- 
ten make  more,  much  more,  it  is  said. 
( Logically,  they  must  lose  more,  too. ) 
Just  how  much  more  is  rather  a 
vague  secret.  Says  one  Lloyd's  under- 
writer: "Oh  no,  we  don't  say  how 
much  we  make.  I  mean,  that  would 
be  opening  up   the  business   here   a 
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for  One  Hundred  Pound^nd  aeterl^U  thmiJtoAe  Jew 

U/i  Sum  received  of  /yj/^Wt^t^iT^'^, >?. 


greater  or 


We  who  ksve  hereunto  fubjcrihed  mt?  Names,  do,  for  eurf elves  JeveraUy,  and 
/or  our  Jeverat  and  rtfre&ne  Heirs,  Executors,  Admimjlrators,  anj  AjSgns, 
and  net  one  for  the  ether  or  ethers  of  Us,  or  Jer  the  Heirs,  Executors,  Admin- 
/rotors,  §r  Afgns,  of  the  ether  er  ethers  of  Us,  effume,  engage,  and  promije, 
that  We,  refptdively,  er  our  Jeycred  and  refteBwe  Heiri,  Executors,  Admni- 
Jtrotors,  and  AJfons,  JkaU  and  wilt  pay,  er  cau/e  to  he  paid,  unto  the /aid 

Heirs.  Executors,  Adminiftratori,  and  Affigns,  the  Sum  and  Sums  ej  Money 
which  We  have  hereunto  refpeOsvetyJuhJcrikd,  without  any  Abatement  whatever, 
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Risky  Business.  Back  on  May  21, 1813  Lloyd's  gambled  that  Napoleon  wouldn't 
be  captured  or  killed  for  one  month.  Had  it  written  that  policy  two  years 
later,  they  would  have  lost— thanks  to  the  Iron  Duke. 
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AMERICAN  BUSINESS  PRODUCTS 
*  *  *  NEW  RECORDS 


1974  FIRST  HALF 

*  Revenue  up  29% 

*  Income  up  66% 

*  Earnings  per  share  up  64% 

1973  RECORDS 

*  Sales  increased  for  the  35th  straight  year 
reaching  $54.5  million  -  a  gain  of  17.7%. 

*  Net  income  rose  19.4%  exceeding  $2  million 
for  the  first  time. 

*  Income  per  share  reached  a  record  $1.07  up 
18.9%. 

*  Dividends  were  paid  for  the  33rd  year  in  a 
row  and  were  increased  for  the  16th  con- 
secutive year. 


Ej|Gp 


American  Business  Products 

The  steady  growth  company. 

Amex  Symbol:  ABP 


Average  Annual 
Compound  Growth 
Rat*  18.5% 


70       71       72       73 


For  more  information  just  write: 

Henry  Curtis,  Chairman 
American  Business  Products,  Inc. 
Suite  330  -  Emerson  Center 
Atlanta,  Georgia  30339 
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CITY 
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How  a  "Free" 
Checking  Account 
can  actually  lose 
you  $500  a  year 

Announce  expansion  of  only  bank  plan 
in  U.S.  that  allows  both  checks  and 
top  interest  at  same  time 

Millions  of  Americans  today  consider  them- 
selves lucky  to  have  a  so-called  "free" 
checking  account.  But  what  they  don't 
realize  is  that  many  are  actually  letting 
$100,  $300,  even  $500  or  more  in  hard 
cash  slip  through  their  fingers  every  year. 
This  i?  because,  although  the  checks  are 
free,  their  account  isn't  earning  them  one 
cent  in  interest. 

But  now  there's  a  unique  bank  plan,  the 
only  nationwide  plan  of  its  kind,  that  not 
only  gives  you  free  checks  but  pays  you 
maximum  rate  interest  on  all  the  money 
now  lying  idle  in  your  checkbook.  Account- 
holders  can  write  free  checks  on  credit 
against  the  entire  account  while  the  interest 
is  compounded  daily. 

Like  a  free  checking  account  that 
pays  highest  savings  account  inter- 


est. There  are  no  check  or  service  charges, 
and  because  of  a  free  repayment  period,  the 
account  can  be  used  just  like  a  completely 
free  checking  account  with  no  minimum 
balance  required. 

The  accounts  are  exclusive  to  Citizens 
Bank  &  Trust  Co.  in  suburban  Chicago,  a 
bank  in  the  quarter-billion-dollar  class 
with  exceptional  reserves  and  F.D.I.C. 
insurance.  All  transactions  are  by  postage- 
free  mail. 

A  bank  spokesman  reports  that  people 
with  "United  Security  Accounts"  earn  as 
much  as  $100,  $500  or  more  extra  interest 
every  year,  even  though  they  can  still 
write  checks  up  to  their  full  balance.  One 
confidential  bank  account  does  the  work 
of  both  savings  and  checking. 

Although  "U.S.A."  accounts  are  now 
held  by  80,000  depositors,  new  accounts 
have  only  been  available  at  limited  inter- 
vals, mainly  to  persons  recommended  by 
present  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new  accounts 
without  recommendation. 

During  this  limited  application  period, 
anyone  interested  is  invited  to  send,  with- 
out obligation,  for  a  free  booklet  describing 
the  special  advantages  of  these  accounts. 
The  convenient  coupon  below  should  be 
sent  without  delay. 


FREE  BOOKLET  COUPON 


Howard  S.  Hadley,  U.S.A.  Director 
Citizens  Bank  &  Trust  Co.,  Dept.  F-19 
(Park  Ridge)  Chicago,  III.  60666 

Please  mail  me  my  free  booklet  with  full  information  on 
how  I  can  use  a  "United  Security  Account"  like  a  fret- 
checking  account  that  pays  highest  savings  account  interest. 

NAME 
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bit  too  much.  But  everybody  aims  to 
make  15%  to  20%  and  often  can  do 
better,  especially  in  marine." 

On  the  other  hand,  ships  and  oil 
tankers  do  crash  and  break  up  in 
fog.  Terrorists  have  burned  three  jet 
airliners  in  one  day  on  a  Libyan  air- 
strip. That  costs  money.  So  do  nat- 
ural disasters  like  1965's  Hurricane 
Betsy  on  the  East  Coast  of  the  U.S. 
That  blow  cost  some  Lloyd's  under- 
writers a  cool  £50,000,  and  the 
shock  led  directly  to  a  lot  of  the  "old 
boys"  of  Lloyd's  retiring  from  the  field 
to  make  way  for  the  modern,  and 
computer-using,  underwriters. 

Today  a  large  London  insurance 
broker  firm  named  C.E.  Heath  is  a 
syndicate  backer  at  Lloyd's.  In  fact, 
the  leading  syndicate  backers  at 
Lloyd's  are  the  very  brokers  who 
bring  it  business;  they  get  in  as  well 
on  the  reinsurance.  Such  a  closed  cir- 
cle has  its  perils.  Which  is  why 
Lloyd's  wants  new  blood  and  the 
money  that  comes  with  it. 

For  Lloyd's  is  in  a  struggle  for  busi- 
ness with  U.S.  companies,  say  Lloyd's 
spokesmen.  (INA  and  Crum  &  For- 
ster,  for  example,  are  big  in  marine 
and  aviation  insurance  in  the  U.S.) 
The  American  companies  cut  the 
rates,  say  the  spokesmen,  and  live  off 
the  investment  income— which  Lloyd's 
doesn't  have.  This  is  a  switch  from 
the  days  when  American  companies 
used  to  insure  at  one  rate  in  the  States 
and  reinsure  the  risk  at  Lloyd's  low- 
rates.  Today  the  game  is  keener,  and 
Lloyd's  is  pulling  out  the  stops  in  the 
race  for  business  and  capital. 

The  Romance  Of  Business 

Lloyd's  has  its  own  peculiar  assets: 
individuals,  for  one  thing  (Geoffrey 
Eliot,  of  Lloyd's,  is  conceded  the  best 
aviation  underwriter  in  the  world); 
its  daring  for  another.  Lloyd's  set  the 
rate  for  insuring  oil  drilling  rigs.  Ins 
ing  its  shirt  until  it  sorted  things  out 
Lloyd's  "still  li.is  the  romance  of  the 
business,"    is    how     Michael     Wynn 

Jones,    CO-author    <>l    ,i    new     hook    on 

Lloyd's,  puts  it. 
Romance?     Romance.      Like     tin* 

Lloyd's  broker  who  was  confronted 
with  the  possibility  ot  losing  a  $10- 
million  claim  because  laboratory  tests 
showed  the  gre.it  and  valuable  S( 
retariat  and  bis  stablemate,  Riva 
Ridge,  to  l>e  unfit  for  stud,  Coolly,  the 
London  broker  and  an  understanding 
Kentucky  stud  farm  manager  con- 
vinced the  nervous  bloodstock   hack 

t  is  to  take  the  horses  out  ol  the  lab 
oratory  and  put  them  with  iii. in  s 
Secretariat  and  Riva  Ridge  came 
through,  and  Lloyd's  syndicate  pock 
(led  the  $1 -million  premium  grate 
fully  paid  l>\  Mis.  Penny  Tweedy 
the  horses'  o\*  nei    ■ 
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How  do  you  improve  a  successful 

operation  of  13  Lear  jets? 

\fou  buy  12  more. 


Harry  B.  Combs.  President      Bruce  G.  Sundlun,  President 
Gates  Learjet  Corporation       Executive  |et  Aviation,  Inc. 


Ask  Bruce  Sundlun  of  EJA 


A  great  many  claims  continue  to  be  made  about 
business  jet  performance  and  economy  of  operations.  We'd 
prefer  to  let  our  customers  do  the  talking.  Executive 
jet  Aviation,  inc.,  of  Columbus,  Ohio,  the  world's  largest 
business  jet  charter  service,  will  soon  begin  taking  delivery 
of  an  additional  1 2  new  learjets,  nearly  doubling  its  fleet. 

EjA  has  operated  Learjets  since  1965,  logging  more 
than  36  million  miles.  While  providing  excellent  service  for 
its  clients,  EjA  has  also  been  recording  profits  for  its  share- 
holders, thanks  to  good  management  and  the  Learjets 
unmatched  package  of  high  performance  at  low  cost. 

EJA  is  only  one  of  many  examples  of  the  Learjets 
providing  true  jet  performance  —  comfortably,  reliably, 
safely  and  economically.  Learjets  have  earned  the  confi- 
dence, appreciation  and  enthusiasm  of  more  than  450 


" 


additional  owners  the  world  over.  Bob  Wolin,  our  vice 
president  —  domestic  marketing,  will  be  glad  to  provide 
all  the  information  you'd  like  to  have.  His  number  is 
(316)  722-1 100. 


>*£a  (£&~*-&-*_. 


Hacry  Conibs,  President 


GATES  LEARJET 


Gates  Learjet  Corp.  /  Box  1 280  /  Wichita,  Kansas  67201/ 
N  e  w  York  /  C  hicago  /  Dallas  /  Denver  /  Geneva 
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Member  of  GA  MA 


Bendix  building 
materials  get  new  homes 
off  to  a  great  start. 


EARNINGS  PER  SHARE 

$4.19 

ANNUAL 

NINE  MONTHS 

$3.37 

$3.36 

$2.95  1 

$2.56 

$1.95 

1 

1 

70          71          72          73 

73         74 

$32.3 

$42.1 

$56.0 

$69.3 

$48.9 

$54.8 

EARNINGS   (Millions) 

Bendix  is  moving  up.  Per  share  earnings 
for  the  first  nine  months  of  fiscal  1974  are 
up  14  percent  over  earnings  before  ex- 
traordinary items  for  the  corresponding 
period  of  1 973.  And  1 973  was  a  record  year. 

Figures  exclude  a  non-recurring  credit  and 
extraordinary  items. 


And  give  older  ones 
a  beautiful  finish. 

Getting  new  homes  off  to  a  great  start.  That's  certainly  one 
way  Bendix  building  materials  are  put  to  use. 

But  giving  older  homes  a  beautiful  finish  is  another.  In 
both  markets,  Bendix  really  delivers  the  goods.  Aluminum 
siding  and  spouting,  lumber,  plywood,  paneling,  particle- 
board,  fencing,  wood  and  corrugated  containers.  Thanks  to 
this  wide  range  of  diverse  products,  we're  capturing  an  ever- 
increasing  share  of  markets  like  home  renovation,  agricul- 
tural and  industrial  ...  all  activities  that  do  not  necessarily 
follow  the  home  building  trend.  Last  year,  for  instance,  these 
markets  accounted  for  over  50%  of  our  building  materials 
sales.  This  helps  explain  why  our  subsidiary,  American 
Forest  Products  Corporation,  experienced  its  most  profit- 
able year  ever.  Revenues  were  $278  million,  up  30%  from 
1972.  Operating  profits  were  $20  million,  a  50%  increase 
over  1972. 

We're  a  company  on  the  move,  stronger  than  ever  and 
growing  in  the  businesses  we're  known  for .  .  .  automotive, 
aerospace  and  housing.  It's  the  kind  of  growth  that  helped 
us  achieve   record   earnings  in  fiscal    1973  on  a  25%  . 
increase  in  sales  to  $2.23  billion. 

We'd  like  to  tell  you  more.  Send  for  our  Annual  and 
Quarterly  Reports.  The  Bendix  Corporation,  Bendix  Center, 
Southfield,  Michigan  48076. 
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we  finance 

aren't  even 

electric. 
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(LIKE  STYLE) 
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Whether  it's  furnishings  for  homeowners 
or  production  equipment  for  industry, 
we  finance  things  with  the  kind  of 
no-holds-barred  creativity  you'll  hardly 
find  anywhere  else.  That's  financial 
style.  That's  our  style! 
As  business  problems  grow  more 
complex,  so  do  the  financial  solutions 
they  require.  And  that's  where  we  come 
in  with  innovative  financial  proposals 
to  help  our  customers  grow. 
As  one  of  the  nation's  largest  financing 


organizations,  we're  accustomed  to 
solving  big  financing  problems.  The 
tough  ones.  Our  services  vary  from 
consumer  financing  to  capital  loans  and 
leveraged  leasing.  Our  experience? 
Many  years  working  with  practically 
every  segment  of  American  business. 
Whatever  you  need  for  corporate  growth, 
write  or  phone  us  today. 
Because  we  do  things  a  little  differently 
at  GECC.  And,  we  believe,  a  lot  better. 
We  finance  and  lease  things  in  style! 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 
Stamford,  Connecticut  06904 


Equipment  and  Fleet  Leasing 

Installment  Purchase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real  Estate  Financing 

Accounts  Receivable  and  Inventory  Financing 

Wholesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 


Eastman  Kodak's  total  market  value 
last  month  was  still  more  than  $12 
billion,  making  it  the  fourth-biggest 
stock  in  the  U.S.— behind  only  IBM, 
AT&T  and  Exxon,  and  well  ahead  of 
much  larger  companies  such  as  Gen- 
eral Motors,  General  Electric  and 
Sears,  Roebuck.  It  is  still  selling  at  20 
times  earnings  in  a  seven-times  mar- 
ket. But  Kodak  hasn't  entirely  escaped 
in  the  great  bear  market.  Its  stock  is 
down  nearly  by  half  from  its  1973 
high,  and  has  dropped  30  points  in 
July  and  August  alone. 

This  year  some  cracks  have  shown. 
Kodak's  immediate  future  looks  a  bit 
blurry.  On  a  15%  increase  in  sales  for 
the  first  half  of  1974,  Kodak  actually 
showed  a  smaller  operating  profit 
than  during  the  same  period  in  1973. 
Its  operating  profit  margins  dropped 
all  the  way  from  28  cents  on  the  sales 
dollar  to  23  cents.  Are  harder  times 
ahead  for  the  $4-billion  (sales)  Roch- 
ester, N.Y.  photography-and-chemi- 
cals  giant?  After  months  of  research, 
Forbes  has  concluded  that  Kodak's 
growth  definitely  seems  to  be  slowing. 

Kodak  is  not  marked  for  slaughter, 
but  is  in  for  a  real  comedown.  For 
the  rest  of  this  year  there  will  be  some 
pluses,  notably  higher  interest  income 
from  Kodak's  $l-billion  cash  hoard 
and  an  absence  of  currency  losses 
that  afflicted  Kodak  in  last  year's 
fourth  quarter.  Nevertheless,  for  the 
year  as  a  whole,  actual  profits  from 
operations  are  almost  certainly  going 
to  be  lower  than  last  year's.  Only  by 
straining  can  the  company  improve 
on  1973's  $4.05  a  share. 

But  we  are  not  simply  talking  about 
a  one-year  interruption  of  a  growth 
curve.  What  lies  beyond  1974  looks 
equally  iffy  for  Kodak. 

It  is  easy  to  see  why  the  institu- 
tions have  been  slow  to  lose  faith  in 


The 
Blurry 
Picture 

At 

Eastman 

Kodak 


There's  almost  no  way 

this  company  can  repeat 

in  the  next  decade  its 

triumphs  of  the  past. 

Kodak.  The  company  has  impressive 
strengths.  It  has  a  net  worth  of  $3 
billion  and  very  little  debt.  It  has  an 
annual  cash  flow  of  nearly  $850  mil- 
lion and  a  research  and  development 
budget  of  more  than  $250  million. 
Kodak  virtually  dominates  the  world- 
wide market  for  amateur  photographic 
products.  And  its  position  in  chemi- 
cals is  exceptionally  strong. 

Amateur  film,  especially  color  film, 
is  a  gold  mine  for  Kodak.  Senator 
Charles  Percy,  former  chairman  of 
Bell  &  Howell,  recalls  B&H's  defunct 
joint  venture  to  market  a  du  Pont- 
made  color  film:  "Du  Pont's  film  was 
very  good,"  Percy  says,  "but  Kodak's 
film  kept  improving  and  sending  us 
back  to  the  drawing  boards.  Du  Pont 
was  not  willing  to  continue  the  multi- 
million-dollar investment  that  was 
necessary.  Kodak's  technological  lead 
was  simply  too  great  for  them."  When 
du  Pont  brought  out  its  new  film, 
Kodak,  it  is  claimed,  simply  plucked 
off  the  shelf  a  superior  color  film  that 
it  had  already  developed.  It  became 
clear  to  du  Pont  that  that  was  only 
the  beginning:  Kodak  had  more  tech- 
nology where  that  came  from.  Du 
Pont  threw  in  the  towel.  From  then 
on  Kodak  had  virtually  a  clear  field 
in  the  fast-growing  amateur  color-film 
market.  It  reaped  a  rich  harvest  of 
profits  from  its  near  monopoly. 

Today  Kodak  sells  about  90%  of  the 
amateur  film  sold  in  the  U.S.  With 
this  kind  of  volume,  its  profits  are 
huge.  It  is  a  safe  guess  that  Kodak 
nets  around  60%  before  taxes  on 
every  roll  of  color  film  it  sells.  This 
is  the  dominance  upon  which  Kodak's 
high  profitability  and  high  price/ 
earnings  ratio  has  been  built. 

Kodak's  photographic  hardware  is 
also  profitable,  though  not  as  prof- 
itable  as   the  film.   This   is   no   case 


of  razor  and  razor  blades;  Kodak  does 
not  sell  cameras  at  cost  in  order  to 
encourage  the  use  of  film.  For  exam- 
ple, its  Instamatic  line  probably  car- 
ries gross  profit  margins  of  as  high 
as  40%.  In  cameras  and  other  hard- 
ware, Kodak's  dominance  is  not  as 
great  as  it  is  in  film,  but  it  is  over- 
whelming all  the  same.  Polaroid's  in- 
stant photography  accounts  for  about 
one-third  of  all  still  cameras  sold  in 
the  U.S.;  of  the  remaining  two-thirds, 
Kodak  has  85%. 

Kodak  is  also  big  in  X-ray  film  and 
equipment,  sharing  the  market  lead 
with  du  Pont.  It  now  has  maybe  15% 
of  the  U.S.  retail  photofinishing  busi- 
ness (a  1954  consent  decree  cost  Ko- 
dak its  dominance  here),  but  that  15% 
is  highly  profitable.  Then,  too,  Kodak 
also  has  the  lion's  share  of  the  supply 
business  to  the  independent  retailers. 

Hollywood  And  Hitler 

Kodak  has  been  big  in  the  pro- 
fessional movie  industry  since  Thomas 
Edison  used  Kodak  film  to  demonstrate 
the  first  movie  camera.  Kodak  was 
later  helped  by  the  fact  that,  even 
though  a  German  company  had  better 
quality  film  than  Kodak,  German  com- 
panies were  hardly  popular  with  the 
Jewish  movie  moguls  who  controlled 
Hollywood  in  its  heyday  in  the  1930s. 

Kodak  is  also  strong  in  microfilm. 
Insiders  say  it  originally  got  into  the 
microfilm  hardware  business  in  order 
to  sell  microfilm,  a  small  but  lucra- 
tive market  in  which  Kodak's  operat- 
ing margin  is  around  30%.  Kodak  en- 
tered the  hardware  market  with  sys- 
tems hardware  priced  high  enough  to 
attract  competition.  It  succeeded  bet- 
ter than  it  had  hoped.  The  market  be- 
came overcrowded.  So,  say  the  insid- 
ers, a  few  years  ago  Kodak  lowered  the 
boom.  It  offered  expanded  service  to 
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How  Gould  Improved 
Profit  Margins. 


Seven  years  ago  Gould  was  a  $115  million 
company  in  the  battery  industry.  Today,  Gould 
has  become  a  broadly  based  electrical/ 
electronic  company  (including  batteries),  in  a 
stronger  position  than  ever  to  manage  our 
future. 

Fiscal  1974  was  a  year  of  record  sales  and 
earnings.  But  more  importantly,  it  showed  that 
Gould  could  withstand  external  economic 
pressures  and  still  maintain  profit  margin 
improvement.  Also,  a  significant  shift  in  the 
company's  business  became  more  apparent. 
We  continued  our  emphasis  on  new  product 
development  as  a  basic  growth  strategy,  and 
improved  our  leadership  position  in  many  of 
the  markets  we  serve. 

Record  sales  and  earnings. 

For  the  year  ended  June  30,  1974,  Gould 
reported  net  earnings  of  $30,439,000  (up  28%) 
on  sales  of  $739,747,000  (up  19%).  During  the 
last  five  years,  earnings  per  share  have 
increased  at  an  average  annual  rate  in 
excess  of  14%. 

Resisting  external  economic  pressures. 

1974  has  been  a  trying  year  for  many 
companies.  The  energy  crisis,  inflation,  and  a 
reduction  in  automobile  production  truly  tested 
Gould's  management  abilities  and  market 
positions.  In  spite  of  these  problems,  our 
growth  record  improved.  How  did  we  do  it? 
There  are  basically  three  reasons. 


1.  Attention  to  basic 

management  fundamentals. 

Our  program  to  reduce  costs  generated  more 
than  a  $20  million  contribution.  Our  efforts  to 
manage  working  capital,  so  it  wouldn't  increase 
proportionately  to  sales,  were  successful  in 
helping  improve  profit  margins. 

Another  management  control,  contingency 
planning,  was  tested  by  the  effects  of  the 
switch  from  big  to  small  cars,  the  energy  crisis 
and  the  reduction  in  housing  starts.  These 
actions  could  have  caused  problems  for 
Gould.  But  the  profit  results  show  the  tests 
were  met  successfully. 

(Sales  and  earnings  per  share  1968-1974) 


I  'Sales  ($  Millions) 
'Earnings  Per  Share 


$739.7 


$340.0 


1968       1969       1970       1971       1972 
'Restated  to  reflect  acquisitions. 


1973      1974 


2.  Changing  the  emphasis  to 
electrical/electronic. 


74  sales 


One  reason  for  Gould's  growth  has  been  the 
accomplishment  of  our  strategy  to  generate  an 
increasing  share  of  sales  and  profits  from 
electrical  and  electronic  products.  This  year, 
only  10%  of  Gould's  sales  were  to  automotive 
OEM's,  and  that  includes  original  equipment 
automotive  batteries.  This  has  had  a  favorable 
effect  on  profit  margins  because  it  lets  us 
concentrate  our  technologies  where  they 
provide  a  higher  and  less  cyclical  return. 

3.  Accelerating  product 
development  programs. 

In  fiscal  1974,  we  spent  $28  million  on  R&D, 
up  31%  from  the  year  before.  An  increasing 
share  of  sates  and  earnings  came  from  new 
products  that  didn't  exist  five  years  ago. 

For  example,  our  new  thin  copper  foil  has 
made  us  the  world's  leading  supplier  of  that 
material  for  printed  circuit  boards.  An  electric 
vehicle  power  system — battery,  charger,  motor 
and  controls — is  being  built  on  schedule. 


Initially,  it  will  power  350  electric  delivery 
vehicles  for  use  in  a  U.S.  Postal  Service  pilot 
program.  Flexatherm®,  a  unique  electric 
heating  element,  is  gaining  broader  customer 
acceptance  and  sales  because  of  its  efficiency 
and  lower  cost.  And  a  new  electric  motor  for 
appliances  has  safety  features  that  provide 
strong  marketing  advantages. 

We  introduced  three  new  health  care  systems 
including  a  battery  powered,  portable 
defibrillator/cardioscope;  a  telemetry  system 
for  monitoring  ambulatory  cardiac  patients; 
and  a  patient  monitoring  system  for  bed  rest 
patients.  A  new  twenty-two  inch  wide 
electrostatic  computer  printer/plotter  broadens 
our  line  in  the  data  systems  market. 

These  are  just  a  few  examples  of  concentrating 
our  integrated  technologies  to  give  us  market 
leadership  and  provide  above  average 
earnings. 

In  fiscal  1975,  spending  for  R&D  will  increase 
from  $28  million  to  $35  million  and  capital 
expenditures  will  be  increased  from  $31  million 
to  $41  million.  These  are  indications  of  our 
belief  in  Gould's  future. 

Managing  Gould's  future. 

We  have  accomplished  the  necessary  internal 
management  controls,  structured  our  business 
to  grow  aggressively,  and  demonstrated 
growth  potential  in  spite  of  external  pressures 
from  the  economy.  The  past  seven  years  have 
been  exciting  ones.  The  next  seven  years  are 
going  to  be  even  more  exciting. 


GOULD 

the  proud  inventors 

Gould  Inc.,  8550  West  Bryn  Mawr  Avenue,  Chicago,  Illinois  60631 


its  customers,  effectively  lowering  its 
prices  and  forcing  inefficient  competi- 
tors out. 

George  Eastman  organized  Kodak's 
internationa]  operations  soon  after  he 
organized  the  U.S.  operation.  The 
Eastman  Photographic  Materials  Co. 
Ltd.  was  organized  in  London  in 
1889.  Kodak-Pathe  was  organized  in 
France  in  1927  and  Kodak  of  Ger- 
many AG  was  set  up  in  the  same 
year.  In  these  countries  Kodak  is  often 
thought  of  as  a  local  company.  Its 
protective  coloration,  unlike  that  of 
many  U.S.  companies,  is  excellent.  In 
recent  years.  Kodak  has  been  reaping 
rich  rewards  from  international  opera- 
tions. International  sales  and  earnings 
have  almost  doubled  in  the  past  five 
years  and  the  1973  return  on  Kodak's 
equity  was  a  gratifying  27%.  How- 
ever, international  performance  has 
been  strongly  tied  to  the  world  econ- 
omy. Most  of  the  worldwide  growth 
came  in  the  boom  years  of  1972  and 
1973;  between  1969  and  1971,  sales 
increased  23%  and  earnings  only  18%. 

Kodak  got  into  the  chemicals  busi- 
ness during  World  War  I  when  it  be- 
came impossible  to  get  chemicals 
from  Europe.  It  was  a  natural  out- 
growth, since  George  Eastman's  bad 
experience  in  1882  (see  box,  p.  92) 
had  left  him  with  a  desire  for  vertical 


integration  of  his  business. 

The  chemical  division  is  a  jewel  in 
its  own  right.  It  was  intended  as  a 
service  organization  for  the  photo- 
graphic end  of  the  company.  How- 
ever, it  has  grown  into  much  more 
than  that.  "It's  a  beautiful  business," 
says  White,  Weld,  Vice  President 
Brenda  Landry.  Indeed  it  is.  It  is 
similar  in  product  and  profitability  to 
du  Pont,  although  it's  much  smaller 
(about  $800  million  in  sales).  But  it 
can  afford  to  pick  and  choose  what  it 
will  produce,  so  it  can  avoid  com- 
modities, and  most  of  what  it  does 
produce  has  grown  out  of  photo- 
graphic chemicals  research.  Operat- 
ing margins  are  high— 20%— and  over 
the  past  few  years  the  business  has 
been  growing  at  about  16%  a  year. 

Eastman  Chemicals  has  about  20% 
of  the  polyester  staple  market,  third 
after  du  Pont  and  Celanese,  and  its 
Kodell  brand  is  well  established.  It 
is  also  the  world's  largest  producer  of 
cigarette  tow  (used  for  cigarette 
filters).  According  to  analyst  Donald 
Hamilton  of  Eberstadt  and  Co.,  pretax 
margins  on  the  tow  run  over  30%. 

Management  By  Scholars 

This  prosperous  empire  is  run  by 
a  management  that  is  almost  entirely 
homegrown.    People    tend    to    go    to 


i  i  i  r       n  i  i 

NEEDED:  NEW  PRODUCTS 

Each  time  Kodak  comes  up  with  a  major  new  product,  earnings  take  off. 
But  future  growth  will  be  more  chancy  because  Kodaks  latest  entries— a 
copier  and  an  instant  camera— will  be  up  against  established  competition 
for  the  first  time. 
30 
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Source:  Brenda  Lee  Landry,  White,  Weld  &  Co. 


work  for  Kodak  right  from  college— 
and  never  leave.  As  a  result,  there  is 
great  depth  of  management,  all  of  it 
imbued  with  George  Eastman's  phi- 
losophy and  conservatism  (see  box,  p. 
92).  The  team  is  all  important  at  Ko- 
dak. "If  there  is  any  company  that  is 
the  apotheosis  of  the  1984  company," 
says  an  analyst,  "it  is  Eastman  Kodak. 
Kodak  is  a  faceless  company.  No  one 
puts  his  personal  stamp  on  it."  Some 
people  feel  that  it  is  the  organiza- 
tion—the technical  people— who  really 
run  Kodak.  Many  in  the  company 
don't  even  know  the  president's 
name.  (Still,  everyone  accepts  the 
fact  that  if  the  button  for  the  19th 
floor  lights  up  in  the  Kodak  Tower 
elevator,  the  operator  lets  everyone 
off  on  the  next  floor  and  goes  up 
immediately. ) 

It  is  a  management  dominated  by 
engineers,  scientists  and  CPAs  (which 
helps  account  for  Kodak's  two  major 
strengths— technology  and  low  costs). 
With  the  exception  of  Colonel  Henry 
Strong,  Kodak's  first  president,  all  but 
one  of  Kodak's  presidents  have  been 
scientists  or  scholars.  Most  of  them 
have  had  Ph.Ds.  The  other  exception 
is  Gerald  Zornow,  now  chairman.  Zor- 
now  was  a  marketing  man,  the  man 
responsible  for  the  brilliant  introduc- 
tion of  the  Instamatic  camera  in  1963. 
The  presidency  was  his  reward,  but 
he  never  became  chief  executive. 

Kodak  is  one  of  only  two  major 
nonunion  companies  in  the  U.S.  (IBM 
is  the  other).  At  one  time  Kodak  even 
created  a  nonunion  construction  com- 
pany to  handle  work  done  in  Roch- 
ester's Kodak  Park.  (Kodak's  lack  of 
experience  in  dealing  with  the  unions 
and  collective  bargaining  has  caused 
it  great  difficulty  in  England,  where  it 
is  unionized,  and  has  exacerbated  its 
problems  in  1967  with  FIGHT,  a 
black  civil-rights  group  in  Rochester. 
Xerox,  which  is  experienced  in  both, 
had  no  trouble  with  FIGHT. 

The  work  force  seems  happy  not 
to  be  unionized.  Apart  from  salaries 
that  averaged  about  $10,000  last 
year,  Kodak  employees  get  50  cents 
in  benefits  per  $1  of  wages.  The  com- 
pany encourages  employees  to  invest 
in  Kodak  stock  and  provides  a  fee- 
less  stock  purchasing  service.  Each 
year  as  a  part  of  the  benefits,  a  wage 
bonus  is  passed  out  (in  1973,  $124 
million  was  divided  among  74,000 
employees— an  average  of  $1,675 
each).  Nor  does  Kodak  ignore  its  em- 
ployees once  they  retire.  They  arc 
encouraged  to  make  use  of  the  com 
pany  recreational  facilities,  continue 
as  members  of  employee  clubs,  and 
keep  in  touch  with  other  Kodak  em 
ployees.  "It  becomes  a  total  environ 
ment,"  says  one  analyst.  "It \  almost 
frightening." 


86 


FORBES,   SEPTEMBER    15,    1974 


Diamond  International 
has  paid  dividends  every  year 

of  every  decade  since  1881, 

the  1890's,the  1900's,the  1910's, 

the  1920's,  the  1930's,  the  1940's, 

the  1950s,  the  1960  s,  and  in 

1970, 1971, 1972  and  1973 . 
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That's  history  making 

Anyone  can  have  a  good  year 

But  how  many  companies  have  come  through  consistently?  Paid 
dividends  for  93  years  in  a  row?  Watched  sales  and  earnings 
double  in  the  last  ten? 

Maybe  it's  our  competitive  streak.  Our  management  team.  (We 
have  one  of  the  youngest  in  the  industry).  Our  diversification  pro- 
gram. Our  ability  to  find  marketing  solutions  —  or  make  them. 

Anyway,  it's  been  paying  off.  And  the  seventies  have  just  begun. 

DIAMOND  INTERNATIONAL 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.  Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  and  Home  Supplies  •  Machinery  Systems 


There's  Natural  Gas 
beneath  our  seas. 


Were  drilling  in  the  Gulf  of  Mexico  and  Pacific.  Geologists  say  there  are  huge  potential  gas  reserves  under  the  Atlantic  too. 


The  gas  industry  is  drilling  far  out  in  the  ocean 
to  get  more  natural  gas  and  keep  it  coming  to  you. 

Use  gas  wisely.  It's  clean  energy  for 

today  and  tomorrow.  masst  h 


So  much  for  the  asset  side  of  Ko- 
dak's corporate  balance  sheet.  Impres- 
sive though  these  corporate  assets 
are,  Kodak  has  a  good  many  liabilities. 
And  the  indications  are  that  the  lia- 
bilities are  going  to  become  increas- 
ingly burdensome. 

One  question  involves  instant  pho- 
tography. Kodak  will  be  spending  hun- 
dreds of  millions  of  dollars  to  break 
into  a  field  that  it  could  once  have 
had  for  the  asking;  people  close  to 
the  industry  say  that  Kodak  actually 
considered  financing  Polaroid  in  the 
1940s  but  Kodak  executives  dismissed 
the  whole  thing  as  a  toy. 

Certainly  Polaroid  has  been  weak- 
ened by  the  troubles  with  its  new 
SX-70  camera,  but  it  is  still  a  strong 
competitor.  Kodak  is  unlikely  ever  to 
gain  the  market  domination  it  has  in 
regular  amateur  photography.  Kodak 
will  not  come  to  market  before  the 
middle  of  next  year  at  the  earliest. 
That  gives  Polaroid  a  full  year  to  get 
the  bugs  out  of  its  SX-70  system  and 
bring  costs  down. 

But  when  Kodak  does  bring  out  its 
instant  camera,  analysts  expect  it  will 
be  a  typical  Kodak  product:  priced  for 
the  mass  market,  easy  to  use,  idiot- 
proof.  One  analyst  thinks  Kodak  will 
also  zero  in  on  the  industrial  market 
for  instant  photography— such  uses 
as    identification    cards    and    demon- 


Kodak  Or  kodak? 


Eastman  Kodak  is  a  battle-scarred 
veteran  in  antitrust  litigation.  Its 
training  dates  back  over  70  years, 
to  1902,  when  the  Goodwin  Film  & 
Camera  Co.  sought  protection  for  one 
of  the  Reverend  Goodwin's  process- 
ing inventions— a  suit  supported  by 
the  monopoly-conscious  press  of  that 
era.  (Kodak's  eventual  settlement  was 
reported  to  be  $3  million,  a  vast  sum 
for  those  days.) 

In  1913  the  Justice  Department 
sued  Kodak  for  violations  of  the  Sher- 
man Antitrust  Act.  The  court  agreed 
with  the  trustbusters,  finding  that  Ko- 
dak's market  share— "between  75%  and 
80%  of  the  entire  trade"  in  still  cam- 
eras, film,  plates  and  photographic  pa- 
per—enabled Kodak  to  willfully  violate 
Section  2  of  the  Sherman  Act.  The 
judge  decreed  in  1916  and  again  in 
1921  that  Kodak  "be  divided  in  such 
manner  and  into  such  number  of  parts 
of  separate  and  distinctive  ownership 
as  may  be  necessary  to  establish  com- 
petitive conditions."  Kodak  apparent- 
ly satisfied  the  court  by  divesting  it- 
self of  two  lines  of  cameras  and  ac- 
cessories, and  one  line  of  paper  and 
dry-plate  manufacturers,  none  of 
which  was  critical  to  its  operations. 
After  that  Kodak's  only  serious  brush 


stration  plates,  where  Polaroid  has 
not  made  an  industrywide  effort.  But 
however  Kodak  attacks  the  market,  it 
will  take  every  bit  of  technological 
prowess  the  company  can  muster:  Po- 
laroid, a  pioneer,  can  be  forgiven  for 
product  inadequacies.;  Kodak  cannot 
so  easily  afford  to  risk  its  reputation. 
It  will  have  to  produce  a  better  prod- 
uct than  Polaroid's,  and  in  this  it  is 
up  against  Dr.  Edwin  Land,  one  of  the 
authentic  geniuses  of  the  present  era. 
In  addition,  Kodak  may  have  to  pull 
its  competitive  punches  for  fear  of 
Justice  Department  action  if  it  serious- 
ly hurts  Polaroid.  "The  giant  can't  go 
tripping  through  the  woods  with  the 
child  and  come  out  the  other  side 
without  the  child,"  says  White, 
Weld's  Landry. 

Yet  instant  photography  may  be 
very  important  to  Kodak.  Look  at  the 
chart  on  page  86.  Kodak's  growth 
in  operating  earnings  has  come  in 
spurts;  it  hasn't  followed  a  steady 
curve.  From  1967  through  1971 
there  was  almost  no  growth  at  all. 
In  1972  there  was  a  takeoff  that  is 
now  losing  momentum.  Again,  go  back 
to  1960:  flat  earnings  from  then  un- 
til 1964,  when  earnings  made  another 
jump.  Both  of  those  big  jumps  were 
the  result  of  major  new  products.  In 
the  early  Sixties  it  was  Instamatic 
photography;   in  the  early  Seventies 


it  was  the  pocket  Instamatic. 

What  are  Kodak's  prospects  now 
for  major  new  products?  Instant  pho- 
tography is  one,  but  it  will  have  to 
go  against  a  weakened  but  still  en- 
trenched Polaroid.  Kodak  has  been 
used  to  taking  control  of  a  market  al- 
most from  the  day  it  brings  out  a 
new  product.  This  is  unlikely  in  in- 
stant photography.  So  the  lag  between 
introduction  and  the  flow  of  profits 
will  be  longer  than  Kodak  is  accus- 
tomed to.  "They  are  not  going  in  as 
leaders,"  one  analyst  points  out. 
"That's  a  new  situation  for  Kodak." 

Another  possibility  is  Kodak's  exist- 
ing-light  still  camera,  an  inexpensive 
product  that  would  dispense  forever 
with  flash  photography.  But  XL  pho- 
tography still  appears  full  of  bugs. 
So  far  it  seems  Kodak  has  not  been 
able  to  develop  a  film  fast  enough 
and  a  camera  lens  cheap  enough 
which  can  together  do  the  job  and 
can  be  sold  at  a  mass-market  price. 
When  the  camera  will  be  available 
is  open  to  question. 

Finally,  there  are  the  problems  we 
tend  to  lump  under  the  term  "infla- 
tion." As  Forbes  has  pointed  out  again 
and  again,  inflation,  high  oil  prices 
and  dwindling  availability  of  cheap 
natural  resources  all  point  to  a  prob- 
able decline  in  living  standards 
throughout  much  of  the  world.  As  the 


with  antitrust  was  in  1954,  when  it 
had  to  enter  a  consent  decree  to  un- 
bundle its  film  from  the  processing 
thereof. 

The   threat  of   antitrust,   however, 

{emains  something  Kodak  executives 
ive  with  every  day.  Today,  in  1974, 
two  Justice  Department  investigations 
initiated  in  1970  and  1973  remain 
open,  though  Justice  won't  say  how 
active.  Of  four  private  antitrust  suits 
filed  in  1973  by  competitors  Bell  & 
Howell,  Pavelle,  Berkey  Photo  and 
GAF  Corp.,  three  remain  on  the  dock- 
et, with  trials  scheduled  for  August 
and  November  1975.  The  Bell  &  How- 
ell suit  was  settled  out  of  court  in 
early  July,  with  the  agreement  that 
Kodak  will  provide  information  as  to 
format  and  other  characteristics  of 
new  conventional  film  products  18 
months  in  advance  of  introduction. 
Bell  &  Howell  will  pay  up  to  $10,000, 
plus  up  to  1%  royalties  on  affected 
products  for  this  privilege. 

But  Kodak  has  no  current  plans 
to  settle  the  others  out  of  court. 

In  the  private  corner  of  the  ring, 
the  GAF  suit  appears  to  be  Kodak's 
biggest  worry.  GAF  charges  that  Ko- 
dak monopolizes  various  "markets  and 
submarkets  of  the  photography  indus- 


try," and  that  Kodak  employs  this 
power  against  its  competitors  to  re- 
strain competition  and  aggrandize  its 
market  share.  Examples  of  such  anti- 
competitive practices,  says  GAF,  in- 
clude: making  it  impossible  for  film 
processors  to  economically  maintain 
equipment  suitable  for  any  other  com- 
pany's product  unless  it  is  compatible 
with  Kodak  film;  refusing  to  make 
available  to  GAF  various  Kodak 
products  which  would  allow  it  to 
compete;  and,  by  heavy  advertising, 
making  Kodak  products  appear  to  con- 
sumers to  be  made  only  for  other 
Kodak  products. 

GAF  suggests  tt^  the  court  re- 
quire Kodak  to  break  up  into  ten  sep- 
arate businesses,  only  one  of  which 
is  to  be  Eastman  Kodak;  and  to  dedi- 
cate the  trademark  "Kodak"  to  the 
public  as  Bayer  did  with  "aspirin." 

Unquestionably  Kodak  is  strong 
enough  that  a  breakup  would  prob- 
ably do  its  parts  no  lasting  harm: 
Writing  Kodak  with  a  small  "k"  would 
not  dissipate  the  marketing  and  tech- 
nological strengths  that  have  made 
the  trademark  great.  Such  a  breakup 
might,  in  fact,  make  things  even 
rougher  for  Kodak's  lesser  competi- 
tors like  GAF  and  Polaroid. 
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Searcy,  Arkansas 

just  got  a  little 
more  energy  than 

it  needed. 

These  days,  when  lightning  strikes  a  high  tension  tower,  it  probably  causes 
only  a  moments  blackout. 

Because  a  company  called  TRW  has  developed  an  electronic  system 
that  can  turn  the  lights  back  on  in  seconds.  An  electronic  display  at  the  power 
station  pinpoints  the  trouble  so  a  dispatcher  can  route  the  power  around 
the  problem  electronically. 

TRW  electronic  equipment  is  protecting  hundreds  of  cities 
and  towns  in  emergencies.  It  is  also  helping  power  companies  here  and  in 
Europe  produce  energy  for  you  more  efficiently,  and  get  it  to 
you  more  reliably. 

Utility  companies  in  the  CIS.  will  be  spending  millions  of  dollars  for 
this  and  other  new  equipment  in  the  next  five  years,  with  TRW  as  a 

leading  supplier. 

So  when  lightning  strikes,  TRW 
will  be  there. 

TRW  is  more  than  90,000  people 
worldwide,  working  and  growing  in 
electronics,  in  energy  systems,  and  in 
transportation. 

For  more  information  about 
TRW,  write  Corporate  Public  Relations, 
Dept.  FB,  23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 
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TRWs  utility  control  systems  are 
reducing  accidental  blackouts  to  seconds. 


good  things  of  life  become  increasing- 
ly expensive,  the  average  consumer 
no  longer  can  both  eat  steak  and  snap 
color  pictures.  Increasingly  he  will 
have  to  choose.  The  probable  outcome 
will  be  a  scaling  back  of  consumption 
of  both  beef  and  color  photography. 
Or,  at  least  a  slowdown  in  the  rate  of 
growth  in  all  consumer  luxuries. 

Perhaps  aware  of  this— and  certain- 
ly aware  of  the  antitrust  problems 
arising  from  its  market  dominance- 
Kodak  is  putting  increasing  chunks 
of  its  capital  spending  into  fields  oth- 
er than  amateur  photography.  At  the 
moment  there  are  three  antitrust  suits 
outstanding  against  Kodak  (see  box, 
p.  89);  like  International  Business  Ma- 
chines, it  is  paying  this  penalty  for 
its  success.  If  IBM^s  broken  up  or 
in  any  way  straitjacketed,   Kodak  is 


almost  certain  to  suffer  a  similar  fate, 
for  its  market  share  in  photography 
is  far  bigger  than  IBM's  is  in  com- 
puters. Under  the  circumstances,  di- 
versification certainly  makes  sense. 

In  chemicals,  Kodak  is  adding  sig- 
nificantly to  its  capacity  both  in  in- 
termediate chemicals  and  in  polyes- 
ter staples.  Spending  in  chemicals  this 
year  alone  is  $194  million— up  123% 
over  the  year  before.  "Their  expansion 
is  extremely  well-timed,"  says  Eber- 
stadt's  Hamilton.  "Their  new  capacity 
will  come  on  stream  when  the  mar- 
ket is  stronger."  True,  but  the  return 
on  investment  is  lower  in  chemicals 
than  in  photography. 

In  keeping  with  its  conservative  na- 
ture, three  decades  ago  Kodak  passed 
up  a  chance  to  get  the  Battelle  In- 
stitute patents  that  Xerox  was  ulti- 
mately built  upon.  Ironically,  John 
Dessauer,  Xerox'  great  research  di- 
rector, first  read  about  xerography  in 
Kodak's  monthly  Abstract  Bulletin. 

Kodak's  first  significant  venture  in- 
to copiers  was  the  Verifax,  which  was 
a  messy  wet  copier  that  worked  on 


a  photographic  principle."  It  was  the 
market  leader  but  it  became  a  tech- 
nologic dinosaur  when  Xerox  intro- 
duced its  copiers.  Verifax  production 
ceased  in  early  1970.  Now  Kodak  is 
trying  again.  The  new  Kodak  copier 
will  probably  be  introduced  some- 
time next  year.  What  its  capabilities 
are  is  open  to  debate.  "One  has  rea- 
son to  expect  that  it  ought  to  be 
pretty  good,"  says  Hulbert  Tripp,  the 
astute  retired  portfolio  manager  of 
the  University  of  Bochester's  endow- 
ment fund.  "On  the  other  hand,  they 
did  put  out  a  perfecdy  awful  copier 
before."  Tripp  goes  on  to  point  out 
that  IBM  has  not  developed  a  high- 
speed duplicator  after  three  years  in 
the  copier  market.  "I  find  it  very  dif- 
ficult to  believe  that  Kodak,  which 
really  isn't  as  close  to  that  industry, 
can  do  it  just  because  they  can  sell  a 
yellow  package.  I  have  a  high  re- 
spect for  both  companies,  but  if  I 
had  to  bet,  I'd  have  to  bet  on  Xerox." 

Why  would  Kodak  want  to  try 
again  in  copiers,  particularly  against 
the  likes  of  Xerox,  IBM,  3M  and  oth- 
ers? "It's  a  natural  for  Kodak,"  says 
President  Walter  Fallon.  "We  never 
said  we  were  exclusively  in  silver 
halides.  We're  in  imagery." 

However,  Marvin  Saffian  of  E.F. 
Hutton  is  less  bullish  on  Kodak's 
chances  than  Hulbert  Tripp  is.  Says 
Saffian:  "Xerox  has  made  it  a  leasing 
or  renting  game.  It's  too  late  to 
change  that."  Saffian  believes  that  Ko- 
dak hasn't  the  stomach  for  a  leasing 
business,  even  though  it  leased  its 
COM  microfilm  machines.  Leasing 
requires  putting  huge  amounts  of 
money  up  front  and  waiting  for  it 
to  come  back  in  rentals.  "It  has  noth- 
ing to  do  with  technological  incapa- 
bility," he  says.  "It's  a  question  of  will- 
ingness of  management  to  suddenly 
change  the  whole  financial  structure 
of  the  company,  which  is  what  leas- 


ing involves.  Kodak,  for  almost  a  cen- 
tury, has  been  husbanding  its  cash 
very  carefully.  They  have  it  because 
they  haven't  done  any  risky,  stupid 
ventures."  Saffian's  conclusion:  Kodak 
will  come  in  in  a  small  way  and  not 
try  to  take  on  Xerox.  That's  the 
guessing  at  Xerox,  too. 

However,  Lawrence  Phillips  of  Dean 
Witter  is  more  bullish.  He,  and  oth- 
ers, believe  Kodak's  copier  will  be  big 
and  fast  and  will  be  sold,  not  leased. 
And  he  thinks  that  it  will  be  aimed 
at  the  heart  of  Xerox  profitability.  "I 
think,"  says  Phillips,  "they  are  going 
to  aim  for  a  market  approaching 
parts  of  what  is  now  the  photo  offset 
press  area.  It  has  a  smaller  number 
of  customers  that  are  large  volume 
users.  That  doesn't  require  a  3,000- 
man  sales  force,  but  a  300-man  sales 
force.  I  think  they're  going  to  move 
in  and  chop  off  the  juiciest  part  of 
this  business. 

Still  no  one  but  Kodak  really  knows 
what  kind  of  instant  camera  or  cop- 
ier it  will  come  out  with.  Or  when. 
But  no  matter  how  much  confidence 
one  has  in  Kodak's  management  and  in 
its  great  resources,  both  technological 
and  financial,  it  is  hard  to  see  how 
Kodak  can  continue  to  grow  at  the 
old  rate.  Neither  in  instant  photog- 
raphy, in  copying  nor  in  chemicals 
does  it  have  the  kind  of  technological 
lead  that  it  had  in  film  and  in  conven- 
tional still  photography.  Moreover, 
the  worldwide  affluence  that  fueled 
so  much  of  Kodak's  growth  shows 
signs  of  ending.  At  the  very  least  there 
is  tremendous  uncertainty  in  Kodak's 
future.  And  that's  not  worth  20  times 
earnings  in  today's  market. 

Don't  write  Kodak  off;  it  is  a  hi  it- 
company.  But  don't  look  either  for 
the  same  kind  of  profitability  that  it 
had  in  the  past.  The  economy  of  the 
mid-Seventies  is  not  going  to  be  favor- 
able for  vestal  virgins.   ■ 


"You  Only  Need  A  Button  Press" 


George  Eastman  could  walk  down 
the  main  street  of  Rochester  and  not 
be  recognized.  "He  was  a  quiet  little 
man  who  sat  in  the  corner,"  says  An- 
drew Wolfe  of  the  Genessee  Valley 
newspapers.  "He  was  no  life  of  the 
party."  Eastman's  single  distinguish- 
ing feature  was  his  piercing  gray-blue 
eyes— plus  what  was  not  visible  to  the 
eye,  his  extraordinary  vision. 

When  his  father  died,  young 
George's  mother,  Maria  Kilbourn  East- 
man, was  forced  to  take  in  boarders, 
a  considerable  disgrace  in  those  days 
to  the  dour,  deeply  religious  set- 
tlers of  the  Genessee  Valley,  the  cra- 
dle of  Mormonism.  The  hardships  of 
that     time     brought     Eastman     very 


close  to  his  mother.  Eastman  never 
married  and  lived  with  his  mother  in 
a  huge  mansion  that  he  built. 

The  hardships  also  made  Eastman 
a  shrewd  businessman.  Once,  he  made 
a  puzzle  out  of  knitting  needles.  But 
he  wouldn't  give  it  away.  A  friend 
had  to  buy  it— for  10  cents. 

At  13,  Eastman  went  to  work  for 
an  insurance  agent,  where  his  duties 
included  cleaning  his  employer's  cus- 
pidor. He  earned  $3  per  week  and 
saved  $34  in  the  first  ten  months.  By 
1876  he  had  joined  the  Rochester 
Savings  Bank  as  a  bookkeeper  and 
was  earning  $1,400  a  year,  a  good 
salary  in  those  days. 

Eastman's    involvement   with   pho- 


tography began  in  1877  when  he  paid 
a  photographer  $5  to  beach  him  the 
art.  To  take  a  photograph  in  those 
days,  you  had  to  coat  a  plate  of  glass 
with  a  sensitizing  material  and  then 
expose  and  develop  it  while  it  was 
still  wet.  To  take  pictures  outdoors 
a  photographer  had  to  cany  a  large, 
heavy  camera,  a  cumbersome  tripod, 
glass  plates,  silver  nitrate,  a  tent 
and  all  the  materials  necessary  to  de 
velop— a  regular  safari.  Understand 
ably  there  were  few  amateurs.  Work- 
ing in  the  bank  by  day,  but  expert 
menting  in  his  mother's  kitchen  l.u 
into  the  night,  Eastman  came  up  with 
and  patented  a  dry  plate  in  L879, 
using  gelatine  as  a  base. 

At   first   Eastman   made   the   plates 
only  for  himself,  hut  he  soon  decided 
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rery  strong  in  food  ingredients. 

hangin  3  the  blah"  to  ah-h-h  in  food  is  a  Hercules  strong  point.  This  is 
larticuU  rly  true  in  convenience  and  processed  foods.  Our  ingredients  are 
ised  by  the  food  industry  to  season  soups,  coat  nuts,  and  improve  dozens 
>f  other  things  in  between.  We  have  products  which  thicken,  stabilize, 
etain  mbisture,  enhance  flavors  and  fragrances.  Got  a  food  problem?        ■ 
.et  Herdules  whip  up  a  solution.  4 
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The  world  of  sports  is  where  most 
men  would  rather  be,  all  things 
considered. 

They  work  hard,  but  then  comes 
the  time  when  they  want  to  relax  and 
regroup  in  their  special  place. 

It's  a  world  where  you  can  chal- 
lenge a  stretch  of  white  water  or  con- 
centrate your  whole  being  on  the  flight 
of  a  golf  ball,  or  put  yourself  in  a  pro 


What  other  ne wsweekly 
has  a  world  of  its  own? 

quarterback's  shoes  as  he  drops  back  in- 
to the  pocket  to  throw  a  long  one. 

The  Third  Newsweekly  is  happy 
to  leave  the  world  of  politics  and  great 
affairs  to  the  other  newsweeklies. 

After  all,  Sports  Illustrated's  world 
is  a  very  real  world,  too. 

A  man  needs  a  place  where  he  can 
find  all  the  things  that  are  so  scarce  in 
that  other  world —adventure,  physical 
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challenge,  clear-cut  human  drama, 
refreshment,  renewal. 

Is  it  surprising,  then,  that  SI 
reaches  men  at  a  lower  cost  per  thousand 
than  any  other  newsweekly? 

Itfs  the  best  change  of  pace  in  the 
world ...  for  people  or  advertising. 

Sports  Illustrated 

The  Third  Newsweekly. 


to  go  into  business.  Some  months  after 
the  company  started,  Eastman  began 
receiving  complaints  that  some  of  the 
plates  didn't  work.  Production  was 
halted  while  he  tried  to  solve  the 
problem.  After  months  of  work  and 
more  than  450  experiments,  Eastman 
discovered  that  the  problem  lay  not 
in  his  formula,  but  in  the  most  recent 
shipment  of  gelatine  base,  which 
was  imported  from  England.  From 
then  on  he  resolved  always  to  con- 
trol his  own  sources  of  material,  never 
to  depend  on  others.  Eastman  Kodak 
still  operates  that  way  today. 

Another  early  principle:  Perhaps  be- 
cause he  worked  for  banks,  Eastman 
distrusted  bankers  and  didn't  want 
them  telling  him  how  to  run  his  busi- 
ness. The  distaste  for  debt  still  exists 
at  Kodak  today.  The  company  pre- 
fers to  finance  all  its  growth  internally. 

In  1884  Eastman  and  an  associate 
invented  film,  and  in  June  1888  East- 
man put  his  first  camera  on  the  mar- 
ket. He  wanted  a  name  that  was  short, 
incapable  of  being  mispronounced, 
and  was  not  identified  with  any  other 
product.  He  liked  the  letter  "K."  It 
was  the  first  letter  of  his  mother's 
maiden  name,  it  was  firm  and  un- 
yielding. After  playing  anagrams  with 
his  mother,  he  finally  hit  upon  the 
name  "Kodak." 

The  Number  One  model  Kodak  was 
a  small  camera,  light  for  the  time 
(22  ounces),  and  was  the  first  cam- 
era that  could  be  used  without  a  tri- 
pod. The  camera  cost  $25  and  came 
loaded  with  enough  film  for  100  ex- 
posures. When  the  film  was  used  up, 
the  camera  was  sent  back  to  the  com- 
pany where  the  film  was  developed 
and  printed,  and  the  camera  reloaded 
for  a  charge  of  $10.  It  was  sold  with, 
the  now  immortal  slogan:  "You  press 


the  button,  we  do  the  rest." 

Photography  became  the  rage.  Ko- 
dak and  its  slogan  were  even  cele- 
brated in  Utopia,  a  Gilbert  and  Sul- 
livan operetta: 

"To  diagnose 

Our  modest  pose 

The  Kodaks  do  their  best: 

If  evidence  you  would  possess 

Of  what  is  maiden  bashfullness 

You  only  need  a  button  press— 
And  we  will  do  the  rest." 

In  quick  succession,  improvements 
followed  the  original  Kodak.  The  abil- 
ity to  continually  simplify  photogra- 
phy and  make  it  both  more  convenient 
and  more  reliable  has  been  Kodak's 
special  genius  ever  since.  The  Num- 
ber Two  model  Kodak  appeared  in  Oc- 
tober 1888;  the  pictures  were  bigger. 
In  1890  came  the  first  folding  Kodak 
with  48  even-larger  pictures.  In  1891, 
the  ABC  series  of  Kodaks  introduced 
daylight  loading  of  film.  In  1895  came 
a  folding  pocket  Kodak,  which  sold 
for  $5,  and  finally,  in  1900,  the  first 
of  the  world-famous  Brownie  cameras 
appeared;  it  sold  for  just  $1  with 
six-shot  rolls  of  film  available  for 
15  cents. 

Teamwork 

Eastman  believed  strongly  in  team- 
work. Once,  on  safari,  he  calmly  con- 
tinued filming  a  charging  rhinoceros. 
His  guide  shot  the  animal  down  just 
five  feet  from  the  still-kneeling  East- 
man. When  the  hunter  remonstrated 
with  him  on  his  foolhardiness,  East- 
man gendy  replied,  "Well,  you  have 
to  trust  in  your  organization." 

Eastman  had  given  up  active  in- 
volvement in  Kodak  by  1925  and  had 
probably  turned  over  much  of  the 
decision-making  a  dozen  years  before 
that.1  "He  was  no  old  man  hanging 


on  like  Henry  Ford,"  says  Andrew 
Wolfe.  Instead,,  he  spent  the  latter 
years  of  his  life  giving  away  the  mil- 
lions he  had  made  in  the  early  years. 
An  anonymous  grant  of  $20  million 
built  the  heart  of  the  present  Massa- 
chusetts Institute  of  Technology  cam- 
pus. Rochester,  N.Y.  got  a  symphony 
orchestra,  opera  and  drama  compa- 
nies, a  school  of  music  and  a  dental 
clinic.  The  University  of  Rochester  re- 
ceived over  $50  million  including  a 
medical  school  and  hospital. 

In  1931  Eastman  contracted  a  spinal 
disease  that  would  inevitably  crip- 
ple him.  A  fastidious  man,  he  did  not 
want  to  be  an  object  of  pity.  He  had 
nursed  a  friend  through  the  terminal 
stages  of  cancer  and  had  not  liked 
what  he  had  seen.  If  a  machine  didn't 
work,  dump  it,  he  decided. 

He  went  about  suicide  methodical- 
ly. He  toured  Kodak  Park  and  the 
University  of  Rochester  for  the  first 
time  in  years.  He  had  his  doctor 
sketch  an  oudine  of  his  heart  on  his 
chest.  The  morning  he  died,  he 
changed  his  will.  To  leave  no  doubts 
about  his  sanity,  perhaps  just  to  find 
a  way  to  say  good-bye,  Eastman  had 
a  wide-ranging  conversation  with 
some  old  friends,  including  two  later 
presidents  of  Kodak.  Finally,  he  went 
to  an  upstairs  bedroom.  Tidy  as  al- 
ways, he  covered  his  chest  with  a 
towel  to  keep  the  mess  at  a  minimum, 
and  on  March  14,  1932,  at  age  77, 
George  Eastman  calmly  shot  himself 
through  the  heart.  He  left  a  note,  a 
masterpiece  of  ruthless  logic: 

"To  my  friends.  My  work  is  done. 
Why  wait?-G.E." 

"The  world  is  moving,"  George 
Eastman  wrote  some  associates  in 
1926.  "If  the  company  should  con- 
tent  itself   with   present    accomplish- 
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George  Eastman  was  an  amateur  at  a  time  when  photography  was  the  province 
of  professionals.  But  when  Thomas  Edison  (right)  invented  the  movie  camera,  he 
modeled  it  after  George's  still  camera,  and  asked  George  to  supply  film  for  it. 
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San  Antonio- 


The  market  place  for  South  Texas  and  Mexico. 

Manufacturers  and  distributors,  San  Antonio  is  the  "other" city  in  Texas— 
the  1 5th  largest  in  the  U.  S.  with  a  market  that  is  larger  than  that  of  any 
one  of  1 5  states.  Send  the  coupon  to  see  how  it  will  profit  you  to  locate 
your  manufacturing  or  distribution  operations  here. 


r 


San  Antonio  Economic  Development  Dept.  S     P.  0.  Box  1628, 
Phone  (512)  227-8181  Ext.  45     San  Antonio,  Texas  78296, 
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Name. 


Address 


Company. 
.Phone 


City,  State,  Zip 
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Effective  Thursday,  August  29, 1974, 

Proler  International  Corp.  common  stock 

will  be  admitted  to  trading  on  the  New  York  Stock  Exchange 

at  Post  10,  Section  C  of  the  Trading  Floor 

under  the  ticker  symbol  of  PS. 

The  firm  of  Haupt,  Andrews,  Fraiman  &  Hug  will 

act  as  the  Proler  specialist. 

Proler  International  Corp. 

(NYSE-PS) 

P.O.  Box  286 

Houston,  Texas  77001 


COINS 


v  Silver  Bullion/Coins 

\  Call  (or  Quotes 

Send  for  Brochure 

7    SamS4oat,lnc. 

138  Main  St.,  Westport,  Conn.  06880 
(203)  226-4279  .  Open  Saturday 


JETS 


BID  and  ASK  activity 
on  most  biz-jets  daily 


Omni's  Trading  Floor 

BE  SURE  .  .  .  (202)  331-8000 


ments,  it  would  soon  fall  behind.  As 
you  grow  old,  don't  grow  logy.  East- 
man's successors  took  the  advice  to 
heart.  In  the  almost  50  years  since 
George  Eastman  died,  there  has  been 
a  stream  of  products  emanating  from 
the  company's  prolific  research  labs, 
each  more  simple  and  easy  to  use  than 
the  last.  The  Kodak  Instamatic,  intro- 
duced in  1963,  was  no  great  depar- 
ture; simply  a  logical  progression  in 
George  Eastman's  pursuit  of  idiot- 
proof  photography.  Kodak  sold  over 
10  million  Instamatics  in  26  months. 
Its  introduction  was  truly  impressive. 
"It  was  one  of  the  great  marketing 
achievements  of  the  20th  century," 
says  Dean  Witter's  Larry  Phillips.  "On 
one  day  [Feb.  28,  1963]  in  147  coun- 
tries around  the  world,  the  Instamatic 
camera  was  introduced  with  complete 
warehousing,  complete  availability  of 
product  to  75,000  retailers  and  major 
advertising  in  eight  languages." 

Pocket  Profits 

The  convenience  and  the  high  "hit" 
ratio  encouraged  people  to  buy  more 
expensive  color  film.  From  less  than 
50%  before  the  introduction  of  the 
Instamatic,  about  90%  of  the  non- 
instant  film  now  sold  to  amateurs  is 
color  film.  The  Instamatic  also  dou- 
bled film  usage.  Brownie  users 
bought  three  to  four  rolls  of  film  a 
year.   Instamatic  users  bought  eight. 

Prior  to  the  Instamatic,  less  than 
40%  of  photographs  were  taken  by 
women.  After  the  first  Instamatic  cy- 
cle (1963-66),  the  balance  had  shift- 
ed. More  than  60%  of  pictures  were 
taken  by  women.  Film  also  found  its 
way  onto  the  supermarket  shelves. 

The  Instamatic  was  followed  by  a 
long,  dry  spell  in  amateur  phoiog- 
raphy  introductions  for  Kodak.  Then, 
in  1972,  came  the  pocket  Instamatic. 
(It  was  introduced  outside  the  U.S. 
in  1973.)  Ten  million  of  the  cameras 
were  sold  in  less  than  18  months,  and 
film  usage  moved  up.  The  camera  is 
especially  profitable  for  Kodak  be- 
cause it  combines  manufacturing  ef 
ficiencies  with  lower  silver  costs  (it 
has  smaller  negatives  than  the  Insta- 
matic film)  and  higher  photo-papei 
revenue  (the  prints  are  bigger). 

George    Eastman's    basic    precepts 
have  served  his   company   well.   The 
problem  is:   What  do  you  do  for  an 
encore?  Instant   photography?   Flash 
less    photography?    The    former    lias 
been  pioneered  by  Polaroid,   the  lai 
ter  is  still  heavily  bugged.  Moreover, 
with  the  market  so  heavily  saturated, 
any    successful    new    development    is 
more  and  more  likely  to  cut   into  <\ 
isting  sales.  The  Kodak  organization 
has  lost  none  of   its  efficiency,  Easl 

man's  principles  none  of  then  elli<  a<  \ 
bill  no  market  is  endlessK   elastic. 


96 


FORBES,   SEPTEMBER    15,    1974 


86%  lighter. 


Today's  automobile  grilles  can  be  made  of  Lustran 
ABS  plastic  by  Monsanto.,  weighing  only  four  pounds. 
Compare  that  with  the  28-pound  zinc  casting  you  used  to 
push  around.  Light,  tough  Lustran  ABS  can  be  given  a 
metallic  finish  that  doesn't  crack  or  peel. 

But  the  story  doesn't  stop  with  the  grille.  With  a 
textured  finish,  Lustran  is  perfect  for  interior  kick  panels, 
gear  shift  consoles  and  dashboard  inserts. 

At  other  points  on  the  car,  weight  can  be  saved  with 
our  Vydyne'R,  a  mineral  reinforced  nylon  plastic  that 
replaces  die-cast  metal. 

And,  of  course,  every  pound  that's  saved  means  more 
fuel  is  saved. 

We're  doing  all  we  can  to  meet  the  obvious  demand 
for  these  materials  that  answer  today's  pressing  needs,  by 
producing  light  weight  by  the  ton  at  11  ■ 

the  science 
company. 


800  N.  LINDBERGH  BLVD. 
ST.  LOUIS,  MO.  63166 


TENNECO'S  GROWTH  INTHE'70's. 


Earnings  per  share 
up  36% 


During  the  4-year  period  of  the  Seventies, 
earnings  per  share  increased  76  cents  (36%) 
climbing  from  $2.10  to  $2.29  to  $2.50  to 
$2.86.  During  the  same  period,  average  shares 
outstanding  went  from  58.4  to  67.7  million. 
And  the  dividend  rate  was  increased  twice. 

This  pattern  of  uninterrupted  growth  has 
occurred  in  a  period  of  consolidation,  selec- 
tive divestments  and  acquisitions  to  round 
out  product  lines.  The  principal  growth  force, 
however,  has  been  internal,  reflecting  a 
major  capital  investment  program. 

It  was  also  a  period  in  which  the  quality 
of  earnings  has  improved,  resulting  from 
operational  gains. 

These  years  were  also  marked  by  a 
strengthening  of  management  structure  in 
terms  of  centralized  financial  control  in  plan- 
ning, reporting  and  monitoring,  accompanied 
by  decentralization  of  operations  control. 

The  period  reflects  a  noteworthy  change 
in  the  source  of  Tenneco's  income,  with  our 
manufacturing  operations  contributing 
a  larger  percentage  of  earnings  per  share. 

Professionals  are  referred  to  Tenneco's 
financial  analysts'  yearbook  for  further 
information. 

Tenneco  Inc.,  Houston,  Texas  77001 


$2.86 


$2.29 


$2.10 


1970 


1971 


1972 
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TENNECO  CHEMICALS  O  TENNESSEE  GAS  TRANSMISSION  O  TENNECO  OIL  O  PACKAGING  CORP.  OF  AMERICA  O 
TENNECO  REALTY       O        J  I  CASE       O        WALKER  MANUFACTURING        O         NEWPORT  NEWS  SHIPBUILDING  O 


Too  Rich  For 
Its  Own  Good? 

Alexander  &  Baldwin  is 
a  tempting  little  target. 


Alexander  &  Baldwin  President 
Lawrence  Pricher  is  riding  high  and 
running  worried.  The  big,  affable  ex- 
ecutive is  riding  high  on  sugar,  whose 
price  has  trebled  over  the  past  two 
years.  As  a  result,  A&B's  earnings  vir- 
tually doubled  last  year  to  $1.72,  and 
almost  doubled  again  during  the  first 
half  of  1974. 

So,  why  is  Larry  Pricher  running 
worried?  For  good  reason.  Alexander 
'&  Baldwin  is  an  alluring  target  for  a 
takeover.  In  this  bear  market,  its  stock 
has  not  responded  to  the  rising  earn- 
ings; it  currently  sells  at  four  times 
probable  1974  earnings  and  yields  11% 
on  its  recently  increased  $1.20  annual 
dividend.  The  stock  sells  at  a  25%  dis- 
count from  book  value.  Alexander  & 
Baldwin  owns  96,000  prime  acres  of 
rich  and  only  partly  developed  Ha- 
waiian land— more  than  one  acre  for 
every  100  shares  of  stock  outstanding. 
What's  the  land  worth?  Many  times 


the  $16  million  that  it  is  carried  for 
on  the  books. 

Then  there  is  A&B's  rich  hoard. 
The  company  currently  has  $68  mil- 
lion in  cash  equivalent  and  market- 
able securities— worth  some  $7  for 
every  share  of  stock— and  debt  is  a 
miserly  $28  million. 

All  that  may  not  mean  much  in  the 
stock  market  these  days— what  does? 
But  the  acquisition  artists  are  on  the 
prowl  again,  and  Pricher  is  well  aware 
that  Gulf  &  Western  has  bought  up 
17%  of  the  stock  of  another  land-rich 
Hawaiian  company,  Amfac  (Forbes, 
June  1).  Alexander  &  Baldwin  does 
have  some  protection  in  that  30% 
of  the  stock  still  rests  with  members 
of  the  founding  families.  But,  sighs 
Pricher:  "When  you  have  one  death 
of  a  senior  member  of  the  family  and 
the  stock  winds  up  in  the  hands  of 
20  or  30  descendants  and  they're 
all  young,  then  they  just  don't  have 


the   same   ties   with   you   as  before.'' 

Having  a  long  corporate  memory, 
Alexander  &  Baldwin  doesn't  expect 
sugar  prices  to  stay  high  forever. 
"Every  year  is  not  going  to  be  a 
1974,"  Pricher  says.  "Sugar  prices  will 
come  down." 

Pricher  had  to  sell  off  a  money- 
losing  freight-forwarding  company 
when  A&B's  plan  to  build  a  global 
transportation  system  failed  to  jell.  He 
barely  managed  to  get  another  A&B 
holding,  Matson  Navigation,  into  the 
black.  Matson  is  now  almost  alone  on 
the  Hawaii- West  Coast  run  since  Sea- 
train  Lines  bowed  out  in  a  wash  of 
red  ink  this  year. 

What  next?  Right  now  Pricher  is 
looking  into  agriculture  investments 
in  Southeast  Asia.  He  is  being  wooed 
by  Japanese  trading  companies  about 
a  worldwide  joint  venture  for  mar- 
keting commodities  from  the  Far 
Pacific.  He  is  buying  new  ships  for 
Matson.  Gingerly— with  an  eye  on  out- 
raged environmentalists— he  is  pro- 
ceeding with  a  resort  development  on 
the  island  of  Maui. 

And  he  could  use  that  cash  hoard 
to  acquire  companies  in  other  indus- 
tries at  bargain  basement  prices. 

But  for  the  moment,  you  could  say 
that  Larry  Pricher  is  suffering  from 
an  embarrassment  of  riches.  ■ 
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THINKING  OF 
TERMINALS? 

THINK 
HAZELTINE! 

Have  a  need  for  computer  terminals?  Go  ahead.  Pick  up  youi 
phone  and  call  the  nearest  Hazeltine  office.  If  your  terminal 
requirements  are  for  timesharing  systems,  minicomputer 
systems  or  polled  network  communications,  we'll  match  the 
need  with  the  right  video  terminal  —  and  at  the  right  price. 
We  may  recommend  the  low-cost  Hazeltine  1000*  or  the 
market-leading  Hazeltine  2000  or  possibly  the  micro- 
processor-based Hazeltine  3000  poliable  terminal  —  with  or 
without  printers,  tape  cassettes  and  controllers.  And  you  can 
choose  from  dozens  of  options  to  enhance  your  particular 
system  requirements.  Chances  are  we  have  a  high-speed 
terminal  to  ease  your  mind.  Think  about  it! 

*$49  per  month  —  12-month  rental,  maintenance  included. 


Hazeltine 


Corporation 


Y   (212)  586- 

Chicago  (31 

3)  783- 


Computer  Peripheral  Equipment.  Greenlawn.  N.Y.  1 1 740 
(516)  549-8800  Telex  96-1435 

1970  □  Boston  (617)  261-5867  Q  Phila.  (215)  676-4348  □  Pittsburgh  (412)  343-4449  □  Wash  .  DC    (703)  979-5500  Q  Rochester  (716)  254-2479 

2)  986-1414  □  Cleveland  (216)  734-5363  Q  Detroit  (313)  355-3510   South:  Dallas  (214)  233-7776  □  Atlanta  (404)  393-1440 

1760  □  Orlando  (305)  628-0132   West    San  Mateo  IS  F  )  (415)  574-4800  DLA   (213)  553-181 1  Q  Denver  (303)  770-6330  Q  Seattle  (206)  242-0505 
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The  Wealth  Of  The  Indies 

It  attracted  Columbus;  it  frightens  the  dickens 
out  of  the  silver  slickers. 


In  India,  a  wife's  jewelry  is  a 
major  item  in  the  family  pres- 
tige. The  jewelry  is  not  for 
special  occasions  only  but 
for  daily  wearing  as  well. 


When  the  gold  bugs  and  the  silver 
slickers  talk  of  their  favorite  metal  as 
a  talisman  against  inflation,  they  are 
playing  on  a  very  ancient,  almost 
childlike  human  urge:  the  desire  to 
own  something  tangible,  something 
shiny.  If  ownership  of  silver  were  a 
touchstone  of  wealth,  impoverished 
India  would  be  one  of  the  wealthiest 
countries  in  the  world. 

Reliable  figures  are  hard  to  come 
by,  but  experts  estimate  that  there 
are  more  than  150,000  tons  of  silver— 
5  billion  ounces— in  India.  Most  Indian 
women  own  at  least  a  few  pieces  of 
silver  jewelry;  it  is  the  family  savings 
account.  There  is  enough  of  the  white 
metal  there  to  give  a  good-sized  ingot 
to  every  man,  woman  and  child  among 
the  550  million  citizens  of  India.  It  is 
more  than  double  the  amount  ever 
used  for  coinage  in  the  U.S. 

This  is  a  perpetual  source  of  alarm 
for  the  silver  slickers.  If  India  were  to 
disgorge  even  a  small  portion  of  this 
metal,  the  world  price  might  break; 
India  contains  the  equivalent  of  20 
years'  production  at  the  current  rate. 
Occasionally,  Indian  silver  does  flow 
in  quantity. 

Indian  silver  has  been  a  largely 
illegal  trade  for  many  years.  Import 
and  export  have  long  been  forbidden 
by  Indian  law.  That  did  not,  of  course, 
halt  the  trading,  any  more  than  laws 
stopped  smoking  of  marijuana  in  the 
U.S.  Traders  merely  became  smug- 
glers. Fast  motor  launches  from  Per- 
sian Gulf  states  like  Dubai  bring  in 
gold  to  Karachi  (Pakistan)  and  Bom- 
bay. Citizens  of  India  and  Pakistan 
trade  their  silver  for  the  smuggled 
gold.  Some  of  the  silver,  according  to 
Giuseppe  Modiano  of  Modiano  Re- 
search &  Consulting  Inc.,  who  has  done 
a  study  of  India  silver,  is  resmuggled  to 
Tibet  (now  part  of  the  People's  Re- 
public of  China)  where  it  is  bartered 
for  opium.  The  opium  and  the  remain- 
ing silver  return  to  Dubai  and  are  then 
shipped  to  Europe.  The  silver  goes  to 
London  and  Zurich. 

World  silver  prices  began  rising  in 
1973,  and  so  did  the  illegal  outflow  of 
Indian  silver.  In  1973,  26  million 
ounces  of  silver  were  smuggled  out  of 
India  and  Pakistan,  compared  with 
only  6  million  the  year  before.  As  the 
price  continued  to  climb  early  in  1974, 
the  Indian  government  apparently 
realized  how  much  foreign  exchange 
it  was  losing  through  silver  smuggling. 
So,  on  Feb.  22,  the  export  of  silver 
was  suddenly  legalized.  On  Feb.  26 
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the  price  of  silver  peaked  at  $6.70 
per  ounce.  Then  it  began  to  drop,  at 
least  partially  because  speculators  be- 
gan to  understand  the  implications  of 
^the  Indian  move— that  continued  high 
prices  might  produce  a  legally  sanc- 
tioned flow  of  Indian  silver.  The  cur- 
rent price  is  $4.25  per  ounce. 

According  to  Walter  Frankland,  ex- 
ecutive vice  president  of  the  Silver 
Users  Association,  about  15  million 
ounces  of  silver  had  been  legally  ex- 
ported from  India  through  June  de- 
spite bureaucratic  obstacles,  and  an 
equal  amount  smuggled  out.  That 
was  more  than  for  all  of  1973. 

Will  this  tide  swell  to  a  flood  and 
sweep  away  the  price  of  silver?  That 
is  unlikely.  For  one  thing,  the  price 
of  gold  is  high,  too,  and  the  silver/ 
gold  ratio  is  not  particularly  favorable; 
it  now  takes  nearly  40  ounces  of  sil- 
ver to  buy  an  ounce  of  gold.  In  1968 
the  ratio  got  as  low  as  20-to-l;  and 
in  that  year  68  million  ounces  of  silver 
poured  out  of  India  as  Indians  traded 
up  to  gold. 

Another  problem,  says  Modiano, 
who  has  a  formula  correlating  poten- 
tial outflow  to  silver  price  and  the 
gold/ silver  ratio,  is  refining  capacity. 
Silver  jewelry  is  not  pure  enough  for 
trading.  It  must  be  melted  down  and 
refined  to  .999  fine  to  get  the  market 
price.  India  and  Pakistan  haven't 
enough  refining  capacity,  and  the 
world's  refineries  are  operating  flat 
out  melting  down  silver  coins.  As  a 
result,  the  outflow  is  limited  by  ca- 
pacity constraints.  "If  Indian  silver  were 
free  to  flow— if  they  had  enough  re- 
fining capacity— it  would  have  a  fan- 
tastic impact,"  says  Modiano.  "0\n 
200  million  ounces  could  have  come 
out  of  India  and  Pakistan.  Happily, 
they  don't  have  the  capacity,  so  only 
60  million  or  70  million  ounces  will 
be  coming  out  this  year."  The  crime  h 
will  continue  for  some  time,  so  70 
million  ounces  is  all  that  anyone  can 
expect  from  the  subcontinent  for  some 
years,  even  with  high  prices. 

In  the  long  run,  however,  it  would 
be  good  for  India  if  its  silver  could 
gradually— and  legally— be  exported  in 
exchange  for  capital  goods  and  other 
things  the  country  badly  needs.  Per- 
haps the  U.S.  can  afford  the  luxury 
of  tying  up  assets  in  sterile  hoards  of 
metal;  India  cannot.  It  would  be 
ironic  if  this  primitive  and  unproduc- 
tive form  of  investment  grew  in  the 
industrial  West  and  declined  in  tin- 
underdeveloped  East.  ■ 

FORBES,   SEPTEMBER    15,    1974 


Millions  of  Americans 
have  never  seen  a  dentist. 

They're  in  for  a  surprise. 


New  health  care  programs  and  dental  insur- 
ance plans  will  soon  bring  more  people  to  the 
dentist,  more  often,  than  ever  before. 

That's  why  dentists  will  have  to  work  faster 
and  more  efficiently  tomorrow.  Trained  assist- 
ants will  provide  much  more  of  the  expert 
help  they'll  need.  And  so  will  equipment  built 
by  Chemetron. 

Coastal  Dynamics,  a  Chemetron  subsidiary, 
pioneered  over-the-patient  m^mmm _. 
dental  equipment.  Complete 
dental  systems  that  put  in- 
struments in  front  of  the  den- 
tist where  he  can  select  them 
without  even  looking. 

Coastal's  nitrous  oxide 
systems  provide  conscious 
sedation,  so  the  patient  is 
relaxed,  responsive  and  co- 


operative. This  means  the  dentist  can  work 
longer,  doing  more  work  per  patient  visit. 

The  patient  is  more  relaxed.  The  dentist  is 
more  efficient  and  productive.  That's  how 
Chemetron  is  making  dental  treatment  better 
for  all  of  us. 

Other  Chemetron  divisions  supply  basic 
products  and  systems  for  food  processing, 
energy,  safety,  and  industrial  processes. 

For  more  information  on 
Chemetron,  its  products  and 
the  industries  it  serves,  write 
for  our  booklet,  "The  Basics!' 
Chemetron  Corporation, 
Dept.  B,  1 1 1  E.  Wacker  Dr., 
Chicago,  III.  60601. 


Chemetron 
makes  the  basics. 


wld 
wit§i#Pt  fabricated  metals* 

Having  metals  is  not  enough.  You  have  to  know  how  to  roll  them,  forge  them, 
;ast  them,  and  shape  them  to  make  them  useful  to  man. 

N  L  Industries  is  one  of  the  world's  leading  fabricators.of  metals.  N  L  works  with 
titanium,  steel,  magnesium,  aluminum,  zinc,  and  lead  — and  forms  them  into  every- 
thing from  a  wide  range  of  die  cast  products  like  automobile  and  appliance  parts,  to 
bearings,  solders,  screws,  and  fasteners.  In  fact,  smelting  and  refining,  alloying  and 
fabricating  metals  represents  over  50%  of  our  more  than  a  billion  dollar  sales. 

The  products  and  services  that  N  L  Industries  has  to  offer     ' 
are  important.  To  industry  and  to  people.  In  metals,  in  chemi- 
cals, and  in  fabricated  products. To  learn  more  about  us,  write: 
N  L  Industries,  Inc.,  111  Broadway,  New  York,  New  York  10006. 
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Come  7-11 

Southland  Corp.  has  had 

great  good  fortune. 

But  is  time 

running  out  on  it? 

You  can  only  stretch  a  shoestring 
so  far.  Jodie  Thompson  of  Dallas 
stretched  his  a  very  long  way.  Start- 
ing with  a  tiny  capital  base  shortly 
after  World  War  II,  Thompson's 
Southland  Corp.  now  runs  more  than 
5,000  convenience  grocery  stores, 
and  rang  up  a  record  $1.4  billion  in 
volume  last  year. 

Thompson  started  with  an  idea 
whose  time  had  come.  Bucking  the 
trend  toward  bigger  and  bigger  super- 
markets, he  opened  small  roadside 
stores  that  made  up  in  convenience 
what  they  lacked  in  variety  of  mer- 
chandise. The  basic  idea  was  that  his 
stores  would  be  open  at  the  conve- 
nience of  shoppers.  Thus  the  name: 
7-Eleven  Stores,  since  they  were  open 
from  7  a.m.  to  11  p.m.,  seven  days 
a  week;  today  many  of  the  stores 
are  24-hour  operations.  All  have  next- 
to-the-door  parking  and  carry  fast- 
moving,  premium-priced  stock— milk, 
eggs  and  the  like.  Southland  got  to  be 
a  growth  stock.  As  recently  as  1972 
it  sold  at  30  times  earnings— an  un- 
heard-of ratio  for  a  grocery  chain. 

Jodie  Thompson  got  the  company 
going.  But  since  his  death  in  1961, 
Southland  has  been  run  by  his  two 
sons— John,  chairman,  Jere,  president. 

During  all  these  years  of  break- 
neck expansion,  Southland  made  do 
with  very  little  capital.  With  prices 
high,  profit  margins  were  good.  At 
1.7%  net  in  sales,  they  provided  a 
good  deal  of  expansion  money.  South- 
land's annual  capital  outlay  for  stores 
averaged  $2  million  a  year  between 
1960  and  1965.  Then  it  began  to 
climb,  and  reached  $36  million  by 
the  end  of  the  Sixties  (the  typical  7- 
Eleven  store  costs  between  $125,000 
and  $135,000,  as  compared  with  $1.5 
million  for  the  typical  supermarket). 
A  good  42%  of  its  stores  are  franchise 
operations,  where  the  franchisee  bears 
part  of  the  capital  cost.  And  the 
stores  did  not  require  their  own  costly 
distribution  and  warehousing  system; 
they  used  local  wholesalers. 

But  the  Southland  string  is  begin- 
ning to  stretch  a  little  thin.  The 
Thompsons  have  found  that  local 
wholesalers  can  no  longer  provide  the 
right  kind  of  service.  So  they  have 
had  to  begin  building  their  own  ware- 
houses and  doing  their  own  whole- 
saling. Explains  John  Thompson,  48, 


Southland's  John  Thompson  {left)  and  brother  Jere  understand 
merchandising.  Their  Slurpee  ice  drink  sells  fast,  mostly  because  kids 
like  to  collect  the  cups,  which  now  carry  pictures  of  wild  animals. 


"We  didn't  really  want  to  get  into 
distribution,  but  we  had  more  and 
more  trouble  getting  timely  deliveries. 
Also,  the  wholesalers  and  co-ops  be- 
gan either  raising  their  delivery 
.charges  or  instituting  them  if  they 
hadn't  previously  had  them." 

As  a  result,  long-term  debt,  which 
mounted  slowly  through  the  late 
Sixties,  began  to  surge.  From  1972 
to  1973  it  jumped  $25  million,  to  $107 
million.  This  at  a  time  when  interest 
rates  are  sky-high.  Interest  costs,  just 
$2.5  rnillion  in  1966,  had  more  than 
doubled  to  $5.2  million  by  last  year. 
Adding  to  that  is  the  mounting  debt 
service,  up  from  a  mere  $1.3  million 
to  $7  million  during  the  same  period. 
Increasing  competition  and  rising 
construction  costs  are  also  making  ex- 
pansion more  difficult  and  expensive. 
Southland  started  out  by  building 
company-owned  stores  in  the  South- 
west and  Southeast.  When  these  areas 
became  somewhat  saturated,  South- 
land fanned  north  and  then  west,  by 
either  franchising  or  acquiring  com- 
petitors. Since  Southland  already  con- 
trols a  full  30%  of  the  market,  pressure 
from  the  Federal  Trade  Commission 
may  prevent  Southland  from  buying 
any  more  competitors.  Meanwhile,  the 
competition  is  getting  more  and  more 


into  the  convenience-store  field.  Na- 
tional Convenience  Stores  and  super- 
market chains  like  Jewel  and  Grand 
Union  are  among  them.  From  here 
on,  Southland  will  have  to  rely  on 
franchises  more  and  more  for  its 
growth.  That,  too,  will  cost. 

Unlike  some  other  franchise  opera- 
tors, Southland  pays  for  all  construc- 
tion and  land  costs,  which  have  risen 
about  20%  per  unit  in  the  past 
two  years.  Also,  to  help  the  fran- 
chisees solve  their  own  peculiar 
problems  (see  box)  Southland  has  had 
to  add  two  new  divisions  and  100 
new  jobs  in  its  management  structure 
in  the  past  year. 

The  company's  future  is  clouded 
still  further  by  the  current  tilt  of  the 
U.S.  economy.  Should  inflation  con- 
tinue, families  may  be  willing  to  give 
up  convenience  in  exchange  for  cheap- 
er goods.  Also,  the  company's  expan- 
sion plans  are  tied  to  the  homebuild- 
ing  market,  which  is  currently  more 
than  just  a  litde  depressed.  Admits 
Chairman  Thompson:  "If  it  [new 
housing]  stays  down  a  year  or  two,  it 
will  have  an  effect  on  us."  This  could 
really  hurt,  because  new  stores  are 
generally  more  profitable  than  older 
ones;  if  expansion  has  to  slow  down, 
the   rate   of   profitability   could   drop. 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•     •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.WILSON 

P.O.  Box  1317-FO 
Roswell,  New  Mexico  88201 
Area  Code  505—623-0507 


Can  you 
make  money 
in  silver 
and  gold? 

Can  you  find  an  investment  hedge 
against  inflation?  No  one,  of  course, 
can  be  sure  of  the  future,  but  there's 
a  powerful  story  about  gold  and  silver! 
Over  the  past  year,  July  '73-July  74, 
the  appreciation  gains  have  been  spec- 
tacular! —  such  as  gold  up  37%  and 
silver  up  67%/  Write  or  call  today.  No 
obligation. 


-  F09/15 

Conrinenlal  Coin  Exdiange 

MEMBER  NEW  YORK  MERCANTILE  EXCHANGE  ° 

1840  IDS  Center.  Minneapolis  55402 
&  (612)  338-6761 

™l\      1110  Brickell  Ave..  Miami.  Fla.  33131 
^r~~  (305)  358-5820 

Yes,    please  send  me  your  free   Research   Report 
Kit  on  gold  and  silver 


Please  phone  me  at 


Firm 


Address 


City 


State 


Zip 


The  Thompsons  are  smart  manag- 
ers. They  are  not  taking  all  this  lying 
down.  The  new  distribution  centers 
are  enabling  the  Thompsons  to  tailor 
deliveries  to  each  store,  which  is 
opening  up  shelf  space  for  new  mer- 
chandise. The  main  item  is  fast  food, 
such  as  hot  and  cold  sandwiches,  cof- 
fee and  doughnuts,  and  a  fast-selling 
ice  drink  called  Slurpee.  Analyst  Fred 
Wintzer  of  Parker/  Hunter  estimates 
that  Southland's  gross  margin  on  such 
items  is  as  high  as  40%,  vs.  30%  for 
groceries. 

However,  Southland  has  turned  in- 
creasingly to  diversification:  There 
were  full-line  supermarkets  ( Gristede's 
and  Bradshaws),  candy  shops  (Loft's 
and  Barricini),  confectionery  shops 
and  grocery  stores  in  England  and 
Scotland,  a  truck-leasing  operation 
and  a  chemical  division.   So  far,   the 


Thompsons  have  shed  some  of  the 
supermarkets  (Bradshaws)  and  some 
of  the  candy  shops,  either  because 
they  were  unprofitable  or  just  did  not 
fit.  Also,  the  Thompsons  are  hedging 
their  future  by  going  abroad.  Recently 
the  company  teamed  up  with  Ito 
Yokado  Co.,  Ltd.  to  spread  the  7- 
Eleven  sign  throughout  Japan.  It  is 
doubtful,  however,  whether  this  di- 
versification can  provide  the  kind  of 
profitability  that  Southland  once  was 
accustomed  to.  Its  return  on  equity 
was  21%  in  1967;  last  year  it  was  only 
a  shade  over  1 1%. 

The  Thompsons  are  not  about  to 
pull  in  their  horns.  They  are  planning 
to  expand  as  fast  as  ever.  This  year 
they  hope  to  add  another  400-odd 
stores  to  their  chain.  But  it  is  a  good 
question  whether  they  can  keep  this 
up.  The  shoestring  is  getting  taut.  ■ 


The  7-Eleven  Franchisees 


"They've  got  you  by  the  short  hairs; 
they  control  the  accounting,  and  if 
they  say  you're  out  $2,000,  there's 
nothing  you  can  do,"  complains  ex-7- 
Eleven  franchisee  Peter  Marcelle  of 
Daytona  Beach,  Fla.  But  Tom  Souh- 
rada,  operator  of  the  7-Eleven  store 
in  Southampton,  N.Y.,  has  a  different 
view:  "Where  else  could  you  put  up 
$5,000  and  have  your  own  business? 
Their  accounting  operation  is  one  of 
the  finest;  the  [supervisory]  group  in 
there  now  is  fantastic." 

These  reactions  to  the  7-Eleven  ex- 
perience point  out  the  < difficulties  in 
generalizing  about  fiaiichising.  The 
value  of  the  franchise  opportunity 
depends  upon  the  location  of  the 
store,  the  diligence  of  the  area  man- 
agers who  regularly  visit  each  store 
and  the  personality,  energy  and  fam- 
ily life  of  the  store  operator.  Prospec- 
tive dealers  are  screened  by  the 
Southland  Coip.  Married  applicants 
over  30  with  some  retail  experience 
are  preferred.  For  a  total  of  $5,000, 
the  prospects  are  given  a  two-week 
training  course,  for  which  they  are 
charged  $2,000;  Southland  bills  an- 
other $1,000  for  the  cost  of  setting 
up  the  merchandise  in  the  store  built 
by  the  corporation.  The  remaining 
$2,000  is  the  dealer's  initial  equity, 
which  he  builds  up  out  of  profits  until 
it  equals  or  exceeds  the  inventory. 

The  average  store  grosses  better 
than  $200,000  a  year,  of  which  55% 
goes  to  the  corporation  and  45%  to  the 
operator.  If  the  store  maintains  round- 
the-clock  hours  instead  of  the  mini- 
mum 16-hour-day,  seven-day-week, 
the  operator's  take  increases  to  50%. 
A  dealer  can  net  as  much  as  $60,000 
a  year,  but  he  earns  it  with  endless 
hours   and   hard   work.    So,    turnover 


among  dealers  is  also  high.  The  av- 
erage operator  lasts  under  five  years. 
An  80-hour  week  is  normal,  and  com- 
ments like,  "I've  been  working  a  seven- 
day  week  for  18  months  without  a 
break"  are  not  unusual.  Souhrada 
lived  in  his  store  for  the  first  six 
months  and  had  an  assistant  wake  him 
when  business  got  heavy.  Both  Peter 
Marcelle  and  his  ex-wife  Elaine  sa\ 
the  experience  was  a  major  factor  in 
the  breakdown  of  their  marriage. 

"When  you  are  new  to  the  com- 
munity, you  don't  know  the  area,  the 
help,  or  the  delivery  drivers,"  says 
Souhrada.  "The  secret  of  success  is 
inventory  control.  Shortages  caused 
by  dishonest  customers,  help,  or  de- 
liverers can  ruin  you."  The  dealers 
are  responsible  for  both  the  shortages 
and  the  company's  share  of  the  retail 
profit  on  the  shortfall. 

One  factor  distinguishing  the  ex- 
perience of  the  Marcelles  and  the 
Souhradas  is  company  management. 
In  1972,  when  Marcelle  gave  up  his 
franchise,  the  morale  of  7-Eleven  own- 
ers on  the  East  Coast  was  at  a  low- 
ebb.  Since  then  Southland  has  trans- 
ferred the  successful  team  that  man- 
aged its  California  operation  to  the 
East  and  owners  agree  that  company- 
store  relations  have  improved.  Addi- 
tional steps  have  also  been  taken  to 
reduce  losses  due  to  theft,  an  evei 
increasing  problem. 

Tom  Souhrada  of  Southampton  is 
a  happy  franchisee.  "I'm  breaking  nrrj 
back,"  he  says,  "but  it's  worth  it."  It's 
worth  it,  because  his  7-Eleven  store 
grossed  $400,000  last  year,  twice  tin 
company  average.  But  how  many  lo- 
cations are  there  like  Souhrada'a  and 
how   many   operators    willing   to    give 

their  all  for  good  old  7-ElevenP 
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AMERICA'S  LARGEST  SELLING 


MAGAZINE. 


What  do  you  do  when  you're  about  to  become 

the  first  magazine  in  publishing  history  to  sell 

a  billion  copies  in  a  single  year? 

Exactly  what  you  have  been  doing  for  the  preceding; 

21  years.  Continue  to  publish  an  intelligent 

magazine  about  television  for  an 

ever  larger,  more  interested  audience. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS.  INC. 

"We're big.  We're  efficient.  We  get  read.  You  get  read. 


As  I  See  It 


How  To  Talk  Business  With  Arabs: 


Tea-drinking,  yes;  backslapping,  no. 


You  are  a  midwestern  machine-tool 
manufacturer.  The  Arab  investor- 
businessman  you  want  to  meet  has 
millions  of  dollars,  personal  wealth— 
and  relatives  with  millions  more. 
Maybe  he  resides  in  Abu  Dhabi,  the 
Islamic  sheikdom  with  the  world's 
highest  per-capita  income  ($28,000, 
vs.  the  U.S.'  $4,500).  You've  got 
the  technology  and  modern  business 
methods— he  wants  both,  and  has  the 
money  to  buy  them,  or  to  go  into 
business  with  you. 

Your  problem  is,  it  took  you  years 
to  get  used  to  the  emergence  of  the 
inscrutable  Japanese  and  their  strange 
ways.  You've  never  even  met  an  Arab. 
What  do  you  do? 

You  could  do  worse  than  listen  to 
Dr.  Charles  Adams,  professor  and  di- 
rector of  the  highly  rated  Institute  of 
Islamic  Studies  at  Montreal's  McGill 
University. 

Adams,  a  50-year-old  Texan  who 
has  been  at  the  Institute  for  22  years 
and  headed  it  for  ten,  has  sat,  waited 
and  sipped  tea  in  Islamic  countries 
for  years,  from  Pakistan  to  Abu 
Dhabi,  from  Iran  to  Tunisia.  He 
speaks  classical  Arabic  (though  there 
are  umpteen  dialects).  He  reads  and 
writes  it,  and  he  has  the  prime 
requirement  for  dealing  with  the 
Arabs:  open-minded  patience. 

Right  now  there  are  dozens  of  U.S. 
businessmen  roaming  around  the 
Arab  countries  looking  for  business 
deals.  They're  not  getting  anywhere. 
Why  not? 

Adams:  Reading,  writing  and  rhet- 
oric. And  a  total  misunderstanding  of 
the  Islamic  culture.  Take  the  rhetoric: 
If  what  the  average  Persian,  for  ex- 
ample, says  in  daily  discourse  were 
translated  literally  into  English  it 
would  read  like  he  was  a  raxing  luna- 
tic or  on  some  kind  of  emotional 
binge.  For  example,  if  he  should  say: 
"My  eyes   are  your  sacrifice."   He   is 


quite    simply    saying,    "Thank    you 

We  cant  communicate? 

Adams:  It  would  take  18  months' 
hard  work  to  become  proficient 
enough  in  Arabic  to  speak  at  a  level 
you  could  reach  in  Spanish  in  three 
months.  And  then  you'd  have  only  one 
dialect.  There  are  many  and  mutual- 
ly unintelligible  dialects,  say  between 
an  Iraqi  and  a  North  African.  To 
be  able  to  read  Arabic— pull  any  book 
off  the  shelf  and  work  through  it  with 
a  dictionary— will  take  you  ten  years. 

Plus  we  don't  understand  Arabs. 

Adams:  Arabs  feel  they  are  not  re- 
spected in  the  West.  They  have  a 
magnificent  Arabic  [historic]  and  Is- 
lamic [religious]  cultural  heritage. 
But  they've  been  dominated  political- 
ly, militarily  and  economically  by  the 
West— even  while  the  Koran  [their 
holy  book]  tells  them  they  are  the  best 
of  communities  and  should  be  on  top. 

They've  got  an   injured  superiority 
complex? 

Adams:  Yes,  and  no  wonder.  One  poll 
done  in  the  U.S.  asked  people  whom 
they'd  least  like  their  daughters  to 
marry.  Turks  and  Arabs  topped  the 
list.  This  is  a  tremendous  blow  for 
people  who  place  such  high  prestige 
on  appearance,  reputation,  image. 
They  have  to  protect  their  image. 

But  what  nationality  doesn't J 

Adams:  All  nations  do.  But  if  you're 
talking  about  the  Chinese  and  Japa- 
nese need  to  save  face,  then  the 
Arabs  have  it  to  an  even  greater  de- 
gree. Their  language— the  Arab  is  in- 
ordinately proud  of  his  language— the 
most  admired  single  accomplishment 
is  eloquent  speech,  the  well-turned 
phrase.  The  problem  for  Westerners 
is  that  much  conversation  is  made  up 
of  a  I  >t  of  polite  garbage.  .  .  . 


Do  you  like  Arabs.  Dr.  Adams? 

Adams:  Enormously.  I  have  a  great 
deal  of  respect  for  and  interest  in  the 
Islamic  culture. 

Please  do  go  on. 

Adams:  Middle  Eastern  conversation 
goes  on  at  three  separate  levels  all  at 
once.  If  we  were  to  be  nasty  about 
it,  we'd  call  it  insincerity.  It  isn't— 
the  rhetoric  is  merely  satisfying  so- 
cial courtesies.  The  chap  invites  you 
to  dinner— but  he  doesn't  expect  you 
to  accept— not  unless  he  invites  you 
about  three  times  and  says  what  hour 
his  car  will  call  for  you.  You  comment 
casually  on  his  necktie.  He  pulls  it 
off  and  gives  it  to  you— hut  he  doesn't 
want  you  to  take  it.  Worse,  if  you 
do  take  it,  he's  going  to  admire  some- 
thing of  yours  and  expect  you  to  give 
it  to  him. 

We're  starling  to  S<  ' 

Adams:  Communication  with  the 
Arabs  begins  with  social  courtesies 
and  hospitalities.  Business  deals  begin 
in  the  same  way.  Take  Syria  or  Egypt, 
or  more  so,  Kuwait  and  Saudi  Arabia. 
A  prominent  man  in  government  01 
business  will  have  I  reception  room 
at  his  home.  Each  day  between  1  p.m. 
and  7  p.m.  people  will  come  and  wait. 
Then,    for    a    few    minutes,    each    one 

will  go  in,  exchange  i  few  greetings, 

sip   a   little   tea   or  eoflee,   then   leave 

That  visitor  will  turn  up  maybe  twice 

a  week.  It's  called  diuaniyah  in  the 
Arab    countries.    This    way    contacts 
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\e  Crane  Chempump®  at  work  in  Baytown,  Texas. 


Gas-odor  plant 
without  gas-odor  problems 
!or  the  neighborhood. 


Right  across  the  highway  from  a 
residential  community,  the  Natural 
GasOdorizing  Division  of 
Helmerich  &  Payne,  Inc. 
manufactures  the  chemical  that 
gives  odorless  and  highly  volatile 
natural  gas  its  acrid,  and  often 
life-saving,  smell. 

Leakage  of  this  odor  once 
caused  a  considerable  problem. 
But  the  company's  engineers 
solved  it,  working  with  Crane. 
They  replaced  standard  cen- 
trifugal pumps  with  the  Crane 
Chempump:  the  leakproof ,  canned 
motor  pump.  End  of  leakage.  End 
of  odor  problem.  End  of  extra 
maintenance  costs  and  product 
Josses.  End  of  story. 

The  Crane  Chempump.  Serving 
chemical  processing,  nuclear 
)wer  plants  and  other  industries 
where  pump  leakage  is  a  major 


T 


pollution,  health  or  safety  consideration. 
Crane:  Leaders  in  products  and  tech- 
nologies to  clean  up  our  waters 
and  the  air  we  breathe.  For 
further  information  contact: 
Crane  Co.,  300  Park  Avenue, 
New  York,  New  York  10022. 
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Facts  for  your  portfolio  on 


FERRO 


Ferro 
sets  new  sales  record 
during  first  half  of  1974. 


•  Consolidated  net  sales  for  the  six  months  ended 
June  30,  1974  were  a  record  $146.8  million... 
a  20.7%  increase  over  the  same  period  in  1973. 

•  First  half  earnings  from  continuing  operations, 
before  exchange  gains,  were  up  16.3%  to  $2.25 
per  share  compared  with  $1.94  per  share  in  the 
same  period  of  1973.  However,  the  loss  from  the 
the  operations  and  disposal  of  Jones  Homes, 
reduced  these  1974  earnings  by  41  cents  per 
share  to  $1.84. 

•  Ferro  has  had  an  average  annual  compounded 
growth  rate  in  sales  of  12.3%  over  the  past 
ten  years. 

•  Ferro's  earnings  per  share  have  had  a  ten-year 
average  annual  compounded  growth  rate  of  14.5%. 

•  Ten-year  combined  return  to  Ferro  share- 
holders, including  price  appreciation  and 
dividend  yield  was  10.3%  to  December  31,  1973. 

•  Return  on  average  net  worth  during  1973  was 
17.4%. 

•  1973  return  on  sales  was  6.2%. 

Ferro  produces  specialty  materials  for  the  chemi- 
cal, plastic  and  ceramic  industries  in  17  countries 
throughout  the  world.  During  1973  Ferro  achieved 
record  sales  of  $256  million  and  earnings  of  $3.67 
per  share. 

For  detailed  information  on  Ferro,  write  for  our 
1974  Profile  and  latest  financial  report:  Dept. 
F-09 1 5,  One  Erieview  Plaza,  Cleveland,  Ohio  44 1 1 4. 
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social  and  business— are  built  up.  The 
visitor  becomes  a  client,  a  business  as- 
sociate of  the  prominent  man. 

Patronage,  right? 

Adams:  Patronage,  but  a  long,  slow 
process.  It's  the  same  in  Iran.  It's  not 
an  Arab  country,  but  the  Islamic  tradi- 
tion is  there.  In  Iran  I  needed  to  see 
the  Shah.  After  some  days  I  got  to 
see  the  minister  of  the  court.  First  I 
was  shown  into  a  huge,  ornate  area 
the  size  of  a  ballroom.  Chairs  with 
red  plush  seats  lined  the  room.  Each 
was  occupied  by  a  little  man  in  a 
morning  coat,  sitting  erect,  briefcase 
on  knees,  sipping  tea.  Occasionally  a 
door  would  open.  A  man  would  sum- 
mon one  of  these  little  guys  and  he 
would  go  into  another  room.  Soon  it 
was  my  turn.  The  next  room  was 
identical.  Huge,  ornate,  and  the  red 
plush  chairs  with  the  little  men  in 
morning  coats.  Dead  center  of  the 
room,  like  an  island,  was  a  huge  desk 
with  the  minister  seated  there.  Oc- 
casionally he  would  look  up,  gaze 
around  the  room,  summon  one  of  the 
little  men.  That  guy  would  sit  along- 
side him  in  a  chair,  whisper  in  his 
ear  for  about  60  seconds,  that's  all  the 
time  he  got,  then  he  would  stand  up, 
bow,  go  back  to  his  seat,  sip  another 
tea,  and  then  leave. 

Oh,  come  on,  Dr.  Adams,  their  oil 
experts  don't  go  through  all  this? 

Adams:  Don't  they  indeed.  They  may 
be  secularized,  Western-educated,  but 
once  you  deal  with  private  individuals, 
the  Gulf  sheiks,  the  Saudi  or  Kuwaiti 
ministries,  even  the  Aga  Khan— and  he 
is  as  Western  as  you  and  I— you  will 
be  back  into  these  traditional  ways. 
All  prominent  men  are  paid  a  kind 
of  court. 

Westerners    have    to    pay    tribute, 

too?  We  mean,  what  should  Western 
businessmen  do? 

Adams:  Find  a  young  Aral)  studying 
business.  Make  sure  he's  what  you 
want.  Make  sure  he  gets  his  degree. 
Build  up  his  contacts.  Make  sure  he 
has  a  good  job  with  you  then  tiust 
him.  He  has  to  act  as  your  agenl 
You  can't  go  into  Kuwait  or  Saudi 
Arabia  on  a  three -da\  business  trip 
You  need  a  month.  And  youi  man 
needs  to  know  the  five-minute  process 
for  saying  hello,  and  the  ten  minute 
process  Foi  s.i\  ing  good-by< 

We've  got  our  man.  Next? 
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State  of  body  or  stale  of  mind? 


Aging.  How  well  do  we  understand  it? 

What  does  aging  do  to  the  older 
person's  self-image?  And  our  own,  as 
their  children?  And  why  do  some 
people  stay  young  and  vigorous,  even 
as  they  age,  while  others  give  in— and 
give  up— as  the  years  go  by? 

These  questions  are  painfully,  if  not 
literally,  close  to  home.  Most  of  us  try 
to  find  our  own  solutions  as  best  we 
can,  usually  working  with  love,  hope, 
and  a  handful  of  theories. 

What  are  the  facts? 

They  do  exist— and  more  are  being 
uncovered  all  the  time.  Specialists  in 
the  field  are  constantly  exploring  all 
the  interrelated  aspects  of  geriatrics, 
for  old  age  isn't  going  away. 

To  know  and  understand  the  find- 
ings of  such  research  is  why 
Psychology  Today  is  in  business. 
Our  job  is  to  know  who's  asking  the 
right  questions  about  the  right  prob- 
lems—and to  give  the  experts  a  forum 
for  sharing  their  answers  with  the 
people  who  want  to  hear  them.  We 
give  our  readers  what  is  truly  the  voice 
of  authority,  speaking  in  depth  and 
from  experience.  So  we  don't  publish 
the  quick  and  concise  or  the  trendy 
and  cute.  That's  why  Psychology 
Today  isn't  always  easy  to  read. 

But  it's  just  this  kind  of  reading  that 
attracts  4'/2  million  men  and  women 
every  month— people  who  want  to 
understand  themselves,  their  families, 
their  friends,  their  business  associates 
—today's  world.  People  who  look 
beyond  the-who  and  the  what 
of  current  events  and  want  to  know  the  why  of  the 
human  condition—  even  if  the  answers  sometimes  are 
tough  to  take. 

Not  surprisingly,  most  of  them  are  among  the  bright  and 
quick  under -35  group.  They're  better  educated,  in  better 
jobs,  with  better  incomes.  Inquisitive,  acquisitive. 

psychology  today 

The  human  experience— and  the  why  behind  it. 

ZIFF  DAVIS  PUBLISHING  COMPANY   NEW  YORK  NY  10016 
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Adams:  The  most  important  single 
piece  of  information  for  your  agent 
is  to  know  who  your  potential  Arab 
business  partner's  cousins  are,  and  who 
his  wife's  cousins  are.  That's  the  way 
business  gets  done. 

potism? 

Adams:  The  way  of  life.  The  extended 
family  is  taken  for  granted.  It's  noth- 
ing at  all  for  three  or  four  younger 
brothers  to  live  off  an  older  brother. 
It  is  his  duty— he  doesn't  resent  it. 
So  it  may  not  matter  which  brother 
you  get  to  know  first.  Once  you've 
built  up  a  social  relationship,  some 
cousin  from  somewhere  will  appear, 
saying:  "So-and-so  suggests  you  are 
interested  in  thus-and-so.  So-and-so 
suggests  I  take  you  to  so-and-so."  Then 
you've  started  to  roll. 

And  the  action  begins? 

Adams:  No.  I  want  to  see  the  minis- 
ter. Out  of  courtesy,  he  stops  all  he 
is  doing.  There  is  no  question  of  ef- 
ficiency, prior  responsibility  or  pres- 
sure of  business.  He  just  stops  and 
attends  to  you.  Western  concepts  of 
time  and  business  punctuality  simply 
do  not  apply. 

We're  patient,  we're  patient. 

Adams:  He  comes  to  the  U.S.  He 
calls  you  expecting  enormous  hospi- 
tality. You  say:  "I'm  free  for  lunch 
next  Wednesday,  or  30  minutes  in 
the  office  tomorrow."  You've  just  lost 
the  deal.  Hospitality  should  be  im- 
mediate—like his  dropping  everything. 

But  does  anything  ever  get  done? 

Adam ^ :  Frequently,  at  the  last  min- 
ute, on  a  crash  basis,  with  the  boss 
glowering  over  his  cowering  subordi- 
nates. But  you're  not  going  to  get  any 
hints.  No  one  is  going  to  tell  you  a 
project  is  going  ahead.  Nobody  is 
going  to  be  on  time.  Bukra,  bukra. 
[Egyptian  for  mafiana.] 

You  don't  think  U.S.  businessmen 
have  the  necessary  patience  to  go 
through  all  this,  do  you? 

Adams:  No,  that's  why  they  need  an 
Arab.  We  have  a  guy  on  the  staff  here, 
a  Palestinian.  He  taught  secondary- 
school  in  Kuwait,  taught  all  the  son5 
of  the  ruler,  taught  everyone  else. 
He  has  been  instrumental  in  getting 
us  some  money  from  Kuwait  for  the 
Institute.    Twice   a   year   he   goes   to 
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Kuwait,  spends  a  month  there,  doing 
nothing  but  making  calls:  this  man's 
diwaniyah,  that's  man's  diwaniyah. 
He's  more  interested  in  being  back 
here  doing  his  academic  work.  It's  a 
long,  drawn-out,  time-consuming 
process.  But  he  has  to  keep  those 
social  courtesies  lubricated. 

We've  got  our  Arab  agent.  We've 
found  our  wealthy  sheik.  We've  been 
diwaniyah-ing  for  months.  Do  we  get 
a  good  deaf? 

Adams:  When  the  Europeans  were 
still  groping  around  in  the  Dark  Ages, 
the  Arabs  at  Mecca  were  running 
joint  stock  companies  and  producing 
millionaires.  In  the  7th  century  Mec- 
cans  with  as  little  as  a  half-dinar 
[about  $1.75]  could  invest  in  the  two 
annual  caravans  out  of  Mecca.  Lo- 
cals would  borrow  money  at  100% 
just  to  invest  in  the  caravan. 

There  goes  the  myth  about  Arabs 
charging  no  interest. 

Adams:  Right.  And  yet,  if  you  get  a 
partner  and  you  are  a  hard  bar- 
gainer, your  Arab  partner  will  respect 
you  for  that.  They  are  extremely 
shrewd  bargainers.  .  .  . 

We've  heard  the  word  "predatory" 
used.  .  .  . 

\dams:  In  the  Islamic  world  money 
is  not  "filthy  lucre."  Islam  was  born 
of  a  bunch  of  merchants.  But  if  you 
are  dealing  with  a  private  individual, 


and  he  can  see  the  returns,  short  term, 
you  can  strike  a  good  bargain.  They'll 
be  hard  bargainers,  they  will  be  after 
every  financial  advantage.  The  Levan- 
tine, you  know,  is  a  commercial  type. 
What  you  don't  do  is  slap  him  on 
the  back  or  refer  to  him  on  a  first- 
name  basis. 

Do  the  Arabs  like  Americans?  Would 
they  like  to  like  us? 

Adams:  Oh,  I  think  so.  They  are  fun- 
damentally and  basically  pro- Western 
—anti-Russian  communism.  They  have 
a  love/ hate  relationship  with  us.  They 
are  disaffected  because  of  our  atti- 
tude toward  them.  But  now  they  have 
the  money,  the  scores  are  even. 

Will  they  be  revengeful  tcith  oilJ 

Adams:  They  were,  a  bit,  with  the 
embargo.  But  they  won't  bankrupt 
the  West  because  they'd  bankrupt 
themselves,  too.  They  have  to  put 
their  money  somewhere  and  they 
want  our  science  and  technology. 

But  they  aren't  investing  )» 

Adams:  Don't  expect  them  to  make  t 
splash  as  they  buy  real  estate,  botell 
and  hard  investments.  The  Iranian* 
might  let  the  world  know  about  buj 
ing  into  Krupp,  but  the  Arabs  will 
—are— doing  things  discreetly,  build- 
ing up  their  stake  in  the  West 

Dr.    Adams,    our   eyeballs   arc    your 
sacrifice.   ■ 
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How  come  there's  no 
Peking  Duck  Exchange? 
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Difference  of  opinion — openly  aired — is  as 
essential  to  a  free  economy  as  it  is  to  a  free 
society.  That's  why  great  commodity  exchanges 
can  flourish  in  this  country  and  not  in  the  Peo- 
ple's Republic  of  China.  You  can't  have  free 
markets  in  a  regimented  society.  And  you  can't 
have  regimented  markets  in  a  free  society. 

^t  CHICAGO  MERCANTILE  EXCHANGE 

444  West  Jackson  Blvd.,  Chicago,  Illinois  60606 
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Introducing 
The  Young  Professional.™ 

You  and  I  may  struggle  through  life 
making  ends  meet. 

Not  this  guy. 

He  wasn't  born  with  a  silver  spoon  in 
his  mouth. 

He  earned  his. 

The  hard  way. 

By  battering  his  way  through  long,  lean, 
tough  years  of  graduate  school. 

To  become  a  Doctor. 

Lawyer. 

Engineer. 

Or  MBA. 

A  Young  Professional. 

He'll  Make  And  Spend  At  Least 
$1,000,000  In  His  Lifetime. 

His  sheepskin  makes  him  the  hottest 
target  in  the  market. 

His  income  goes  from  $0  to  $20,000 
overnight. 

And  keeps  accelerating. 

So  he  starts  spending. 

Spending  to  take  on  the  trappings  of 
his  profession. 

(You  can't  wear  jeans  on  Wall  Street.) 

Spending  to  "catch-up." 

(2  weeks  of  Caribbean  Sun  make  up  for 
lots  of  nights  spent  "cramming.") 

And  he  keeps  on  spending. 

Because  he  knows  one  thing  for  sure: 

Doctors  Don't  Stand 
In  Unemployment  Lines. 

His  profession  makes  his  income 
damned  near  recession  proof. 

(He'll  work  when  others  don't.) 

And  inflation  proof. 

(As  "The  Cost  of  Living"  goes,  so  goes 
the  cost  of  his  services.) 

That's  why  he  spends  the  way  he  does. 

He  Doesn't  Drink  Scotch. 
He  Drinks  "Chivas." 

Compare  him  to  "Mr.  Average." 
He  not  only  buys  more.1 
He  buys  the  best. 
Examples? 

6  times  more  Chivas  Regal. 

7  times  more  Johnny  Walker. 
11  times  more  Jack  Daniels. 
13  times  more  Tanqueray. 

4  times  more  American  and  Imported 
wines. 

And  5  time's  more  imported  beer. 


Stocks,  Bonds,  Insurance, 
Mercedes,  Marantz  And  Things. 

He'll  own  4  times  as  many  stock 
portfolios  over  $10,000. 

12  times  more  life  insurance  policies 
over  $50,000. 

3  times  more  new  cars. 

3  times  more  foreign  cars. 

6  times  more  sailboats. 

And  enough  "heavy  duty"  hi-fi,  stereo, 
cameras  and  color  TV's  to  stock  a  store. 

He'll  Get  The  Chance 
To  Break  His  Leg  At  St  Moritz. 

He'll  travel. 
And  travel  more. 
More  for  business. 
And  more  for  pleasure. 
Take  5  times  more  foreign  trips. 
8  times  more  domestic  plane  trips. 
Buy  4  times  more  travellers  checks 
over  $200. 

And  rent  8  times  as  many  cars. 

He  Doesn't  Just  Buy  Expensive  Clothes. 
He  Builds  Expensive  Wardrobes. 

He'll  "Pucci"  his  wife. 
"Gucci"  his  feet. 

And  have  a  separate  wardrobe  for  each 
part  of  his  life-style. 
Ski  clothes. 
Golf  clothes. 
"Black  Tie." 
You  name  it. 
It's  hanging  in  his  closet. 

To  Sell  Him  You  Have  To  Know 
What  Makes  Him  Tick. 

Yes,  he  knows  about  Watergate. 

Yes,  he  cares  about  the  grinding  social 
questions  we're  facing. 

But  they  don't  pay  the  bills. 

On  top  of  his  list  is  one  thing: 
•     His  professional  career. 

It  got  him  where  he  is. 

It  will  get  him  where  he's  going: 

To  the  affluence,  status,  prestige,  power 
and  influence  to  really  be  able  to  do 
something  about  the  things  most  people 
just  talk  about. 

Talk  to  him  in  that  context. 

And  you've  got  more  than  a  listener. 

You've  got  a  customer. 

We  Reach  Over  Half 

Of  All  Young  Professionals. 

And  Nobody  Else. 

We  reach  him. 

And  he  listens. 

Because  his  professional  career  is  what 
we're  all  about. 

We're  The  Young  Professional  Group. 

We  publish  4  magazines  1 1  times  each 
year: 

Medical  Dimensions,  for  young  doctors. 

Juris  Doctor,  for  young  lawyers. 

New  Engineer,  for  young  engineers. 

And  MBA,  for  young  executives. 


Our  editorial  is  unique. 

It's  divided  into  two  parts: 

His  professional  career. 

And  his  professional  lifestyle. 

It's  the  major  reason  why  we  are 
the  only  medium  that  reaches  over  half 
of  all  doctors,  lawyers,  engineers  and 
MBA's  25  to  34. 

(And  we  do  that  with  just  one  insertion.) 

Our  circulation  base  is  all  young 
professionals. 

And  nobody  else. 

100% 

No  fat. 

All  focus. 

One  Page  In  Playboy. 
Or  8  Pages  In  Us? 

So  much  for  raw  Reach. 

Now  let's  talk  Frequency. 

And  Efficiency. 

For  $42,950  you  can  buy  one  page  in 
Playboy. 

And  reach  less  than  half  of  The  Young 
Professional  Market. 

For  $43,648  we'll  sell  you  a  full  color 
page  in  8  issues  of  all  four  magazines. 

That's  not  only  Reach. 

It's  Frequency. 

Efficiency. 

And  Good  Common  Sense. 

If  that's  what  you  want,  talk  to  your 
Media  Director. 

Or  call  Bill  O'Brien  at  The  Young 
Professional  Group,  555  Madison  Avenue, 
New  York  City  10022  (212)  758-5300. 

He'll  make  one  thing  clear: 

We're  the  medium  where  every  reader 
is  a  $1,000,000.  market.  All  by  himself. 


The  Young 
Professional  Group. 
EveryReaderisa 
$1,000,000  Market 
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Desk  pad  and  pen  rest.  Olive-drab  leather  desk  pad  is  mounted  with  silver  plaque  chased  with  two  floral-draped  torches  tied  with  ribbons  and  flanking  a 
circular  medallion  monogrammed  HK.  Plaque  dated  June  1 ,  1912  and  framed  in  meander  border.  Pen  rest  set  on  two  gold  bands  standing  on  jour  gold  j,  it 
in  the  Greek  key  design.  Demi-cylindrical  bowenite  form  is  mounted  in  enamelled  gold  with  red  and  white  egg  and  dart  pattern.  By  Carl  Faberge,  Jcuchr 
to  the  Czars  of  all  the  Russias.  From  the  Forbes  Magazine  Collection  of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


Insilco's  Lament 


For  a  conglomerate,  Insilco  is  a  pretty  sound  operation. 
But  Randy  Blatz  made  one  mistake.  A  serious  one. 


Insilco,  once  the  conservative  old 
International  Silver  Co.,  has  a  horren- 
dous looking  balance  sheet.  It  has  less 
than  $50  million  in  tangible  equity 
capital  and  more  than  $120  million  in 
funded  debt. 

Fortunately,  Insilco  has  the  earn- 
ings to  support  the  debt.  Against  in- 
terest costs  of  some  $11.4  million,  it 
had  operating  income  last  year  of 
$44  million  and  net  profits  of  $15  mil- 
lion. The  debt,  however,  is  still  a  ter- 
rible burden  to  President  Durand  B. 
Blatz. 

Insilco  has  come  a  long  way  from 
the  days  when  its  chief  business  was 
silver  tableware.  It  still  makes  and 
sells  these  items,  but  they  account  for 
only  a  small  percentage  of  sales.  In- 
silco is  a  conglomerate.  Among  other 
things,  it  makes  paint,  CATV  and 
electronics  products;  hobby  products; 
office  supplies  (Boladex);  school 
yearbooks  and  catalogs.  Insilco's  pride 
and  joy,  however,  is  a  company  that 
makes  build-it-yourself  housing. 

The  man  who  runs  Insilco,  Bandy 
Blatz,  is  no  newcomer  to  conglomera- 
tion. A  big,  candid  man,  he  came  to 
Insilco  17  years  ago  from  Avco,  a 
pioneer  conglomerate,  where  he  was 
comptroller.  Learning  from  Avco's 
mistakes,  Blatz  has  structured  Insilco 
well,  avoiding  overcommitment  to  any 
one  business  and  shucking  off  acqui- 
sitions that  didn't  work.  That  is  why 
Insilco  makes  good  profits. 

But  in  acquiring  the  do-it-yourself 
housing  venture,  Blatz  made  a  classic 
mistake:  He  went  too  deeply  into  debt 
to  get  it;  he  pushed  too  hard. 

Insilco's  Miles  Homes,  based  in 
Minneapolis,  sells  packages  of  precut 
materials  for  houses,  together  with 
plans  and  financing.  With  a  Miles 
package,  any  person  handy  with  tools 
can  beat  the  high  cost  of  homebuild- 
ing;  a  Mile's  home  can  be  put  up  for 
anywhere  from  $6,500  to  $16,000  as 
compared  with  $15,000  to  $30,000 
for  similar  professionally  built  homes. 
The  Miles  house  is  a  viable  alterna- 
tive to  mobile  housing  for  families 
who  can't  swing  a  conventional  house. 
Among  other  things,  Miles  finances 
the  buyer  at  8%%  during  construction 
and,  thereafter,  helps  him  get  regular 
financing.  Not  surprisingly,  Miles  is 
booming.  Last  year  its  sales  were  only 
$17  million,  but  this  year  it  expects  to 
do  some  $20  million.  Blatz  sees  no 
reason  why  sales  couldn't  continue  to 
grow  at  20%  a  year.  Miles  is  highly 
profitable,  too.  On  $17  million  in  sales 


last  year,  it  netted  over  $2  million. 
The  trouble  is  that  Insilco  paid  a 
fancy  price  in  1972  for  Miles:  $29 
million.  To  raise  the  price,  In- 
silco issued  $28  million  in  5/2%  con- 
vertible debentures.  The  deben- 
tures were  convertible  at  33%  a 
share.  But,  as  the  stock  market  col- 
lapsed, so  did  Insilco  stock.  It  now 
sells  at  about  $7  a  share.  So  the  con- 
version price  was  out  of  sight.  As 
far  as  potential  lenders  were  con- 
cerned, the  convertibles  had  become 
straight  debt,  which  left  Insilco  with 
a  horrendous  $1.70  in  debt  for  each 
$1  in  equity.  This  was  hurting  Insil- 
co's ability  to  finance  Miles'  boom- 
ing sales. 

Blatz's  Gamble 

So,  Bandy  Blatz  refinanced.  He 
swapped  the  old  convertibles  for  new 
ones,  raising  the  interest  rate  to  9%% 
and  lowering  the  conversion  price  to 
$15.  It  was  an  expensive  swap,  rais- 
ing interest  costs  and  increasing  the 
dilution  potential.  But  at  least  it  made 
conversion  a  realistic  possibility  if  the 
stock  market  should  recover.  "This 
was,"  sighs  Blatz,  "the  best  way  I 
could  see  for  this  company  getting 
additional  equity  capital  over  the  next 
five  years.  The  $15  conversion  rate 
may  look  ridiculous  compared  with 
our  $7  stock  price,  but  it  looks  less 
ridiculous  than  $33  did." 
•  All  of  which  still  leaves  Insilco  in 
something  of  a  hole.  Unless  and  un- 
til the  stock  market  improves,  it  will 
have  to  go  on  building  capital  the 
slow,  painful  way  of  retained  earn- 
ings. If  it  cuts  the  long-standing  70- 
cent  annual  dividend  to  speed  up 
the  retention  of  earnings,  then  it  will 
lessen  the  chance  of  the  stock's  re- 
covering. So,  at  the  moment,  Randy 
Blatz  is  sitting  on  a  very  nice,  grow- 
ing business,  but  is  having  trouble  fi- 
nancing it. 

"We  did  the  Miles  deal  with  our 
eyes  open,"  says  Blatz.  "We  knew  if 
we  bought  Miles,  it  was  going  to  de- 
stroy our  debt/ equity  ratio."  So,  why 
did  he  do  it?  Apparendy  because  it 
seemed  a  fair  gamble  for  getting  In- 
silco out  of  the  doldrums  into  a  real 
growth  area. 

Randy  Blatz  and  his  board  simply 
did  not  foresee  that  the  stock  market 
would  collapse  and  that  interest  rates 
would  go  through  the  roof.  That  was 
a  mistake  he  shares  with  a  good 
many  other  corporate  managements 
today.  ■ 


A  Royal  Treat 
Awaits  You 


At  long  last,  the  definitive  catalog 
of  the  Forbes  Magazine  Collection 
of  Faberge. 

Called  a  "feast  for  the  eye"  by 
Newsweek  Magazine  when  review- 
ing the  recently  held-over  exhibition 
at  the  New  York  Cultural  Center, 
Forbes'  collection  of  the  bejewelled 
masterpieces  by  Peter  Carl  Faberge 
are  stunningly  presented  in  this 
exquisite  catalog. 

Richly  illustrated  with  32  full-color 
and  10  black  and  white  photo- 
graphs, the  116-page  meticulously 
compiled  catalog  has  its  foreword 
by  Malcolm  Forbes  and  text  by  Her- 
mione  Waterfield,  a  director  of  the 
distinguished  international  firm  of 
Christie,  Manson  and  Woods.  Ms. 
Waterfield  provides  complete  de- 
scription and  history  of  all  these 
famous  art  treasures,  including 
each  of  the  fabulous  imperial  Eas- 
ter Eggs  in  the  Forbes  Magazine 
Collection. 

The  catalog  is  sure  to  be  a  gift  ap- 
preciated by  friends  or  family  as 
well  as  an  important  addition  to 
your  own  library  of  art. 

Checks  or  money  orders  should  ac- 
company all  orders.  A  coupon  is 
provided  below  for  your  conven- 
ience in  ordering: 


FORBES  Faberge  Collection 

60  Fifth  Avenue 

New  York,  N.Y.  tOOll 

Please  ship  postpaid  the  following  catalog(s) 
for  which  payment  in  full  (check  or  money 
order)   is  enclosed: 

soft-cover  catalog  @   $6.00  each 


Name. 


Total  amount  enclosed. 


(Please  print  clearly) 


Address 
City 


.State. 


-Zip. 


(N.Y.  residents  add  appropriate  tax) 
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EVERY 

BUSINESSMAN 

NEEDS 

CONNECTIONS 

IN 

SWITZERLAND. 


Unfortunately  you  can't  fly  direct  from  the  U.S.  to  most 
European  cities.  But  if  you  fly  directly  to  Zurich  or  Geneva, 
you  have  a  choice  of  332  flights  a  day 
to  52  cities  in  Europe.  And  because 
both  airports  were  designed  for  quick 
and  simple  connections,  you're  not 
going  to  be  spending  hours  walking 
down  seemingly  endless  corridors. 
In  fact,  if  you're  just  changing  planes, 
you  don't  even  have  to  waste  time  in  customs. 
Swissair  can  fly  you  to  these  perfect 
airports,  located  in  the  center  of  Europe, 
seven  days  a  week  from  New  York.  If  your 
plans  call  for  it,  we  can  also  fly  you  to 
Zurich  from  Chicago,  Boston,  or  Montreal. 
Because  if  you're  doing  business  in  Europe, 
you  need  connections  in  Switzerland. 

For  worldwide  reservations  and 
information,  call  your  travel  agent 
or  local  Swissair  office.  ^ 


SWISSAIR 


¥ 


Faces  Behind  the  Figures 


We're  Not  Pretending 

Irving  Shapiro's  first  year  as  chair- 
man and  chief  executive  of  E.I.  du 
Pont  is  not  exactly  beginning  on  a 
note  of  triumph.  In  a  year  when  com- 
peting chemical  producers  are  re- 
porting handsome  earnings  gains  for 
the  half-Hercules  (up  29%),  Allied 
(up  67%),  Dow  (up  85%)-du  Pont's 
first-half  earnings  dropped  16.6% 

But  Shapiro  isn't  upset  by  the 
comparison.  "Theirs  is  a  short-term 
situation,"  he  says.  "We're  looking  at 
the  longer-term  picture."  He  is  indeed. 

While  producers  of  commodity 
chemicals  have  raised  prices  sharply, 
he  explains,  du  Pont  delayed  price 
rises  in  fibers  (40%  of  its  business). 
Says  Shapiro:  "We  came  out  of  price 
controls  at  the  end  of  January,  but 
our  fibers  customers  were  controlled 
until  April.  After  January  we  could 
have  passed  through  price  increases 
that  our  customers  would  have  had 
to  swallow,  but  we  elected  not  to  do 
that."  Now  that  controls  in  the  tex- 
tile industry  are  off,  du  Pont  has  been 
gradually  raising  prices. 

This  wasn't  charity,  he  goes  on:  "I 
think  this  will  give  us  a  better  com- 
petitive position.  Our  major  customers 
understand  what  we  were  trying  to 


accomplish,  and  appreciate  it.  When 
demand  is  down  a  little  bit,  we'll  be 
favored." 

Even  without  fiber  price  increases, 
du  Pont's  first-half  earnings  would  still 
have  been  up  a  modest  2.5%,  but 
Shapiro  also  decided  to  switch  to 
last-in-first-out  inventory  accounting. 
"We're  not  pretending  to  have  profits 
we  don't  have,"  he  explains,  "and 
we're  not  paying  taxes  on  those  pre- 
tended profits.  By  saying  we  will  have 
approximately  $300  million  less  in 
earnings  this  year,  the  net  effect  in 
terms  of  cash  in  the  till  is  that  we 
have  added  $150  million." 

Also,  if  the  recession  deepens  and 
raw  materials  prices  fall,  du  Pont's 
LIFO  inventory  accounting  will  re- 
sult in  higher  earnings  than  the  first- 
in-first-out  accounting  most  of  its  com- 
petitors follow. 

Shapiro's  election  to  the  chairman- 
ship went  against  a  lot  of  tradition 
at  du  Pont:  He  is  the  first  lawyer 
and  the  first  Jew  to  hold  that  job. 
If  his  decision  on  pricing  is  any 
guide,  he  may  be  introducing  a  new 
aggressiveness  to  du  Pont  marketing. 
And  with  its  high  debt-to-equity  ratio 
and  excellent  record  of  profitability, 
du  Pont  has  the  financial  muscle  to 
back  him  up.  ■ 


Shapiro  of  E.I.  du  Pont 


"You  Are  Only 
Fooling  Yourselves9' 

Blunt-spoken  Joseph  P.  Cummings, 
the  No.  Two  man  at  Peat,  Marwick, 
Mitchell  &  Co.,  has  angered  a  num- 
ber of  businessmen  lately  by  urging 
adoption  of  new  accounting  methods 
that  would  exorcise  demon  inflation 
from  corporate  balance  sheets— but  in 
the  process  slash  virtually  all  profits 
and  dividends.  He  says  that  each  day 
businessmen  delay,  they  invite  "creep- 
ing incredibility." 

And  what  do  businessmen  say  to 
him?  "Some  say:  'Shut  up,' "  says  55- 
year-old  Cummings,  in  a  voice  husky 
from  years  of  smoking. 

Most  executives,  however,  offer 
more  enlightened  criticisms.  The 
methods  for  inflation  accounting 
range  from  merely  subtracting  the 
nation's  average  annual  rate  of  infla- 
tion from  reported  numbers  to  recal- 
culating the  cost  of  each  type  of  in- 
ventory. Critics  say  this  will  confuse 
people.  But  Cummings  points  out  that 
stock  analysts  and  investors  are  al- 
ready discounting  the  effects  of  infla- 
tion:   "Apparently   that's   one    reason 


stocks  are  selling  at  six  times  earnings. 
The  confusion  can't  get  worse." 

The  critics  also  say  that  inflation 
accounting  will  tend  to  foster  bor- 
rowing, and  drive  interest  rates  even 
higher.  The  more  debt,  the  better  a 
company's  restated  earnings  will  look. 
"But  there  soon  comes  a  point,"  re- 
plies Cummings,  "where  a  company 
can't  attract  debt  any  more  or  afford 
it.  Some  seem  to  be  approaching 
their  limits  already." 

The  most  telling  criticism,  how- 
ever, is  that  inflation  accounting,  with 
sharply  lower  restated  earnings,  will 
scare  off  investors  while  the  Internal 
Revenue  Service  will  ignore  those  fig- 
ures and  continue  to  collect  its  old 
inflated  taxes.  Cummings  replies  that 
the  sooner  business  adjusts  its  reports, 
the  sooner  Congress  will  lower  the 
taxes  for  heavy  industries  and  others 
who  are  overpaying  and  raise  it  for 
service  companies  and  the  public. 

With  present  accounting  methods, 
Cummings  warns,  businessmen  are  on- 
ly kidding  themselves  as  well  as  their 
shareholders:  "I'm  afraid  many  com- 
panies are  reporting  illusory  earnings, 
and  actually  depleting  capital  to  pay 
dividends."  ■ 


Cummings  of  Peat,  Marwick 
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Faces  Behind  the  Figures 


Dean  of  First  Federal  of  Lincoln 


Banking  At  The  Hinky  Dinky 

John  Dean,  general  counsel  of  First  Federal  of  Lincoln,  a 
Nebraska  savings  &  loan,  is  tired  of  just  talking  about  the 
problems  the  S&Ls  face.  Last  winter,  First  Federal  shook 
up  the  Cornhusker  banking  community  by  placing  ter- 
minals in  two  stores  of  the  regional  Hinky  Dinky  grocery 
chain.  Grocery  shoppers  with  accounts  at  Dean's  S&L 
could  walk  into  the  store  and  withdraw  from  or  deposit 
to  their  savings  account  seven  days  a  week,  12  hours  a  day. 

The  response  was  the  envy  of  every  S&L  that  has  suf- 
fered disintermediation.  After  only  six  weeks,  First  Federal 
could  boast  672  new  accounts  totaling  $300,000,  along 
with  another  $300,000  in  deposits  from  old  customers. 
Withdrawals?  Only  $40,000. 

But  the  response  from  the  commercial  banks  was  less 
than  enthusiastic.  First  Federal  was  slapped  with  three 
injunctions  to  stop  the  service.  Dean's  S&L  was  providing 
ready  cash  conveniently— a  service  the  commercial  banks 
traditionally  had  performed  by  offering  checking  accounts. 
Last  month  the  last  injunction  was  struck  down  and  Dean 
now  is  looking  to  an  even  brighter  future. 

"We  plan  to  expand  the  system  through  the  Hinky 
Dinky  stores  in  the  Lincoln  and  Omaha  areas.  From  there 
we  will  move  to  serve  all  stores  in  Nebraska.  Hinky  Dink\ 
has  37  stores  and  we  will  attempt  to  service  them  all." 

In  addition,  First  Federal  will  license,  through  the  TMS 
Corp.  of  the  Americas,  the  service  to  First  Federal  Savings 
&  Loan  of  Council  Bluffs,  la.  and  the  Nebraska  State  S&L 
of  Fremont.  "We  will  act  as  a  computer  data-service  cen- 
ter for  anyone  who  wishes  to  take  the  service. 

"People  are  happy,"  says  Dean,  "with  the  5)*%  we  of- 
fer. We  attract  more  dollars,  and  these  are  contented 
dollars  that  will  not  go  running  away  to  get  an  extra 
quarter  percent  interest."  He  hopes.  ■ 


Too  Much  Garbage 

Back  in  1970,  Louis  Lundborg,  then  chairman  of  the 
world's  largest  bank,  had  a  confrontation  with  student 
radicals  who  accused  him  of  helping  perpetuate  a  "gar- 
bage" economy.  Retired  now  from  Bank  of  America,  but 
still  writing,  teaching  and  serving  on  several  boards, 
Lundborg,  68,  has  done  a  good  deal  of  thinking  since 
then.  He  has  decided  the  radicals  had  a  point. 

"Don't  lump  me  with  the  Doomsday  boys,"  he  says, 
"but  we  have  got  to  plan  now  for  limited  economic 
growth.  It's  easy  to  knock  the  extremists  and  say  that  we 
have  no  problems.  The  Club  of  Rome's  attempt  at  perfect 
models  may  have  been  pretentious,  but  nonsense  it  is  not." 

There  just  aren't  enough  resources  on  earth  both  to 
feed  the  exploding  population  and  give  everybody  a  bet- 
ter standard  of  living.  To  avoid  disaster,  Lundborg  says, 
a  way  must  be  found  to  share  what  we  have. 

Lundborg  goes  on:  "The  free  market  is  very  good  at 
supplying  wants.  It  isn't  very  good  at  protecting  scarce 
resources."  The  only  way  out,  he  contends,  is  to  agree  to 
further  limitations  on  the  free  markets.  "We're  pointing  in 
the  direction  of  something  very  unpalatable-allocation. 

"This  will  be  a  shock  to  the  investment  community,"  he 
warns,  because  "getting  rid  of  this  adolescent  straining  for 
annually  compounded  growth  will  knock  one  of  the  props 
from  under  traditional  investment  analysis." 

Once  a  businessman  might  have  been  censured  for 
proposing  growth  restraints.  How  times  have  changed!  ■ 


Banker  Lundborg 
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Is  having  your  own  $14.50  year's  subscript 
to  Business  Week  worth  the  cost? 


Ask  the  man 
you  work  for. 


Moving  up  in  the  executive  world  from  a  yearly 
salary  in  the  teens  to  one  in  the  20s  or  30's  or 
more  isn't  just  a  matter  of  "getting  the  breaks." 
An  important  assist,  as  top  executives  know,  is 
having  your  own  personal  source  of  the  business 
news  and  information  you  need— in  compact,  easy- 
to-read  form,  fresh  each  week  while  it's  still  news. 

That's  why  more  than  725,000  executives  in 
business  and  industry,  have  subscriptions  of  their 
own  to  Business  Week— and  they're  paying  $14.50 
a  year  for  it. 

That  breaks  down  to  less  than  29t  a  week,  in 
return  for  which  you  can  stay  on  top  of . . . 

ALL  THIS  VITAL  DATA 

Business  news  that's  national  and  international, 
gathered  by  the  world's  largest  business  pub- 
lisher, McGraw-Hill . . . 

. . .  News  on  marketing,  finance,  the  economy, 
labor,  new  technology  and  design,  government, 
the  executive  suite,  the  stock  and  commodities 
markets,  transportation,  corporations  and  con- 
glomerates, business  leaders . . . 
. . .  Plus  a  thumbnail  Business  Outlook  each  week, 
the  unique  Business  Week  Index,  Personal  Busi- 
ness information  and  counsel,  and  much  more. 

SAVE  TIME,  SAVE  MONEY 

As  you  can  see,  Business  Week  can  save  you  the 
time  you'd  otherwise  have  to  spend  wading 
through  a  flood  of  bulky  newspapers,  specialized 
reports,  and  lightweight  newsletters  coming  at 
you  from  every  direction.  And  your  value  as  an 
executive  depends  upon  your  getting  the  most 
accomplished  in  the  limited  hours  available  to 
you  each  week. 

With  Business  Week,  you  can  also  save  money 
on  the  cost  of^  all  those  time-consuming  news- 
papers, reports,  and  newsletters.  What  is  more, 
having  your  own  subscription  to  Business  Week 
further  entitles  you  to  another  immediate  "divi- 
dend". . . 

FREE  EXECUTIVE  PORTFOLIO 

Your  own  Executive  Portfolio  of  "Special  Reports 
on  Major  Business  Problems,"  prepared  by  the 
Editors  of  Business  Week.  Twelve  reports  includ- 
ing three  which  won  business  journalism's  highest 
awards  for  excellence.  Your  portfolio  with  your 
name  stamped  in  gold  on  the  cover— free  when 
you  subscribe  to  Business  Week. 

Right  now,  send  for  your  free  portfolio  and  a 
subscription  to  Business  Week.  Complete  coupon, 
tear  it  out  and  drop  it  in  the  mail.  Send  no  money 
—we'll  bill  you  later. 


Send  no  money  now. 
Mail  coupon 
lor  your  subscription 
plus  your  free 
Executive  Portfolio. 


If  coupon  below  is  missing,  please  send  us  your  name,  title,  company,  address,  whom  to  bill 
(you  or  company).  Business  Week,  1221  Avenue  of  the  Americas,  N.Y.C.,  N.Y.  10020. 


PLEASE  PRINT  NAME  AS  IT  SHOULD  APPEAR, 

IN  GOLD.  YOUR  PORTFOLIO  ATLL  BE  SENT 

PROMPTLY  ON  RECEIPT  OF  ORDER. 
Michael  Baron,  Circulation  Director 

McGraw-Hill  World  Headquarters 

1221  Avenue  of  the  Americas 

New  York,  New  York  10020 

Please  send  me  my  copy  of  the  new  Executive  Portfolio  of  Special  Reports  on 
Major  Business  Problems  as  a  bonus  gift  with  my  one  year  subscription  to  Business 
Week  for  $14.50  □  Payment  Enclosed  □  Bill  Me  D  Bill  Company 


|  BusinessWeek 
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Faces  Behind  the  Figures 

Where  Does 
The  Money  Go? 

,  ok  accounting  in  education? 
Don't  smirk.  With  many  of  our  in- 
stitutions of  higher  education  close  to 
the  red-ink  mark  (p.  37),  educators 
must  ask  and  answer  some  hard  ques- 
tions. James  Farmer,  a  former  Rand 
Corp.  researcher,  has  set  up  shop  in 
Los  Angeles  to  help  educators  better 
understand  their  cost  structures. 

Farmer's  Systems  Research  has  dis- 
red,  for  example,  that  it  cost 
Georgetown  University  $8,800  a  year 
for  each  student  in  its  classics  de- 
partment (it  had  only  two  students) 
—nearly  three  times  what  it  cost  to 
educate  a  liberal  arts  student.  Farmer 
has  also  discovered  such  disparities 
as  the  fact  that  it  costs  one  college 
21  cents  to  clean  a  square  foot  of 
floor  space  and  another  one  S2.85. 

Farmer  says  it  costs  as  much  as 
$15,000  a  year  to  produce  a  Ph.D 
in  history;  $30,000  for  a  medical  stu- 
dent. The  highest  of  all  is  for  a  mor- 
tician:   $60,000    a    year,    largely    be- 


Farmer  of  Systems  Research 


cause   of   the   cost   of   cadavers. 

What  has  money  got  to  do  with  the 
need  for  historians,  doctors,  under- 
takers? Lots,  Farmer  argues.  "I'll  ad- 
mit," he  says,  "the  creation  of  knowl- 
edge is  not  amenable  to  management, 
but  the  teaching  function  is." 

Farmer's  figures  give  food  for 
thought.  Why  should  the  parents  of 
liberal  arts  students  subsidize  the  fu- 
ture doctors  and  historians  and  mor- 
ticians? Why  shouldn't  the  price  of 
a  particular  type  of  education  be 
tailored  to  its  costs?  If  society  wishes 
to  subsidize  the  production  of  his- 
torians or  doctors,  why  shouldn't  so- 
cictij  pay  the  bill? 

Such  ideas  would  have  seemed 
heretical  a  few  years  ago.  But  no 
longer.  However,  Jim  Farmer  has  a 
problem  in  his  researches  into  the 
economics  of  education.  He  hasn't  got 
enough  qualified  researchers.  He  fig- 
ures there  are  not  more  than  50  peo- 
ple in  the  whole  U.S.  today  able  to 
do  the  job,  but  that  there  will  soon 
be  a  demand  for  2,000. 

Anybody  looking  for  a  new  and  dif- 
ferent job  field?  ■ 


The  Joke  Was  On  Him 

W.  Reid  Thompson'  remembers  how 
he  got  into  the  utility  business.  "An 
elderly  gendeman  seduced  me  with  a 
fable.  He  claimed  that  utilities  had 
gone  through  three  phases.  First,  get- 
ting electricity  on  the  line,  a  job  for 
engineers.  Second,  financing  growth, 
a  job  for  financial  men.  And,  now, 
governmental-legal,  made  to  order  for 
lawyers  like  me. 

What  a  joke!  Right  now  all  three 
areas  are  crisis  points." 

Thompson,  50,  a  former  North 
Carolina  state  legislator,  heads  Wash- 
ington, D.C.'s  Potomac  Electric  Pow- 
er Co.  Potomac  was  in  serious  trou- 
ble before  Consolidated  Edison  of 
York  was.  In  1969  Potomac's 
earnings  dropped  sharply,  it  omitted 
a  quarterly  dividend  and  its  stock 
plunged  almost  overnight  from  22  to 
13.  This  at  a  time  when  the  Dow- 
Jones  utility  index  was  close  to  its  all- 
time  high.  The  panic  spread  fast  to 
other  utility  stocks.  The  investor's  long 
romance  with  utilities  was  over. 

Since  then,  however,  Potomac  Elec- 
tric has  been  slowly  climbing  back. 
Last  year  its  earnings  were  $1.71,  123; 
better  than  the  year  before.  Even  in 
the  difficult  year  of  1974,  earnings 
should  rise  a  bit  more.  Last  month, 
all  of  Potomac's  debt  was  upgraded 


a  notch  by  the  rating  services. 

Thompson  has  had  some  help.  The 
last  rate  hike  Potomac  requested  was 
granted  in  six  months;  an  earlier  hike 
took  18  months  to  go  through. 

Potomac's  troubles  are  not  over. 
To  keep  its  equity  ratio  up,  Thomp- 
son had  to  sell  4  million  shares  of 
new  common  stock  in  July  at  $5  a 
share  below  book  value;  you  can't  do 
that  very  often.  And  last  month  he 
had  to  sell  an  additional  $100  mil- 
lion of  debt  at  rates  up  to  102»,  bal- 
ancing that  with  a  $25-million  pre- 
ferred issue  paying  11%. 

The  primary  solution,  along  with 
major  cost  cutting,  Thompson  says,  is 
further  rate  hikes  to  give  utilities  a 
better  return  on  their  investments. 
"When  you  can  get  12%  on  a  bond," 
he  asks  rhetorically,  "how  attractive 
is  the  12.5%  or  13%  we  are  allowed 
to  earn  on  equity? 

Will  the  public  accept  much  high- 
er rates?  "What's  happening  today 
cannot  endure,"  answers  Thompson. 
If  it  does,  there  will  be  government 
takeover.  "This  would  mean  further 
service  deterioration  and  increased 
costs  as  the  payroll  is  padded  and  the 
Government  loses  tax  revenues  cur- 
rently paid  by  the  companies. 

"In  the  end  the  people  always  have 
to  pay.  The  difference  is  what  form 
of  organization  will  serve  them."  ■ 


Thompson  of  Potomac  Electric 
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Ahoy  There! 

Diners  Club  took  a  $12-million  bath 
helping  berth  the  old  ocean  liner 
Queen  Mary  alongside  Long  Beach, 
Calif.,  in  what  is  an  up-to-now  $56- 
million  floating  fiasco.  Geoffrey  Leeds, 
who  organized  ticker-tape  parades  for 
New  York  City,  was  only  22  years 
old  in  1966  when  he  suggested  to 
Diners  Club  Chairman  Alfred  Bloom- 
ingdale  that  Bloomingdale  buy  the 
Queen  Mary. 

"You're  crazy,"  Bloomingdale  told 
Leeds  over  dinner— but  that's  an- 
other story,  because  Bloomingdale 
bought  the  idea,  and  Long  Beach 
bought  the  boat. 

Thomas  J.  Deegan  Jr.,  was  the  man 
who  beat  the  drum  for  the  1964-65 
New  York  World's  Fair— which 
flopped,  leaving  behind  better  than 
$22  million  in  defaulted  bonds.  His 
firm,  TJD  Management  Services,  Inc., 
handled  publicity  for  the  Fair  on  a 
$100,000-a-year  retainer. 

Now  Leeds  and  Deegan  have 
joined.  Same  formulas,  different  part- 
nership. They  want  to  buy  the  laid- 
up  SS  United  States  (the  Federal 
Maritime  Administration  wants  $12.1 
million  for  her)  and  turn  her  into  a 
floating  world's  fair— all  in  honor  of 
the  U.S.  Bicentennial.  Is  patriotism 
the  last  refuge  of  promoters? 

"I  can  be  brought  to  tears  talking 
about  ships,"  says  the  urbane  New 
York-born,  Sorbonne-educated  Leeds, 
now  30,  during  an  interview  in  his 
chi-chi  New  York  Park  Avenue  apart- 
ment decked  out  like  a  ship's  cabin. 
Alfred  Bloomingdale,  too,  can  prob- 
ably be  moved  to  tears. 

Leeds— after  a  stint  at  "master 
builder"  William  Zeckendorf's  Webb 
&  Knapp  real  estate  firm— eight  years 
ago  saw  the  on-the-block  Queen  Mary 
as  instant  New  York  office  space: 
better  than  1  million  square  feet. 
The  New  York  City  Fire  Department 
saw  the  QM  as  a  fire  risk— all  that 
wood  paneling— and  refused  a  berth. 
Long  Beach  didn't  need  office  space, 
but  had  $250  million  in  oil  revenues 
that  could  be  spent  only  on  "port 
improvements."  That's  how  the  old 
QM  got  plunked  down  in  California. 

As  for  the  United  States,  Leeds  talks 
grandly  of  floating  it  around  the 
world,  filled  with  U.S.  corporate  ex- 
hibits—instead of  expensive-to-coddle 
passengers.  Who  would  foot  the  bill? 
U.S.  corporations,  or  rather,  then- 
stockholders.  The  tab  would  be  $35 
million  a  year.  If  successful,  the 
United  States  could   generate  up   to 
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$30  million,  according  to  Leeds-Dee- 
gan  projections,  for  those  who  pro- 
moted this  ocean-going  tribute  to  mar- 
keting, concessionairing  and,  oh,  yes, 
200  years  of  U.S.  history  (not  to 
mention,  of  course,  the  ultimate  pos- 
sibilities of  selling  the  ship  for  scrap 
or  to  a  foreign  power— permissible  by 
law  after  1977). 

Marketing,  proxy  fighting  and  cor- 
porate representation  is  Deegan's 
forte.  He  could  list  up-front  publicity 
for  forthcoming  events  as  one  of  his 
specialties: 

General  Motors  paid  $51  million 
just  for  two  six-month  sessions  at 
the  New  York  World's  Fair,"  says  the 
man  who  should  know.  And  by  in- 
ference and  projection,  GM  "for  the 
sake  of  talk,  would  be  getting  a  very 
handsome  exhibit  on  the  SS  US  for 
a  couple  of  million  dollars." 

For  that,  GM  would  get  exposure 
at   U.S.    East,    West   and   Gulf   ports, 


plus  dozens  of  foreign  ports-of-call. 
"Jim  Keogh  at  the  U.S.  Information 
Agency  just  loves  the  idea,"  says  the 
affable  Deegan,  whose  corporate  rep- 
resentation, he  says,  includes  Time- 
Life  Inc.  and  Resorts  International. 
David  Rockefeller,  says  Deegan,  was 
"receptive"  to  the  idea. 

The  Maritime  Agency  has  jurisdic- 
tion, because  the  Federal  Government 
paid  more  than  half  the  SS  United 
States'  building  costs,  and  millions 
more  in  annual  subsidies.  The  Leeds 
Deegan  group  is  one  of  two  leading 
contenders  for  the  battle-ready  ship 
berthed  at  Norfolk,  Va.,  says  a  Mari- 
time spokesman,  who  adds  that  the 
agency  is  still  awaiting  "further  finan- 
cial details." 

The  other  contender  wants  to  rent 
her  for  $1  a  year  and  place  her  on 
exhibit  so  tourists  can  look  her  over 
as  part  of  the  Bicentennial. 

ANCHOR$  AWEIGH!  ■ 


Leeds  and  Deegan  of  Leeds  Deegan 


The  Funds 


The  Midas  Touch 

Anticipating  the  bull  market  in  gold- 
mining  shares  has  done  wonders  for 
John  C.  van  Eck,  the  chairman  of  In- 
ternational Investors  fund  (II).  But 
it  is  a  crown  that  rests  uncomfortably 
on  van  Eck's  head,  for  he  is  no  fanat- 
ical  worshipper  of  the  Golden  Calf. 

"We've  got  our  hands  full  with  our 
little  fund,"  he  says,  eyeing  somewhat 
uneasily  the  jumble  of  packing  boxes 
in  his  new  suite  of  Manhattan  offices 
located  in  the  Graybar  Building. 
"Lightning  has  struck.  But  it  won't 
last  forever." 

As  recently  as  1972,  II  was  an  ob- 
scure mutual  fund  with  net  assets  of 
only  $13.9  million.  Then  came  the 
Arab  oil  embargo  and  the  craze  for 
gold,  and  there  was  van  Eck  with 
91%  of  his  portfolio  in  gold-mining 
stocks.  By  last  month,  II  assets  had 
ballooned  to  $129  million.  The  fund 
is  up  26%  for  the  year.  It  leads  the 
Arthur  Lipper  Co.  list  of  mutual  funds 
in  growth  over  the  past  12  months. 
After  all,  this  is  van  Eck's  type  of 
market:  Forbes,  in  its  Aug.  15  Mu- 
tual Fund  Survey,  rated  II  A+  in 
down  markets,  only  D  in  up  markets. 

Lightning  really  didn't  strike  II  un- 
til February,  when  its  number  of 
shareholders  suddenly  rose  from  4,000 
to  15,000.  The  word  had  gotten  out: 
II  was  hot.  Van  Eck,  who  had  worked 
out  of  a  small  office  since  1955,  was 
so  swamped  with  new  business  he 
had  to  suspend  sales  for  two  months 
to  hire  a  new  staff  and  a  Wall  Street 
transfer  agent. 

"It  was  kind  of  nice  to  find  your- 
self finally  operating  in  the  black," 
says  van  Eck,  as  if  he  still  can't  be- 
lieve it. 

Van  Eck,  a  graduate  of  Williams 
and  Harvard  Business  School,  began 


his  career  as  an  investment  banker 
at  Morgan  Stanley,  then  became  a 
partner  at  Steckler  &  Moore,  a  New 
York  Stock  Exchange  firm  that  split  up 
in  the  1950s.  In  1955  he  founded  II 
with  ten  other  men  who  contributed 
a  total  of  $100,000.  At  first,  II  in- 
vested in  foreign  blue  chips.  Inves- 
tors yawned.  "I  found  out  how  un- 
profitable this  business  can  be,"  van 
Eck  says. 

Even  last  year  van  Eck  earned  only 
$40,000  managing  the  fund.  "I  never 
thought  of  myself  as  a  Howard  Stein 
or  Jerry  Tsai,"  he  says.  He'll  do  hugely 
better  this  year.  The  Van  Eck  Man- 
agement Corp.  has  raised  its  fee  for 
running  II  from  one-half  to  three- 
fourths  of  a  percent  of  daily  net  assets. 
That  will  put  its  income  up  into  the 
$l-million  range— ten  times  as  great 
as    in    1972. 

How  Much  Higher? 

In  the  interim,  van  Eck  stayed 
afloat  by  analyzing  foreign  securities 
for  several  Wall  Street  houses  and  the 
Financial  Analysts  Journal.  He 
brought  II  into  gold-mining  stocks 
in  1967,  after  the  Western  nations 
had  dissolved  the  gold  pool  that  had 
managed  to  stabilize  world  gold 
prices  at  $35  an  ounce.  Van  Eck 
kept  a  few  things  like  Daimler-Benz 
and  Sony,  but  bought  heavily  into 
South  African  mining  stocks.  The 
fund  edged  up,  but  Wall  Street  sales- 
men were  after  faster  action. 

Now  the  fund  almost  sells  itself. 
And  what  is  van  Eck  doing,  now 
that  he's  on  top?  He  is  getting  ready 
for  the  bottom  again.  He  figures  gold 
stocks  may  have  a  good  play  for  an- 
other two  or  three  years,  at  the  out- 
side. "The  bull  market  really  began 
in  1970  and  I  see  it  as  a  five-to-six- 
year  run,"  he  says.  "We  came  in  when 


Van  Eck  of  International  Investors 

the  price/ earnings  ratio  of  the  golds 
averaged  about  seven.  They're  now 
about  nine.  Perhaps  they'll  go  to  15." 

Van  Eck  doesn't  think  the  time  has 
yet  come  to  take  profits,  even  though 
gold  stocks  have  idled  down  some 
from  July  highs.  But  he  is  not  in  the 
camp  of  gold  bugs  who  regard  gold  as 
a  cure-all  against  inflation.  He  recalls 
how  gold  itself  became  a  victim  to  in- 
flation after  1935,  when  the  U.S.  Gov- 
ernment fixed  the  price  of  gold,  but 
the  costs  of  mining  it  kept  rising.  "I 
just  don't  make  prophecies  of  gloom 
and  doom  or  that  gold  will  go  to 
$1,000  an  ounce,"  he  says. 

Van  Eck  thinks,  however,  it  may 
go  to  $250  an  ounce.  The  price  was 
recently  $153  an  ounce,  down  from  a 
$180  high  earlier  in  the  year,  but  up 
some  from  a  July  low.  To  tell  where 
gold  is  going  now,  van  Eck  keeps  an 
eye  on  both  inflation  and  interest 
rates.  If  interest  rates  stay  ahead  of 
inflation,  Treasury  bills  and  bonds  will 
remain  more  attractive  than  gold.  If 
they  drop  below  the  rate  of  inflation, 
now  11.8%  in  the  U.S.,  then  gold  is 
for  buying.  And  gold  stocks  will  fol- 
low, van  Eck  believes. 

What  will  happen  to  the  gold  mar- 
ket when  U.S.  citizens  are  free  to 
buy  bullion  next  Jan.  1?  Not  much, 
van  Eck  replies.  Lots  of  nonboozers 
tried  a  few  belts  after  Prohibition  was 
lifted,  but  it  was  the  tried-and-true 
drinkers  who  got  the  market  go- 
ing again. 

What  does  worry  van  Eck  is  the 
5,000  tons  of  gold  bullion  now  locked 
up  in  Swiss  banks  for  big-time  spi 
ulators  and  other  European  Investa 
This  gold  overhang,  not  industrial 
demand,  is  what  keeps  the  market 
fired  up.  For  usage  of  gold  in  jewel  i\ 
is  decreasing  while  world  production 
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Only  one 
person  can  judge 

if  you  should 
read  FORTUNE.  \ta. 


If  you're  in  a  top  management  position,  you're  already  a 
Fortune  reader.  That  goes  without  saying.  But  if  you're  in 
middle  management,  there's  a  chance 
you  don't  read  Fortune  every  month. 
Should  you?  Only  you  know  the  kind  of 
input,  information  and  insights  you  need. 
Only  you  know  your  real  potential,  your 
ambitions,  the  range  of  your  interests. 

Are  you  headed  for  the  top— or 
should  you  be?  Then  clearly,  Fortune  is 
basic  for  you.  It's  the  one  magazine  that's 
essential  to  long-range  decision  making. 

Because  the  future  is  really  what 
Fortune  is  all  about.  Its  main  job  is  help- 
ing those  who  have  to  make  the  heavy 
decisions  see  around  the  next  corner. . . 
and  the  next. . .  and  the  next  after  that.  In 
technology,  foreign  trade,  the  economy, 
the  money  market,  labor  relations,  con- 


sumerism, government  controls,  raw  materials,  management 
techniques. . .  in  everything  that  affects  business. 

Are  you  broad-gauge. . .a  generalist 
...eternally  interested  in  new  ideas,  new 
opportunities,  new  ways  to  solve  old 
problems?  That's  the  kind  of  mind  For- 
tune is  written  for,  as  you'll  see  from  a 
glance  at  the  range  of  articles  in  recent 
issues. 

If  you  fit  the  description  and  you're 
not  reading  Fortune,  you're  short- 
changing yourself.  Because  for  the  right 
kind  of  person,  Fortune  has  got  to  be 
the  world's  best-paying  investment. 

You  can  try  21  issues  for  only  $14.75 
—or  about  70C  a  month.  Just  mail  the 
attached  card.  Or  call  toll-free  800-621- 
8200  (in  Illinois,  800-972-8302).  See 
what  Fortune  can  do  for  you. 


Shouldn't  you  have  read  these  recent  FORTUNE  stories? 


The  Auto  Industry:  What  Lies  Ahead  Down  Small 

Car  Lane? 

Lasers  Blast  a  Shortcut  to  the  Ultimate  Energy  Solution. 

Invest  in  the  Art  Market?  Soybeans  Might  Be  Safer. 

Singapore,  The  Country  Run  Like  a  Corporation. 

Why  Business  Ran  Out  of  Capacity. 

Fun  Makes  Money  for  Warner  Communications. 

Japan  is  Opening  Up  for  "Gaijin"  Who  Know  How. 

Betting  $20  Billion  in  the  Tanker  Game. 

Papermakers  Have  a  Surprise  for  Their  Customers: 
the  Shortage  Will  Get  Worse. 

The  Science  of  Telling  Executives  How  They're  Doing. 
Dow  Picks  Up  the  Pieces  in  Chile. 


The  Far-reaching  Consequences  of  High-priced  Oil. 

How  the  Customers  Thrust  Unexpected  Prosperity 
on  the  Bicycle  Industry. 

P  &  G's  Secret  Ingredient. 

It's  Back  to  the  Pits  for  Coal's  New  Future. 

Industry  is  Finding  More  Jobs  for  Microbes. 

Ominous  Changes  in  the  World's  Weather. 

We  Can't  Take  Food  for  Granted  Anymore. 

Aramco  is  a  Lesson  in  the  Management  of  Crisis. 

Our  Vast  Hidden  Oil  Resources. 

Suddenly  It's  Mariana  in  Latin  America. 

The  Scramble  for  Scrap. 

The  Wacky  Economics  of  the  WFL. 


The  Funds 


is  slowing  down,  too.  Seeing  the  top 
ahead,  the  speculators  could  unload 
quickly.  Or  else  gold-buying  will  be- 
come really  respectable  and  the  in- 
stitutions will  come  in. 

In  any  case,  mutual  funds  won't 
be  buying  bullion  since  the  capital 
gains  tax  would  offset  any  advantage. 
They  might  move  heavily  into  gold- 
mining  stocks,  van  Eck  avers,  al- 
though he'd  be  surprised  if  that 
amounts  to  more  than  1%  of  fund  as- 
sets. Having  been  the  route,  like 
some  bored  Goldfinger  he  recites  the 
time-honored  litany  of  such  an  in- 
vestment approach: 

"Everyone  will  say,  'Golds,  oh  yes. 
First  let's  buy  Homestake,  No.  One 
U.S.  gold  mine,  and  then  Sunshine, 
the  U.S.  silver  producer.  Then  a  lit- 
tle ASA  Ltd.,  which  buys  other  gold- 
mining  stocks,  then  a  few  Canadians, 
starting  with  Campbell  Red  Lake,  we 
know  them,  and  then  finally  the 
South  Africans,  even  with  their  po- 
litical problems,  the  Randfonteins,  the 
Doonfonteins,  the  Durban  Roode- 
poort  Deeps.'  " 


It's  not  that  van  Eck  is  bored  by 
South  African  mining  stocks.  No,  like 
an  entomologist  close  to  his  bugs,  he 
knows  they  can  be  perverse: 

•  That  earnings  must  be  adjusted 
downward  20%  or  so  because  there 
is  no  tax  allowance  for  depletion  in 
South  Africa. 

•  That  as  gold  prices  rise,  the 
mines  turn  to  mining  lower  grade  ore, 
which  means  fewer  ounces  of  gold 
per  ton  of  ore. 

•  That  the  gold  is  actually  sold 
to  the  South  African  government, 
which  may  someday  unload  its  in- 
ventory backlog. 

•  That  Portugal's  troubles  with  the 
colony  of  Mozambique,  which  van 
Eck  recently  visited,  could  drive  mine 
labor  costs  up  if  a  Communist  gov- 
ernment comes  to  power  and  blocks 
miners  from  traveling  to  South  Africa 
where  they  work  at  low  wages. 

To  play  off  these  variables,  van 
Eck  has  "diversified"  his  portfolio 
among  gold-mine  holding  companies 
(18%),  mines  with  short  lives  (up 
to  ten  years),  medium-life  mines  (ten 


to  20  years),  and  long-lifers  (over 
20).  If,  as  some  gold  bugs  predict, 
the  Treasury  is  forced  to  make  the 
dollar  convertible  again  into  gold, 
and  at  $200  an  ounce,  the  short-life 
mine  stocks  would  go  sky-high.  But 
van  Eck  has  been  reducing  or  re- 
c  classifying  these  holdings.  The  big- 
gest portion  of  the  portfolio  (33%) 
is  now  in  medium-life  mines. 

The  medium-life  mines  will  bene- 
fit the  most,  he  figures,  if  gold  goes 
up  for  another  year  and  then  levels 
off.  Their  earnings  patterns  should  be 
most  consistent.  And  they  should  be 
the  easiest  to  sell  off  if  the  top  of 
the  market  has,  in  fact,  arrived. 

"You  see,  this  is  a  very  short-lived 
thing,"  says  van  Eck.  "When  the  gold 
boom  is  over,  most  of  our  sharehold- 
ers will  want  to  redeem  their  shares. 
Of  course,  I  hope  they  stay  with  us." 

What  will  International  Investors 
turn  to  then?  "Probably  go  back  to 
foreign  industrials,  investments  in  Ja- 
pan. But  I  doubt  that  will  be  very 
salable,"  says  van  Eck,  looking  rather 
happy  about  the  prospect.  ■ 


Introducing 
Scudder  Managed  Reserves. 

We  want  your  money  to 
work  harder  for  you. 

Scudder  Managed  Reserves  specializes  in  keeping  your  money  at  work  in 
short  term  securities  for  high  current  income  with  low  risk. 

•  no  charge  to  purchase  shares  •  dividends  declared  daily 

•  no  charge  to  withdraw  your  money        •  $1 ,000  minimum  initial  investment 
For  more  information,  write  or  call  collect  for  a  free  prospectus.  (61 7)  482-3990 


SCUDDER 

Mail  tO:  SCUDDER. STEVENS 8. CLARK  INVESTMENT  COUNSEL 

Scudder  Fund  Distributors,  Inc.  Dept.  #55, 10  Post  Office  Square,  Boston,  MA  02109 
Please  send  me  information  about  Scudder  Managed  Reserves. 
Name 


Address 
City 


State. 


Zip 


Occupation. 


Title. 
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Can  Southern  Railway 

schedule  media  as  well  as 

they  schedule  freight? 


s  this  any  way  to  run  a  rail- 
oad? 

That's  a  question  you  hear 

lot  at  Southern  Railway. . . 
t  comes  from  an  innovative 
pirit  that's  not  afraid  of 
hange. 

Southern  is  constantly 
Doking  for  better  ways  to 
un  their  railroad.  That's  why 
hey're  such  experts  at  keep- 
ng  waste  out  of  freight 
chedules. 

For  instance,  before  they 
ntroduce  a  new  freight 
chedule  they  preview  it  with 
computerized  "crystal  ball" 
o  make  sure  it  clicks  right, 
rheir  boxcar  pools  have  cut 
osts  almost  in  half  for  some 
hippers.  And  last  year  alone 
hey  invested  $162.5  million 
>n  things  like  a  computerized 
ail  yard.  They  even  found  a 
vay  to  ship  by  rail  to  Hawaii! 

But  is  Southern  just  as  in- 
lovative  when  it  comes  to 
idvertising?  Do  they  know 
low  to  keep  waste  out  of 
nedia  schedules? 

Well,  when  you  get  down 
o  it,  advertising  and  rail- 
oading  have  a  lot  in  com- 
non.  Both  offer  dozens  of 
vays  to  reach  a  market.  And 


Hf    '  -  ■ 


Southern  has  proven  they 
know  how  to  pick  the  most 
direct,  the  most  economical 
routes... in  both. 

Southern  knows  they're  on 
the  righKrack  with  our  busi- 
ness publications.  That  their 
advertising  is  reaching  the 
entire  business  community... 
rather  than  just  a  few  sec- 
tions of  it. 

And  they've  backed  this 
conviction,  over  the  past  ten 
years,  by  concentrating 
many  of  their  advertising 
dollars  in  our  four  publi- 
cations. 

Yet  there's  no  telling  how 
often  Southern's  advertising 
has  switched  a  shipper's 
mode  of  transportation  to 


rail.  Or,  how  often  it  has  per- 
suaded a  company  to  locate 
its  new  factory  along  South- 
ern's dependable  route. 

Still,  if  success  is  any 
barometer,  there  can  be  no 
doubt  that  word  of  South- 
ern's innovative  spirit  is 
chugging  its  way  to  market. 

How  about  you?  Are  you 
still  looking  for  the  right 
route  to  market,  but  perhaps 
believe  the  relationship  be- 
tween business  success  and 
business  advertising  is  just... 
coincidence? 

Then  why  not  look  at  it 
the  way  Southern  does?  Our 
business  publications  can  be 
your  streamlined  express  to 
millions  of  decision  makers 
and  brand  deciders . . .  and 
you'll  be  riding  in  first  class 
all  the  way. 
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Four  great 
business  locations. 


Value  Line  looks  at 


"BIG  BOARD"  STOCKS 
AT  P/E's  UNDER  3 

.  .with  RECORD  EARNINGS  forecast  in  1974 


In  today's  deeply  depressed  stock  market,  scores  of  stocks 
are  selling  at  earnings  multiples  which  would  have  been  hard  to 
believe  a  few  years  ago. 

But  many  of  these  "low"  P/E  stocks  have  weak  earnings, 
or  are  relatively  obscure,  and  therefore  offer  little  attraction  to 
serious  investors  who  now  want  to  line  up  their  "re-entry"  stra- 
tegy for  a  major  bull  market. 

However,  The  Value  Line  Investment  Survey  also  reveals  a 
number  of  well-known  issues,  listed  on  the  New  York  Stock  Ex- 
change, which  are  selling  way  below  their  P/E  "norms"  yet, 
according  to  our  estimates,  have  record-high  earnings  in  sight 
for  1974.  Here  is  just  a  sampling: 


Ampco-Pittsburgh  Corp. 
Clark  Oil 

Continental  Copper 
Colt  Industries 
Cyclops  Corp. 


Leesona  Corp. 
Occidental  Petroleum 
Reynolds  Metals 
Tesoro  Petroleum 
Wheeling-Pittsburgh  Steel 


Each  of  these  stocks  is  selling  at  less  than  3  times  its  esti- 
mated 1974  earnings.  The  average  price  of  these  stocks  works 
out  to  about  $16,  against  average  1974  estimated  earnings  of 
nearly  $6.50  per  share  — for  an  average  P/E  of  2.5  (Value  Line 
Survey  8/2/74). 

Each  of  these  stocks,  according  to  Value  Line  estimates,  is 
expected  to  achieve  all-time  record  earnings  in  1974.  On  aver- 
age, we  expect  this  year's  per  share  earnings  to  be  some  85% 
higher  than  in  the  best  previous  earnings  year  of  each  of  the 
stocks. 

Each  of  these  companies  has  sizeable  sales.  The  1973  sales 
of  the  smallest  exceeded  $90  million.  The  average  sales  of  all  ten 
last  year  were  well  over  half  a  billion  dollars. 

IMPORTANT  WARNING 

Investors  who  believe  that  major  market  recovery  is  not  far 
off,  and  are  eager  not  to  miss  out  on  unusual  "bargains,"  may  be 
tempted  to  rush  into  stocks  like  these  without  further  examina- 
tion. We  urge  you  not  to  do  so.  The  list  above  is  presented  NOT 
as  a  suggested  course  of  investment  action  but  rather  to  illus- 
trate the  unusual  condition  of  the  market. 

You  need  a  lot  more  than  isolated  bits  of  information,  intrig- 
uing as  such  evidence  may  appear.  Indeed,  we  believe  you  should 
not  seriously  consider  any  stock  (including  those  above)  until  you 
have  checked  the  latest  weekly  Value  Line  Survey  as  to  the  stock's 
current .  .  . 

(a)  Rank  for  relative  Probable  Market  Performance  in  the  next 
12  months— The  ranks  range  from  1  (Highest)  to  5  (Lowest); 
relative  to  more  than  1500  other  stocks  under  continuing  re- 
view. (While  not  every  stock  will  always  act  in  accordance 
with  its  Value  Line  Performance  rating,  such  a  large  majority 
have  in  the  past  for  reasons  that  are  logical  that  we  believe 
you  can  weigh  the  odds  heavily  in  your  favor  by  taking  these 
ratings  into  account  before  reaching  your  decision). 

b)  Rank  for  relative  investment  Safety  (1  down  to  5); 

c)  Estimated  Yield  in  the  next  12  months; 

d)  Estimated  Appreciation  Potentiality  in  the  next  3  to  5  years. 

UPDATED  EVERY  WEEK 

Every  week,  the  Value  Line  Survey  updates  these  key  ranks 
and  estimates  — for  EACH  of  more  than  1500  stocks  under  con- 
tinuous review— and  presents,  for  each,  its  latest  P/E,  earnings 
and  dividend  data. 

In  addition,  each  of  the  more  than  1500  stocks  is  the  subject 
of  a  comprehensive  new  full-page  report  at  least  once  every  three 
months— including  23  series  of  vital  financial  and  operating  sta- 
tistics going  back  10  years  and  estimated  3  to  5  years  in  the 
future. 

Whatever  it  is  you  are  looking  for  in  stocks,  Value  Line  gives 
you  more  data  and  measurements  with  which  to  make  informed 
judgments— on  each  of  more  than  1500  stocks  -  than  -  any 
other  investment  source  we  know  of.  And  it's  organized  for  quick 
and  easy  reference.  (With  the  latest  weekly  Value  Line  Survey, 


for  instance,  it  would  take  you  just  minutes  to  check  which  stocks 
have  current  P/E's  below  2  or  3  or  4  or  5.) 

GET  READY  NOW 

Today's  market,  in  our  judgment,  is  more  deeply  undervalued 
than  at  any  time  since  1949.  The  unweighted  Value  Line  Com- 
posite Average  of  more  than  1500  stocks  recently  was  more  than 
40%  below  its  1961  starting  point. 

Once  a  major  market  rise  does  get  under  way,  it  is  likely  to 
move  with  considerable  speed  in  its  earliest  stage.  Now,  we  be- 
lieve, is  the  time  fo  ger  ready,  with  deliberation,  so  that  you  won't 
have  to  rush  in  indiscriminately  later  on.  No  one  really  knows 
where  the  precise  bottom  will  be  or  when.  But  we  are  sure  that 
barring  war  or  revolution,  stocks  cannot  be  far  from  rock  bottom 
now.  To  help  you  prepare  for  maximum  advantage,  we  invite  you 
to  accept  the  following  special  offer: 

SPECIAL  $29  OFFER 

You  can  now  receive  complete  Value  Line  Investment  Survey 
for  the  next  13  weeks  for  only  $29.  Your  introductory  trial  will 
bring  you  everything  that  goes  to  the  full-term  subscribers,  in- 
cluding .  .  . 

EVERY  WEEK  a  new  SUMMARY  of  ADVICES  (24  pages)  .  .  .  show- 
ing the  current  relative  ratings  of  more  than  1500  stocks  for 
Performance  and  Safety— together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS  section  (144  pages) 

. . .  with  full-page  analyses  of  about  120  stocks.  During  the  course 
of  every  13  weeks,  new  full-page  reports  like  this  are  issued  on 
every  one  of  the  more  than  1500  stocks  under  regular  review. 

EVERY  WEEK  a  new  SELECTION  &  OPINION  section  (4  pages)  .  .  . 

with  a  detailed  analysis  of  an  Especially  Recommended  Stock  — 
plus  a  wealth  of  investment  background  including  the  Value  Line 
Composite  Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  .  .  .  Value  Line's  complete  1800-page  Inves- 
tors Reference  Service  (sold  separately  for  $35),  with  our  latest 
full-page  reports  on  all  stocks  under  review  — fully  indexed  for 
your  immediate  reference.  This  two-volume  bonus  will  be  shipped 
to  you  by  special  handling. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  in  accepting  this  special  offer.  If  you  are 
not  completely  satisfied  with  the  Value  Line  Survey,  just  return 
the  material  you  have  received  within  30  days  for  a  full  refund 
of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and  mail  the  coupon 
today.  Time  is  important. 

The  Value  Line        ^gy 


j  Investment  Survey 
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ARNOLD  BERNHARD  &  CO., INC 

5  EAST44TH  ST., NEW  YORK,  NY  10017 


J-16K15 


D  Begin  my  13  week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the  special 
money  saving  rate  of  just  $29  As  a  bonus  at  no  extra  cost.  I  will  also  receive  The  Inves- 
tors Reference  Service  I  have  enclosed  my  $29  check  or  money  order 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  household 

D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $224 


□  Payment  enclosed. 
D  Bill  me  for  $224 

SIGNATURE 


If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30 
days  and  my  money  will  be  refunded 

N  V  residents  please  add  applicable  sales  l.i«  Foreign  rales  available  on  request 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Some  Specific  Stocks 


Durinc  a  period  of  extreme  unpleas- 
antness, such  as  the  one  that  has 
prevailed  for  months,  there  has  been 
little  point  in  saying  much  about  in- 
dividual stocks.  Price  changes  have 
often  had  no  connection  whatever 
with  real  investment  values,  and  it 
is  difficult  to  be  assertive  about  the 
future  when  there  is  so  much  uncer- 
tainty about  the  months  ahead.  There 
has  been  a  return  to  sanity  about  the 
price  of  glamour,  and  that  has  had 
an  influence  on  nonglamour  issues. 
We  are  in  a  corrective  and  changing 
phase  of  the  economy.  For  the  stock 
market,  this  has  been  demoralizing; 
for  common-stock  investors,  it  has 
been  disastrous.  Except  for  those  who 
have  concentrated  in  gold  shares, 
capital  has  seemed  to  evaporate.  With 
interest  rates  rising,  bonds  have  done 
almost  as  badly  as  stocks. 

There's  always  a  tendency  to  try 
to  judge  the  future  by  the  not-too- 
distant  past.   That's  the  wrong  thing 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson   &   McKinnon  Auchincloss  Kohlmeyer    Inc. 


By  L.  O.  Hooper 

to  do  in  this  instance.  Whether  we 
like  it  or  not,  investing  for  the  next 
few  years  is  a  new  ball  game.  Recent 
yardsticks  are  obsolete.  Debt  has  be- 
come a  source  of  trouble  rather  than 
a  boon.  The  whole  growth  ethic  is  on 
the  defensive.  The  Gallup  poll  recent- 
ly indicated  that  more  people  are 
afraid  of  depression  (not  just  reces- 
sion) than  anticipate  better  times. 
Some  people,  a  minority,  think  that 
pessimism  is  as  badly  overdone  as 
optimism  was  a  few  years  ago. 

Any  economist,  analyst  or  columnist 
who  kids  himself  and  his  readers  into 
thinking  he  knows  just  what  will  hap- 
pen over  the  next  two  or  three  years 
is  either  incompetent  or  a  charlatan. 
We  have  never  had  a  situation  like 
this:  worldwide  inflation,  excessive 
debts  and  welfare  states.  The  people 
of  the  world  have  never  lived  so  close- 
ly together  nor  have  they  ever  been 
so  aware  of  what  the  state  can  do  to 
control  their  weal  and  woe.  No  doubt 
some  new  things  will  be  tried.  We 
don't   know    what    these    new    things 


are,   what   they   will   do,   or   whether 
they  will  work. 

It  is  my  view  that  it  is  not  pos- 
sible, at  this  juncture,  to  look  far 
ahead,  or  to  make  long-term  invest- 
ments with  any  assurance.  It  is  neces- 
sary for  investors,  as  well  as  for  pun- 
dits like  myself,  to  improvise  and  keep 
options  open.  Subject  to  change,  here 
are  a  few  guidelines  for  those  inter- 
ested in  the  stock  market.  Some  of 
them  are  almost  too  obvious  to  state, 
and  others  are  too  obscure  for  most  of 
us  to  understand. 

•  In  the  past  two  years,  fundamen- 
tal values  have  changed  greatly,  but 
not  nearly  as  much  as  prices  for 
stocks.  With  the  DJI  at  700  many 
stocks  represent  about  the  same  as- 
sets and  businesses  they  represented 
with  the  Dow  at  1000.  That  should 
be  a  comfort  to  those  who  have  seen 
their  paper  worth  decline. 

•  In  many  cases  currently  report- 
ed earnings  don't  mean  much.  Prof- 
its this  year  have  probably  been  stim- 
ulated by  nonrecurrent  prosperity  as 
well  as  swelled  by  passing  inventory 
gains,  inadequate  depreciation  and  re- 
lief from  price  controls.  Some  profits 
due  to  scarcities  are  also  deceptive. 
Abundance  may  more  quickly  replace 
scarcity  than  now  seems  possible. 

•  There  is  a  definite  connection  be- 
tween high  interest  rates  and  lower 
price/ earnings  ratios.  While  there  is 
little  doubt  that  short-term  interest 
rates  will  ease  considerably,  this  is 
an    era    of   capital    shortage,    inflation 
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Money 
Grows 
Faster 
in  Mexico 

Contact  us  for  information 
on  secure  Mexican 
investment  opportunities. 
Supervised  accounts  offer 
exceptional  possibilities 
for  high  monthly  income,  capital 
growth  or  gold  coin  appreciation, 
all  with  bank  deposit  security. 
For  our  brochure  please  write, 
E.F.  Latham.  Mexletter 
Investment  Counsel, 
Hamburgo  159, 
Mexico  6,  D.  F.,  Mexico. 

mexletter 


for  executives  and  professional  people  ^ 

LOANS  by  MAIL 

oS^o"- $10,000 

Personal,  private.  No  security  required.  Your 
signature  only.  All  details  arranged  rapidly  by 
mail.  Reasonable  rates.  Please  mail  coupon  for 
full  information.  No  obligation. 


C.  E.  Wilson,  Vice  President 

POSTAL  THRIFT  LOANS,  INC.,  Dept.150-09 
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and    high    risks.    Long-term    interest 
rates  will  remain  high  for  a  long  time. 

•  In  selecting  common  stocks  to 
buy  or  own,  the  shares  of  companies 
which  have  no  debt  or  a  small  debt 
are  much  safer  and  more  desirable 
than  the  highly  leveraged  shares  of 
companies  where  the  balance  sheet 
suggests  lack  of  liquidity.  Study  the 
balance  sheet  even  more  than  the  in- 
come account. 

•  While  some  of  the  glamour  stocks  < 
can  have  fast  technical  snapback  re- 
coveries from  their  recent  pounding, 
the  exploded  glamour  philosophy  is 
as  dead  as  the  bull  markets  of  the 
late  Sixties.  It  has  ruined  the  solvency 
of  many  big  pension  and  other  funds, 
and  those  who  own  the  glamours 
have  millions  of  shares  to  sell  on  all 
recoveries.  Most  of  these  glamours  are 
slated  to  become  conventional  equi- 
ties and  to  be  available  at  average 
(or  less)  P/E  ratios  to  afford  decent 
dividend  yields. 

•  Expect  many  surprises  in  the  af- 
fairs of  specific  corporations,  based 
mostly  on  troubles  with  debt,  inven- 
tories and  receivables.  Many  financial 
institutions  have  loaned  too  much 
money,  some  of  it  unwisely.  From  time 
to  time,  the  anti-inflation  measures, 
threatened  or  adopted,  seem  sure  to 
influence  the  investment  acceptability 
of  specific  issues  and  specific  groups. 

And  we  might  go  on,  citing  other 
things  equally  self-evident,  and  try- 
ing to  guess  about  new  things  not 
even  thought  of.  The  more  pleasant 
(in  the  sense  of  being  the  only  bar- 
gain around)  fact  remains  that  all  this 
year  stocks  have  been  going  down 
while  everything  else  (except  bonds) 
has  been  going  up.  There  are  values 
in  the  stock  market  which  simply  did 
not  exist  a  year  ago,  six  months  ago, 
or  even  last  month. 

Stocks  Of  Value 

When  I  started  to  compose  this  col- 
umn, I  intended  to  write  mostly  about 
individual  stocks;  but  I  seem  to  have 
gotten  lost  in  my  generalizations. 
Those  new  highs  in  Boeing  (20X) 
and  Crane  (34)  come  from  special 
causes.  Boeing  is  rapidly  reducing  its 
debt  while  earning  $3.50  a  share  or 
so,  and  Crane  seems  likely  to  earn 
over  $8  this  year,  fully  diluted.  Briggs 
&  Stratton  (39)  recently  published 
earnings  of  $3.58  a  share  for  the  year 
ended  in  June  and  shows  a  balance 
sheet  free  from  debt,  with  surplus 
cash  to  loan  at  high  interest  rates. 
Eastmet  (12)  may  earn  $6  a  share 
this  year,  but  no  one  seems  to  care 
about  a  P/E  ratio  under  3. 

International  Minerals  (40),  the 
General  Motors  of  fertilizer,  now  ex- 
pects to  earn  $8  a  share  or  more  in 
the  year  ending  June  30,  1975;  the 


world  badly  needs  food,  and  fertilizer 
is  the  great  food  producer.  Reynolds 
Industries  (44)  at  long  last  is  doing 
very  well  in  its  containerized  ship- 
ping and  oil  operations,  and  expects 
better  tobacco  earnings  in  the  second 
half.  First-half  earnings  were  $3.41 
a  share  and  better  than  $6  seems  in 
sight  for  the  year.  This  is  a  quality 
stock,  and  the  company  has  a  well- 
known  growth  record. 

It  seems  to  me  that  Kerr-McGee 
(50)  is  a  stock  that  has  almost  every- 
thing in  natural  resources,  and  it  is 
down  from  a  high  of  92&  this  year. 
Some  say  this  is  because  the  compa- 
ny's nuclear  material  potential  is  be- 
ing delayed  by  the  shortage  of  new 
utility  money.  It  seems  to  me  that 
this  underrates  the  company's  Gulf 
offshore  petroleum  developments,  its 
oil  and  gas  production,  its  contract 
drilling  position,  a  strategic  position 
in  fertilizer  and  soda  ash,  the  com- 
pany's lumber  and  coal,  and  the  mer- 
its of  a  management  carrying  on  a 
great  family  tradition.  The  values  here 
are  more  durable  than  those  in  most 
deflated  glamour  stocks,  or  in  many 
stocks  now  reporting  big  earnings  that 
are  unlikely  to  last. 

Investment  confidence  in  the  elec- 
tric utilities  has  been  shattered  by 
the  Consolidated  Edison  incident,  by 
huge  increases  in  fuel  costs,  and  by 
the  almost  prohibitive  cost  of  bor- 
rowed money  on  which  the  industry 
is  so  dependent.  Admittedly  these 
stocks  no  longer  qualify  as  the  safest 
of  all  equities,  and  for  the  first  time 
in  its  long  life  the  industry  is  faced 
with  little  or  no  growth,  as  well  as 
with  continuing  problems.  But  those 
who  want  a  generous  income  in  either 
stocks  or  bonds  have  it  available  in 
electric  utilities.  Bonds  with  an  Aa 
rating  have  lately  been  offering  a  re- 
turn of  10%  or  more;  some  A-rated 
bonds  have  sold  to  yield  12.5%;  and 
some  BAA  bonds  14%  or  more.  Yields 
of  10%  to  15%  (and  even  more)  on 
utility  stocks  are  common. 

The  supply  of  new  bonds  and  new 
stocks  from  utilities  is  large,  so  you 
don't  buy  these  things  for  short-- 
term  appreciation,  but  the  higher  re- 
turns go  a  long  way  to  reflect  the 
higher  risks.  There  may  be  some  divi- 
dend cuts  here  and  there,  but  the 
business  of  supplying  heat,  light  and 
power  is  not  going  down  the  drain. 
Rate  increases  to  compensate  for  high- 
er costs  are  inevitable,  although  some- 
times too  long  delayed.  The  industry, 
of  course,  will  not  expand  as  fast 
with  money  so  scarce  and  expensive. 
That  explains  why  the  shares  of  tin- 
power  equipment  makers  such  as  Gen- 
eral Electric,  Westinghouse,  Combus- 
tion Engineering  and  Babcock  &  Wil- 
cox have  been  so  disappointing.  ■ 
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Stock  Comments 


It's  Hurting  Badly 

By  Heinz  H.  Biel 


With  the  Dow  now  approaching  the 
low  of  May  1970  (631.16),  which  in 
turn  was  the  lowest  point  since 
1962(!),  this  present  bear  market  is 
hurting,  and  hurting  badly.  All  in- 
vestors, of  course,  can  figure  out  very 
quickly  how  much  their  capital  has 
shrunk  since  the  great  slide  began  in 
early  1973.  But  what  we  do  not  know 
is  how  much  money  corporations  have 
lost  in  their  pension  funds,  which 
were  partly,  and  in  some  cases  largely, 
invested  in  common  stocks. 

Pension  liabilities  are  real  liabilities, 
even  if  they  don't  show  up  in  the 
balance  sheet.  They  are  buried  among 
the  footnotes,  and  although  these 
notes  are  integral  to  the  statement, 
they  are  not  easy  to  understand. 

Required  pension  plan  contribu- 
tions have  grown  enormously  over  the 
years  and  are  taking  an  ever-greater 
percentage  of  pretax  profits.  Under 
the  circumstances,  it  was  only  natural 
that  many  corporations  hoped  to  re- 
duce this  burden  by  making  capital 
gains  on  stocks,  in  which  an  increas- 
ing portion  of  pension  fund  money 
was  being  invested.  This  worked  fine 
for  a  while,  but  then  the  roof  caved 
in.  Everyone  is  familiar  by  now  with 
the  splendid  list  of  superblue  chips 
which  had  been  the  favorite  invest- 
ment vehicles  of  many  banks  for  their 
pension  fund  accounts.  What  has  hap- 
pened to  these  upper-tier,  one-decision 
stocks  in  recent  months  has  been 
pretty  awful.  Most  of  them  are  down 
about  50%.  Avon  and  Polaroid,  two 
prominent  pension  fund  stocks,  fell 
more  than  80%,  and  Disney  over  70%. 

Such  losses  will  have  to  be  made 
up  by  increased  corporate  contribu- 
tions, and*,  for  those  companies  with 
very  large  unfunded  pension  liabili- 
ties, this  can  be  a  rather  serious  mat- 
ter. In  some  cases,  Uniroyal  and 
Western  Union,  for  instance,  the 
amounts  owed  to  the  pension  fund 
actually  exceed  the  total  market  value 
of  their  common  stock  capitalization. 
As  I  have  said  many  times  in  this  col- 
umn, it  has  become  imperative  to 
read  the  footnotes  and  to  look  for 
the  liabilities  that  are  not  on  the 
balance  sheet. 

In  a  couple  of  weeks  we  will  have 
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a  summit  conference  on  economic 
problems.  I  wish  I  could  look  for- 
ward to  its  outcome  with  confidence 
rather  than  skepticism,  and  I  also 
wonder  why  the  long  delay.  When 
the  patient  is  as  sick  as  this  one  is, 
one  doesn't  wait  weeks  before  calling 
the  doctor  and  consultants. 

Perhaps  it  is  a  political  necessity  to 
hold  such  a  meeting,  but  knowing 
how  difficult  it  is  to  have  even  two 
economists  agree  on  policies,  one  can 
imagine  how  impossible  it  will  be  to 
get  the  conflicting  interests  of  manu- 
facturers, farmers,  labor,  bankers, 
consumers,  home  builders,  Democrats 
and  Republicans  under  one  hat.  Fur- 
thermore, we  have  to  realize  that  we 
are  not  alone  in  this  world.  This  is 
no  time  for  selfish,  nationalistic  eco- 
nomic policies  of  the  kind  President 
Nixon  imposed  in  August  1971. 

For  all  too  long  we  have  been  living 
far  too  high  on  the  hog.  We  created 
buying  power  faster  than  we  in- 
creased production.  Everyone  was, 
and  still  is,  trying  to  take  more  out  of 
the  economy  than  he  puts  in,  and, 
while  it  is  a  wonderful  dream  that  we 
all  are  entided  to  a  standard  of  living 
that  includes  30-year  mortgages,  40- 
month  car  loans,  a  vacation  home, 
a  color  TV  for  every  member  of  the 
family,  etc.,  this  just  can't  be  done 
without  disastrous  consequences. 

There  is  only  one  way  to  lick  in- 
flation: belt  tightening  until  it  hurts, 
and  that  goes  for  individuals,  business 
and  certainly  for  the  public  purse  at 
all  levels.  We  will  have  to  go  through 
an  extended  period  where  there  must 
be  a  much  closer  relationship  between 
swings  and  borrowings.  The  days  of 
easy  and  virtually  unlimited  credit 
are  over  unless  we  want  to  wreck  our 
currency  completely.  I  hope  we  will 
have  the  fortitude  to  swallow  the  bit- 
ter pill  rather  than  suffer  lingering 
death  through  inflation.  Do  we  have 
the  leadership  to  pull  the  country  to- 
gether, do  what  has  to  be  done? 

There  are  periods  in  Wall  Street 
when  the  heading  of  this  column, 
"Stock  Comments,"  seems  strangely 
inappropriate.  The  usual  purpose  of 
an  analyst's  job  is  to  pick  out  whole 
industries  or  individual  companies 
that  might  give  an  above-average  per- 
formance  in   the   weeks,   months   or 


years  ahead.  Even  though  a  lot  of 
effort  goes  into  these  studies,  no  one 
can  foresee  the  future  with  such 
clairvoyance  that  errors  and  miscal- 
culations can  be  avoided.  Just  think  of 
the  optimistic  projections  for  Polar- 
oid's SX-70  camera. 

Lately,  however,  even  the  most  ac- 
curate forecasts  have  come  to  nought, 
because  in  its  present  mood  the  stock 
market  doesn't  give  a  damn  whether 
earnings  are  good  and  solid;  whether 
the  dividend  is  being  increased  again 
and  again;  or  how  gold-plated  the 
balance  sheet  is.  There  is  no  point 
talking  to  management.  They  are  as 
frustrated  as  we  are.  They  think  the 
investment  community  is  either  blind 
or  out  of  its  mind;  that  its  members 
can't  recognize  the  great  values  now 
available  in  innumerable  stocks.  But 
in  a  market  that  is  dominated  by  fear 
psychology,  as  is  presently  the  case, 
such  facts  are  being  ignored.  Fight- 
ing a  strong  adverse  current  can  be 
very  cosdy,  and  the  main  trouble,  as 
far  as  the  individual  investor  is  con- 
cerned, is  that  usually  he  runs  out  of 
money  too  soon. 

Current  Performers 

There  are,  of  course,  a  few  groups 
in  any  type  of  market  that  attract  at- 
tention and  which  act  relatively  well. 
The  fertilizer  industry  is  one  example. 
It  is  widely  believed  that  the  world 
demand  is  huge  and  that  shortages 
will  persist  for  years  to  come.  That 
may  well  be  the  case,  but  similar 
thinking  prevailed  in  1966— and  then 
the  bottom  dropped  out  of  the  fer- 
tilizer market.  Nevertheless,  stocks 
like  International  Minerals  and  First 
Mississippi  are  coining  the  money, 
while  other  companies  with  impor- 
tant fertilizer  divisions  (Esmark,  Mon- 
santo, The  Williams  Cos.,  etc.)  are 
benefiting  materially.  By  comparison 
with  the  rest  of  the  market  these 
stocks  have  done  fairly  well. 

The  same  goes  for  the  handful  of 
sugar  companies.  Pricewise  sugar  has 
done  better  than  gold  and  silver  dur- 
ing the  past  year.  Whether  present 
incredibly  high  sugar  prices  will  cur- 
tail demand  remains  to  be  seen.  How 
many  kids  can  afford  candy  and  soft 
drinks  at  present  prices?  Yet  the  near- 
term  outlook  for  companies  like  Am- 
star  or  Holly  Sugar  remains  excellent. 

I  really  don't  know  whether  gold 
and  silver  stocks  should  be  viewed 
as  investment  securities,  or  whether 
these  stocks  are  being  bought  for 
emotional  reasons  or  as  presumed  in- 
flation hedges.  Although  many  of 
these  stocks  have  been  making  new 
highs  this  summer,  their  price  move- 
ments often  are  violent  and  seeming- 
ly irrational.  For  the  investor,  they  do 
not  provide  a  comfortable  bed.  ■ 
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MEMO  TO- 
Corporate  Treasurers 
Pension  Fund  Managers 
Trust  Investment  Officers 

Learn  about  a  no-load  fund  which 
provides  a  convenient  method  for 
institutional  investors  to  keep 
temporary  cash  reserves  working  in 
the  short-term  money  market.  Mail 
the  coupon  for  a  prospectus  on  the 

Temporary  Investment  Fund. 

Assets:  over  $80,000,000. 
Adviser:  Provident  National  Bank. 

Current  price:  $1,000  per  share. 
Initial  purchase:  $50,000. 
(Representing  one  or  more  accounts) 


LOEB 


RHOADES 


Loeb.  Rhoades  &  Co.  fb 

TempFund  Division 

42  Wall  Street.  N.Y.  10005 

Please  send  information  on 
Temporary  Investment  Fund,  Inc. 

Name 

Company 

Address  


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 
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Capital 
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Services 


DEPT.   F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


Technician's  Perspective 

Notes  from  Underground 


By  John  W.  Schulz 


When  the  stock  market  nosedived  all 
over  again  immediately  after  Mr.  Nix- 
on resigned  and  Mr.  Ford  succeeded 
to  the  Presidency,  a  lot  of  hold-out 
bulls  must  have  felt  like  going  under- 
ground. That's  what  you  do  when 
you're  convinced  your  ideas  are  basi- 
cally sound,  but  realize  they  are  no 
longer  respectable— at  least  temporar- 
ily—and could,  if  you  are  at  all  noisy 
about  defending  them,  even  cost  you 
your  head.  Meanwhile,  you  can  let 
others,  like  the  ultra-bears,  stick  their 
heads  out  and  risk  having  them 
chopped  off. 

I  yielded  to  the  temptation  to  go 
underground  for  the  span  of  a  late- 
summer  vacation  at  a  lovely  New  En- 
gland beach.  But  I  made  some  mis- 
takes: I  listened  to  the  stock  market 
news  on  the  radio,  bought  the  news- 
papers, had  the  office  forward  the 
mail.  I  didn't  turn  off.  And  I  made 
notes.  So,  herewith,  some  notes  from 
my  short-lived  underground: 

The  same  mail  delivery  brings  stock 
market  forecast  by  an  astrologer  (un- 
solicited, compliments  of  the  author) 
and  notice  of  an  analysts'  society 
forum  with  the  subject:  "Stock  and 
Money  Market  Forecasting."  Some 
choice  ...  I  know  one  of  the  scheduled 
panelists;  last  I  heard,  he  was  still 
bullish.  Wonder,  did  he,  too,  get  the 
astrologer's  forecast  (bearish)?  What 
about  the  three  other  guys  on  the 
panel?  Bet  I  can  write  a  composite 
outline  of  their  talks  in  advance.  The 
research  director  and  the  economist 
will  probably  agree  that  common 
stocks  look  cheaper  on  earnings  than 
perhaps  ever  before,  but  that  they're 
really  not  quite  as  cheap  as  they  seem, 
because  current  earnings  are  over- 
stated by  inventory  profits,  and  future 
earnings  are  likely  to  trend  down  for 
the  next  several  quarters  anyway. 

They'll  probably  disagree  on  wheth- 
er we're  in  a  recession  already  or  will 
be  in  one  soon  and,  either  way,  about 
how  long  it  will  last.  At  least  one  of 
them  will  be  worrying  about  a  liquid- 
ity crisis  but  expects  it  can  be  avoided. 
The  technical  analysts  on  the  panel 
will  agree  that  the  bear  market  is  on 
its  last  leg(s).  At  least  one  of  them 
will  say  a  majority  of  stocks  was  con- 
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spicuously  less  weak  than  the  major 
price  indices,  which  were  being  clob- 
bered by  persistent  selling  of  the  big- 
capitalization  "top-tier  institutional 
favorites"  (still  at  relatively  high  mul- 
tiples); and  that  this  means  the  tide 
will  soon  be  turning,  because  acute 
glamour-stock  price  weakness  has  "al- 
ways" been  an  end-game  symptom. 

They'll  all  agree  that  record  dollar 
totals  are  sidelined  for  future  common 
stock  purchases,  but  that  there  is  no 
way  of  pinpointing  in  advance  when 
any  significant  part  of  these  zillions 
will  begin  to  flow  into  the  stock  mar- 
ket—except that  it'll  surely  be  when 
interest  rates  start  coming  down,  but 
there  is  no  agreement  on  when  that 
will  be.  In  the  question-and-answer 
period,  at  least  two  characters  will 
ask,  "What  about  gold?"  and  at  least 
one  will  ask  about  prospects  of  a 
worldwide  depression.  .  .  . 

Well,  probably  nothing  new  at  that 
meeting,  but  maybe  I'd  better  go,  just 
to  keep  in  touch.  If  I  were  on  the 
panel,  I  would  say  that,  by  past  stan- 
dards, we've  had  enough  selling-climax 
indications  in  "breadth"  since  June,  in- 
deed, so  far  this  year,  to  suggest  that 
we're  pretty  close  to  a  final  bear-mar- 
ket low.  But  I'd  have  to  add  that  past 
standards  haven't  been  too  reliable 
lately,  so  I'm  glad  not  to  be  on  this 
panel  but  in  my  temporary  under- 
ground instead. 

Pushcarts  and  Breadlines? 

Nationwide  Gallup  poll,  taken  just 
before  Mr.  Nixon  resigned,  shows 
nearly  half  of  adults  questioned  be- 
lieve the  country  is  headed  for  1930s-' 
type  depression.  Where  do  they  get 
that  idea?  From  the  way  the  question 
was  asked?  Or  maybe  they  all  listened 
to  the  gloom-and-doom  gold  bugs? 
Sure  as  hell  they  don't  all  read  our 
economists,  most  of  whom  seem  to 
expect  (indeed,  hope  for)  some  degree 
of  business  slowdown  over  the  next 
four  quarters  or  so  to  help  ease  infla 
tion  pressures.  Offhand,  can't  think 
of  any  prominent  or  even  middle-rank 
economist  looking  for  an  all-out  de 
pression,  complete  with  apple-selling 
and  other  trimmings. 

Newspaper  polls  taken  right  aftei 
President  Ford  took  office  indicate 
gloom  lifted  somewhat.  My  wife  says 


132 


FORBES,    SEPTEMBER    15.    1974 


For  people 


about  golf 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining,  luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
/        (305)  821-1150. 


©4 


Miami  Lakes  Inn 
O  Country  Club 


CHAROLAIS 

The  Beautiful 
r  Opportunity 


Designed  by 
Cowmen  for 
Potential  Cowmen 


A  complete  history  of  the 
nation's  most  sought-after  and 
fastest-growing  beef  breed  and 
its  advantages  to  those  interested  in 
the  cow  business. 
Use  your  letterhead,  write  for  your 
FREE  COPY  of  the  brochure, 
"Charolais,  a  Beautiful  Opportunity". 

American-International 
Charolais  Assn. 

1610-F  Old  Spanish  Trail 
Houston,  Tex.  77025 


r 


USF&G 

Baltimore.  Maryland  21202 
The  Board  of  Directors  of 
United  States  Fidelity  and 
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and  Treasurer 
August  28,  1974 


she  hasn't  felt  so  confident  about  the 
country  in  years.  But  you  couldn't  tell 
by  the  stock  market.  True,  the  odd- 
lotters  bought  more  stock  than  they 
sold  on  Aug.  8  and  9  (resignation 
day),  but  then  went  right  back  to 
selling  on  balance  and  even  stepped 
up  their  short  selling.  Friend  of  mine, 
who  had  bought  a  stock  now  selling 
at  less  than  half  what  he  paid  for  it 
although  its  per-share  earnings  dou- 
bled, says,  "Earnings  don't  count  any 
more."  Stock  is  selling  at  3  times  earn- 
ings, so  who  can  blame  him? 

Magazine  published  exclusively  for 
professional  investors  says  money  man- 
agers are  increasingly  impressed  by 
fact  that  best  investment  decision  in 
past  couple  of  years  would  have  been 
not  to  own  any  common  stocks  at  all 
( now-you-tell-me  department ) .  Are 
common  stocks  about  to  go  out  of 
style?  Are  the  pros  getting  set  to  fight 
the  next  stock  market  war  with  the 
strategies  learned  from  the  last  one? 
That  would  be  a  shift  in  attitudes, 
to  be  taken  into  account  even  if  it 
proved  to  be  "traditionally"  wrong. 
Reminds  me  of  when  I  was  still  pretty 
new  in  the  business,  about  35  years 
ago.  Lots  of  people  then  in  The  Street 
who  knew  little  else  but  a  bear- 
market  atmosphere.  Had  an  old-timer 
boss  who  used  to  say:  "You  young 
whippersnappers  have  no  idea  what 
a  bull  market  can  do  for  stock  prices!" 
Time  to  remember? 

Who's  Buying? 

.  .  .  Come  to  think  of  it,  who  has 
been  buying  stocks  lately?  For  every 
seller,  after  all,  there's  got  to  be  a  buy- 
er. Well,  take  a  look  at  the  NYSE 
trading  statistics.  They  show  that 
NYSE  member  firms  were  residual  net 
buyers  of  stock,  for  their  own  ac- 
counts, almost  every  week  since  early 
February  of  this  year,  while  round-lot 
and  odd-lot  customers  were  net  sellers 
of  stock.  Pretty  much  the  same  story 
on  the  ASE. 

Nothing  similar  has  happened  in 
modern  market  annals.  Normally, 
member  firms  are  net  sellers  of  stock. 
The  records  I  brought  along  show 
member  firms  did  some  relatively 
sporadic  net  buying  in  the  first  half  of 
1970,  when  prices  fell  toward  a  May 
bear-market  low;  if  memory  serves, 
they  did  some  buying  in  the  final 
phase  of  the  1966  bear  market,  and 
were  net  stock  sellers  in  the  spring 
panic  of  1962.  Heaven  knows,  I'd  be 
the  last  to  credit  stock  brokers  with 
ultimate  wisdom  and  perfect  foresight, 
but  when  I  see  NYSE  member  firms 
functioning  as  residual  net  stock  buy- 
ers from  everyone  else  for  six  months 
at  falling  prices,  I  just  can't  imagine 
that  common  stocks  are  about  to  go 
permanently  out  of  style— can  I?  ■ 
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Be  a 

Saturday  hero. 

A  hero  isn't  just  somebody  who 
can  wow  a  crowd.  A  hero  is  some- 
body who  makes  a  difference.  And 
it  isn't  really  as  hard  as  it  sounds. 
All  you  have  to  do  is  give  a  little 
of  your  time  each  week  and  you 
can  be  a  hero  to  a  fatherless  boy. 
A  boy  needs  someone  to  look 
up  to.  Someone  to  show  him  he  can 
grow  up  to  be  the  man  he'd  like  to 
be.  You  can  be  that  someone  any 
day  of  the  week.  Call  your  local 
Big  Brothers  today.  Be  a  hero. 

Be  a  Big  Brother. 


Wall  Street  View 


Broker  Stocks  for 
High-Risk  Recovery? 

By  Robert  Stovall 


If  you  believe  as  I  do  that  the 
post- 1968  bear  market  will  eventual- 
ly end,  what  do  you  buy  for  the 
coming  turnaround?  I  confess  I  don't 
know  whether  it  will  be  led  by  ce- 
ments, computers,  coppers,  conglom- 
erates or  consumer  goods  issues,  but 
I  do  know  this:  that  when  the  turn 
comes  it  will  do  wonders  for  the  bro- 
kerage houses. 

The  securities  industry  may  look  to 
some  observers  like  the  principal 
mourner  at  its  own  funeral.  Yet  the 
wake  may  turn  into  a  welcome-home 
party.  I  have  a  distinct  feeling  that  the 
shares  of  the  large,  publicly  owned 
securities  firms  are  unusual  specula- 
tions right  now. 

If  the  average  stock  on  the  New 
York  Stock  Exchange  has  declined 
70%  since  1968,  these  brokerage 
shares  have  done  even  worse  over  a 
shorter  time.  Most  sell  at  prices  that 
are  little  more  than  a  call  on  as- 
sets and  future  earning  power.  Don- 
aldson, Lufkin  &  Jenrette  was  the 
first  to  go  public  in  1970.  Most  bro- 
ker stocks  made  their  highs  in  1971 
and  1972.  Examples  of  share  price 
erosion  are  as  follows:  Merrill  Lynch 
(alltime  high  46— recent  7);  Bache 
(18-3);  E.F.  Hutton  (26-5);  Dean 
Witter  (32-4);  Paine,  Webber  (16- 
2);  Reynolds  Securities  Inc.  (31—5); 
Donaldson,  Lufkin  &  Jenrette  ( 18-3) . 

Some  of  these  stocks  have  high  cur- 
rent dividend  yields  but  they  should 
not  be  bought  for  that  reason,  as 
1974  earning  power  makes  payout 
policies  unpredictable.  But  as  an  om- 
nibus speculation  on  an  overall  mar- 
ket turn,  need  one  look  further? 

In  general,  nobody  trusts  reported 
earnings  this  year.  But  assets  at  a  dis- 
count still  have  some  credibility  and 
the  brokerage  house  stocks  have  this 
attribute,  too.  Stockholders'  equity  of 
brokerage  stocks-much  of  it  in  the 
liquid  form  of  cash  and  securities- 
is  considerably  higher  than  the  re- 
cent market  prices  for  the  shares. 
Merrill  Lynch's  most  recent  book  val- 
ue per  share  is  $13.52,  Bache  $13.56, 
E.F.  Hutton  $13.30,  Dean  Witter 
$15.76,  Paine,  Webber  $5.89,  Reyn- 
olds Securities  $11.70  and  Donaldson, 
Lufkin  &  Jenrette  $7.47. 


Mr    Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


Which  stock  in  the  securities  in- 
dustry do  I  favor?  The  answer  would 
be  Merrill  Lynch  &  Co.  and  not  just 
because  my  legendary  modesty  pre- 
vents me  from  discussing  my  own 
company.  ( Regulations  prevent  a  bro- 
ker from  soliciting  buying  interest  in 
his  own  stock.)  Merrill  Lynch  is  the 
biggest  industry  factor,  is  an  obvious 
"survivor,"  and  is  a  holding  company 
which  encompasses  a  diversified  spec- 
trum of  financial  services  offered  to 
institutional  and  individual  investors 
around  the  world.  The  size  of  the 
company,  the  depth  of  its  manage- 
ment, the  past  record  of  performance 
and  the  liquidity  of  its  shares  make  it 
an  obvious  consideration  for  investors 
who  are  interested  in  my  thesis. 

Unless  we  choose  to  abandon  the 
type  of  economic  philosophy  which 
has  produced  the  most  prosperous 
economy  in  the  20th  century,  this 
business  of  transferring  capital  from 
savers  of  money  to  builders  of  assets 
and  creators  of  jobs  has  to  remain 
intact.  Who  besides  the  brokerage 
houses  can  do  the  full  job? 

Profit  Potentials 

In  the  main,  the  publicly  owned 
securities  firms  have  been  responsible 
for  the  orderly  absorption  of  client 
accounts,  industry  personnel  and  fa- 
cilities from  the  deceased  houses. 
Since  1969  nearly  150  brokerage 
houses  have  lost  their  identity  either 
through  leaving  the  business  or  via 
merger.  The  510  survivors  represent 
the  lowest  number  since  1899.  The 
potential  leverage  is  huge. 

Using  a  conservative  rule  of  thumb 
that  service  fees  charged  by  invest-' 
ment     bankers/  brokers     amount      to 
about  \%  of  the  principal  transaction, 
the   big   brokers   raised   or   processed 
or  traded  the  following   amounts   oi 
capital  in  1973-Menill   Lynch  $71.4 
billion,  Bache  $16.1  billion,  E.F.  Hul 
ton  $15.7  billion,  Dean  Witter  $13  7 
billion,    Paine,    Webber    $12    billion 
and  Reynolds  Securities  $8.6  billion. 
Given  a   turn   for   the   better   and    t 
modest  level  of  profitability,  the  p<> 
tential  for  profit  is  certainly  there. 

A  word  of  caution:   This  is  a  \ola 
tile  industry.  Its  shares  are  not  suit- 
able  for   those   who   need    safet}    and 
stability.    ■ 
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Overseas  Commentary 

Oil  Prices  Will  Drop; 
Stock  Prices  Will  Rise 

By  Walter  Oechsle 


My  tactic  of  trying  to  escape  the 
destruction  that  has  taken  place  in 
the  U.S.  stock  market  by  shifting 
funds  to  other  stock  markets  that  have 
performed  relatively  better  has  not 
been  a  productive  exercise  in  recent 
months.  South  African  gold  shares 
have  been  the  one  notable  exception. 
On  the  other  hand,  only  last  month 
I  suggested  that  Japan  might  also 
prove  an  exception.  That  market,  too, 
promptly  declined  by  more  than  10% 
in  just  a  few  weeks.  Does  this  world- 
wide collapse  of  stock  markets  render 
futile  any  attempt  at  international  di- 
versification? I  think  not.  Readers  of 
this  column  are  probably  fairly  famil- 
iar with  the  basis  of  my  reasoning. 
Suffice  it  here  to  point  out  once  more 
that  internationally  diversified  port- 
folios have  largely  outperformed  those 
concentrated  in  one  national  market. 
But  that  is  poor  comfort. 

Is  it  possible  that  equities  are  dead 
everywhere,  that  bull  markets  are  his- 
tory, that  to  make  money  one  will 
simply  have  to  turn  elsewhere?  Again, 
I  simply  cannot  subscribe  to  such  a 
gloomy  scenario,  but  my  feelings  are 
apt  to  prove  less  important  than  are 
fundamental  economic  developments. 
What  are  these  likely  to  be? 

I  have  become  convinced  that  the 
bear  markets  around  the  world  have 
by  now  fully  discounted  the  problems 
of  inflation,  as  well  as  the  prospects 
of  some  sort  of  recession  in  1974-75 
that  might  prove  more  serious  than  the 
post- World  War  II  variety.  What  has 
not  been  fully  discounted  and  what 
keeps  on  deflating  stock  markets  all 
around  the-  world  are  the  many  ramifi- 
cations ofvthe  high  price  of  oil. 

There  is  no  unanimity  among  either 
the  apparent  beneficiaries  or  among 
those  most  seriously  affected  by  it. 
Moreover,  the  lack  of  comprehension 
of  even  the  basics,  on  the  part  of 
governments,  that  has  characterized 
the  mishandling  of  the  world's  mone- 
tary problems  remains  fully  operative 
as  far  as  the  handling  of  the  oil  cri- 
sis is  concerned.  I  have  stated  re- 
peatedly, the  high  price  of  oil  is  in- 
tolerable for  the  Western  economies. 

The  Arab  world  has  neither  the  ex- 
perience nor  the  knowhow  to  handle 

Mr.  Oechsle  is  associated  with  Putnam  Man- 
agement. Boston.  Mass. 


some  $50  billion  annually  in  surplus 
funds,  while  the  Western  world  does 
not  have  available  the  mechanism  to 
"recycle"  such  huge  amounts  of  mon- 
ey. Nor  will  the  Western  countries 
and  Japan  be  willing,  in  the  long  run, 
to  concede  to  the  Arabs  the  transfer 
of  power  over  their  own  destinies  that 
this  huge  amount  of  wealth  in  a  few 
hands  would  bring  about.  What  would 
be  the  consequences  of  a  sudden  with- 
drawal of  Arab  money  from  England, 
for  instance?  It  would  start  a  massive 
run  on  sterling,  demolishing  its  inter- 
national value;  in  turn,  prices  of  neces- 
sary raw  material  imports  would  go 
through  the  roof,  exacerbating  an  al- 
ready extreme  inflationary  problem. 

If  the  money  withdrawn  from  En- 
gland were  to  go  into  France,  for  in- 
stance, what  would  be  the  implica- 
tions for  her  economy?  By  no  means 
salutary.  The  franc  would  rise  in 
value;  French  products  could  easily 
become  priced  out  of  world  markets; 
massive  unemployment  in  her  export- 
oriented  industries  would  be  inevita- 
ble. Almost  certainly  France  would 
have  to  resort  to  protective  measures 
for  her  industry,  which  would  be 
-threatened  by  a  flood  of  cheap  im- 
ports. Other  countries  would  take 
countermeasures,  and  so  on.  Much 
gloomier  scenarios  in  many  variations, 
and  affecting  all  Western  countries, 
are  easily  imaginable. 

The  point  I'm  making  is  that,  if  the 
price  of  oil  stays  at  its  current  level 
for  any  significant  length  of  time,  we 
have  to  assign  a  very  high  degree  of 
probability  to  the  type  of  disasters 
outlined  above.  But  there  is  hope.  I 
am  convinced  that  the  price  of  oil 
simply  must  come  down,  and  by  a 
substantial  amount,  not  a  mere  $2  a 
barrel.  Either  the  Arab  countries  will 
be  sufficiendy  enlightened  to  accept 
this  line  of  reasoning  and  reduce 
prices  or  they  will  simply  be  com- 
pelled to  reduce  the  price  by  a  com- 
bined effort  of  the  Western  countries. 

What  form  this  pressure  will  take 
remains  to  be  seen.  I'm  hopeful  that 
various  options  are  being  actively  in- 
vestigated in  some  Western  capitals. 
I  suspect  that  before  any  such  en- 
lightenment or  pressures  surface,  we 
may  have  to  go  through  some  fur- 
ther rather  nervous  moments  on  the 


various  bourses  of  the  world.  But  that 
final  nervousness  just  might  provide 
the  outstanding  bargains  in  equities 
for  a  long  time  to  come. 

To  summarize  briefly,  the  price  of 
oil  must  come  down.  It  is  only  a  ques- 
tion of  "when"  not  "if."  When  it  hap- 
pens, we  shall  see  substantial  stock 
market  rallies  and,  very  possibly,  the 
beginnings  of  significant  bull  markets 
in  many  parts  of  the  world. 

This  returns  us  to  a  considerably 
more  pleasant  topic:  What  markets 
should  one  invest  in  or  be  invested  in 
when  the  price  of  oil  comes  down? 
This  column  has  ranged  far  afield  in 
the  past  few  months,  focusing  on 
Australia,  Japan,  Great  Britain  and 
South  African  gold  shares.  Given  the 
many  uncertainties,  I  have  empha- 
sized maximum  diversification.  Since  I 
am  convinced  that  one  of  the  major 
uncertainties,  namely  the  price  of  oil, 
will  be  removed,  one  can  now  take  a 
more  aggressive  stance.  In  other 
words,  the  question  now  is,  what  mar- 
kets should  be  emphasized  in  a  post- 
oil-crisis  environment? 

A  Healthier  Market 

Japan  merits  strong  consideration. 
So  does  Germany,  a  country  I  have 
not  mentioned  in  some  time.  The  Ger- 
man stock  market  is  as  depressed  as 
any,  on  the  basis  of  historic  standards 
of  valuation,  yet  the  economy  is  prob- 
ably in  better  shape  than  most.  The 
country's  balance  of  payments  remains 
strong,  and  the  rate  of  inflation  is 
among  the  lowest  in  the  Western 
world.  The  current  strength  of  the 
economy  is  mainly  attributable  to  an 
export  boom,  while  domestic  demand 
for  both  consumption  and  investment 
has  been  rather  weak.  Even  now,  first 
steps  have  been  taken  by  the  Bonn 
government  to  reflate  the  domestic 
economy,  and  a  great  deal  more  will 
be  done  regardless  of  what  happens 
to  the  price  of  oil.  When  the  latter 
does  come  down,  the  German  econo- 
my will  be  one  of  the  chief  benefi- 
ciaries. The  government  could  reflate 
at  a  more  rapid  pace  without  too 
much  concern  over  inflation  and  no 
concern  whatsoever  over  its  balance 
of  trade  or  balance  of  payments. 

In  brief,  Germany  would  have  the 
type  of  economic  environment  in 
which  stock  markets  normally  flourish. 
For  a  diversified  investment  in  Ger- 
many, the  following  stocks  might  be 
considered:  Deutsche  Bank,  Ger- 
many's largest  bank;  Siemens,  the 
manufacturer  of  electrical  equipment; 
and  Karstadt,  the  leading  retailer. 

Yes,  there  may  indeed  be  a  world- 
wide bull  market  once  again,  and  odds 
are  that  it  will  be  healthier  and 
longer-lived  in  Germany  than  in  most 
other  places.   ■ 
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ATLANTIC  RICHFIELD  COMPANY  47 

Agency:   Needham,  Harper  &  Steers 
Advertising,  Inc. 


THE  AUSTIN    COMPANY      

Agency:   Fuller  &  Smith  &  Ross  Inc. 


BELL    HELICOPTER   COMPANY  70 

Agency:   Moneyhun  Advertising 


BEMIS   COMPANY   INC 44 

Agency:   Campbell-Mithun,  Inc. 


□    THE   BENDIX   CORPORATION 

Agency:   D'Arcy-MacManus  & 
Masius,  Inc. 


80-81 


G     BOISE  CASCADE 

CORPORATION  2nd  Cover  &  1 

Agency:   Dancer  Fitzgerald 
Sample,  Inc. 


BURLINGTON    NORTHERN    INC. 

Agency:   BBDO,  Inc. 


36 


BUSINESS    PUBLICATIONS  127 

Apency:   Tatham-Laird  &  Kudner.  Inc. 


BUSINESS    WEEK  119 

Agency:   Warren,  Muller,  Dolobowsky 

□    CALIFORNIA  COMPUTER 

PRODUCTS,    INC 18 

Agency:    Dailey  &  Associates 


CAPITAL   FINANCIAL   SERVICES 
Agency:   Stackig,  Sanderson  & 
White,  Inc. 


□    CHEMETRON    CORPORATION 
Agency:   Marsteller  Inc. 


132 


101 


CHICAGO    MERCANTILE    EXCHANGE      111 

Agency:   Cohen  &  Greenbaum,  Inc. 


THE   CITIZENS   AND   SOUTHERN 

NATIONAL   BANK     59 

Agency:   Cole  Henderson  Drake.  Inc. 


CITIZENS  BANK-U.S.A. 
"    DIVISION  .  78 

Agency:   Marshall  John/action  adv. 


□    COLT    INDUSTRIES 

Agency:   Marsteller  Inc. 


53 


Q    CONTINENTAL  COIN  EXCHANGE 

Agency:    Peterson-Morris   Inc. 


104 


CONTINENTAL  OIL   COMPANY  4-5 

Agency:   deGarmo  Inc. 


CRANE  CO.  

Agency:   Doremus  &  Company 


107 


DELTA  AIR  LINES,   INC 72 

Agency:   Burke  bowling  Adams.  Inc. 


DIAMOND   INTERNATIONAL 
CORPORATION  

Agency:   Henderson  &  Roll,  Inc. 


87 


JAMES    DINES   &   COMPANY     133 

Agency:   Albert  Frank-Guenther  Law 


□    FERRO  CORPORATION      

Agency:   Watts  Lamb  Kenyon 
and  Herrick,  Inc. 


108 


THE   FIRESTONE   TIRE 

&  RUBBER  COMPANY    42-43 

Agency:   Sweeney  &  James  Co. 


Q    THE   FIRST   NATIONAL 
BANK   OF   CHICAGO 

Agency:   Foote,  Cone  &  Belding 


48-49 


FORBES  MAGAZINE  114  &  115 

FORTUNE   MAGAZINE  123,    124,    125 

GATES    LEARJET  CORPORATION  79 

Agency:   Sullivan  Higdon  Inc. 

GENERAL  ELECTRIC 

CREDIT    CORPORATION  82 

Agency:    Riedl  Associates  Inc. 

GENERAL  WINE   &  SPIRITS   CO. 

CHIVAS    REGAL  15 

Agency:    Doyle  Dane  Bernbach  Inc 

GEORGIA-PACIFIC 

CORPORATION  23 

Agency:    McCann-Erickson,  Inc. 


GOULD  INC. 

Agency:    Marsteller  Inc. 

□    HAZELTINE  CORPORATION 

Agency:  Mad.  Ave.  East,  Inc. 

HERCULES    INCORPORATED 

Agency:    Fuller  &  Smith  &  Ross  Inc. 


84-85 


99 


93 


HERTZ  CAR   LEASING  35 

Agency:   Van  Brunt  &  Company 

HONEYWELL   INFORMATION 

SYSTEMS  3rd  Cover 

Agency:  BBDO  Inc. 

G     IU    INTERNATIONAL  51 

Agency:   Marsteller  Inc. 

INDIANA,    STATE  OF- 

DEPARTMENT  OF  COMMERCE  16 

Agency:    Handley  &  Miller,  Inc 

INGERSOLL  RAND    COMPANY  68-69 

Agency:    Marsteller  Inc. 

IRVING  TRUST  COMPANY 


LIGGETT  GROUP     56 

Agency:   Berger  Stone  &  Partners,  Inc. 


LLOYDS  BANK  CALIFORNIA  41 

Agency:   Botsford  Ketchum  Inc. 

LOEB,   RHOADES  &  CO 132 

Agency:    Doremus  &  Company 

MBA  COMMUNICATIONS 

THE   YOUNG   PROFESSIONAL 

GROUP  112-113 

Agency:    Pete  Mathieu  &  Associates 


MCA,    INC.  

Agency:    D'Arcy-MacManus  & 
Masius  Advertising 


22 


G     MCDOWELL  ENTERPRISES    INC.  51 

Agency:    Les  Hart  Agency  Inc. 


MAKER'S    MARK    DISTILLERY  46 

Agency:   Doe-Anderson  Advertising 
Agency,  Inc. 


MANUFACTURERS    HANOVER 

TRUST  COMPANY  17 

Agency:   Edwin  Bird  Wilson.  Inc. 


MARRIOTTS    ESSEX   HOUSE 

Agency:   VanSant,  Dugdale  &  Co.,  Inc 


14 


MERCEDES  BENZ   OF 
NORTH  AMERICA,  INC. 

Agency:   Ogilvy  &  Mather  Inc. 


64-65 


MEXLETTER  130 

Agency:    McCann  Erickson-Stanton, 
S  A  deC.V. 


G    MIAMI    LAKES    INN 

&  COUNTRY  CLUB  133 

Agency:   Samuel  B.  Crispin 
&  Associates 


MONSANTO  COMPANY,  INC.  97 

Agency:   Advertising  &  Promotion 
Services 


Q    N   L  INDUSTRIES,   INC. 


Agency.   The  Marschalk  Company,  Inc. 


102 
26 


Q    NORTHERN    NATURAL  GAS 

COMPANY  26 

Agency:   Bozell  &  Jacobs,  Inc. 


OMNI   AIRCRAFT 

Agency:    Michael  Richards  Panich 


Agency.   J.  Walter  Thompson  Company 


THE    PADDINGTON   CORPORATION 
(J&B  SCOTCH   WHISKY)  62 

Agency:    E.T.  Howard  Company,  Inc. 


PHELPS    DODGE 

INDUSTRIES,  INC.  24-25 

Agency:    Compton  Advertising.  Inc. 


PITNEY    BOWES  73 

Agency:   deGarmo  Inc.  Advertising 


POSTAL  THRIFT  LOANS,  INC.  130 

Agency:   John  D.  Morgan,  Inc. 


ROWE   PRICE    NEW 

ERA   FUND,    INC.  M< 

Agency:  VanSant,  Dugdale  &  Co 
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PROLER  INTERNATIONAL  CORP.      96 

Agency:  A.  R.  Busse  &  Associates 

PSYCHOLOGY  TODAY   109 

RCA   CORPORATION    50 

Agency:  J.   Walter  Thompson   Company 

D  RANDUSTRIAL  CORPORATION 58 

Agency:   Mt.  Pleasant  Advertising,  Inc. 


THE  ROYAL  BANK  OF  CANADA    67 

Agency:   Norman,  Craig  &  Kummel 
(Canada)  Ltd. 


ST.   LOUIS-SAN   FRANCISCO 

RAILWAY  CO 10 

Agency:  Batz  Hodgson  Neuwoehner 

ST.  REGIS  PAPER  COMPANY   60-61 

Agency:  Cunningham  &  Walsh  Inc. 

SAN  ANTONIO  ECONOMIC 

DEVELOPMENT     96 

Agency:  Wyatt  Advertising  Inc. 

SCUDDER,  STEVENS  &  CLARK  126 

Agency:   Hill,  Holliday,  Connors, 
Cosmopulos,  Inc. 

□  SAM  SLOAT,   INC 96 

Agency:   Miller  Advertising  Agency 


SOMERSET  IMPORTERS,   LTD. 

JOHNNIE  WALKER  BLACK  LABEL  75 

Agency:  Smith/Greenland  Company 


SOUTHERN    RAILWAY 

SYSTEM     Back    Cover 

Agency:   Cunningham  &  Walsh  Inc. 

SPERRY  REMINGTON 11 

Agency:   Al  Paul  Lefton  Company 

SPORTS    ILLUSTRATED     94 

Agency:   Young  &  Rubicam 
International  Inc. 

SWISSAIR  116 

Agency:   Waring  &  LaRosa,  Inc. 

□  TRW    INC 90-91 

Agency:    Meldrum  and  Fewsmith,  Inc. 


TV   GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,  Inc.   .  .  .    105 

Agency:   N.  W.  Ayer  &  Son,  Inc. 


D  TENNECO    INC 98 

Agency:    Bczell  &  Jacobs,  Inc. 

□  TEXTRON    INC 76 

Agency:   J.  Walter  Thompson  Company 

□  TIGER  INTERNATIONAL    9 

Agency:    McCann-Erickson,  Inc. 

UNITED   STATES   FIDELITY 

AND  GUARANTY  COMPANY  133 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

THE  VALUE    LINE 

INVESTMENT  SURVEY  128 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


WHITE  MOTOR  CORPORATION  6 

Agency:   Thomas  Murray  and  Austin 
Chaney  Advertising 


THE  WIGWAM 46 

Agency:    Swafford  &  Company 


MAX    M.   WILSON  104 

Agency:   Chaparral  Advertising  Agency 


Readers  Say 


(Continued  from  page  15) 
social  fraternities  on  campus  via  large 
ad  commitments  in  its  first  issue  while 
the  lead  editorial  criticized  the  same 
fraternities  for  dragging  their  feet  on 
the  issue  of  racial  integration. 

On  page  76  you  refer  to  the  re- 
cent ground  lost  by  cash-value  life  in- 
surance, stating  that  "Even  the  eco- 
nomically illiterate  these  days  under- 
stand that  the  $400  they  pay  in  dur- 
ing 1974  may  be  worth  only  half  as 
much  when  they  come  to  collect  in, 
say,  1994."  Perhaps.  But  Northwest- 
ern Mutual  Life  specializes  in  selling 
the  economically  literate  (Forbes, 
Nov.  1,  1973),  and  they  are  buying 
large  quantities  of  cash-value  life 
insurance. 

—Lawrence  L.  Cox 

Northwestern  Mutual  Life  Insurance 

Roselle,  111. 

Mutual  Funds  Issue 

Sir:  I  read  with  interest  the  com- 
ments from  the  public  regarding  the 
desirability  of  investing  in  common 
stocks  and  mutual  funds  (Forbes, 
Aug.  15,  p.  70).  Had  the  managers 
been  aware  that  so  many  persons 
stressed  "safety"  and  "low  risk"  in 
their  assessment  of  mutual  fund 
shares,  they  might  have  been  less  ag- 
gressive and  had  better  results  over 
the  past  years. 

The  only  figure  I  disagreed  with  as 
regards  our  funds  was  the  yield  for 
Lincoln  National  Direct  Placement 
Fund.  It  is  7.44%,  not  6%. 

—J.  Paul  Trenary 
Assistant  Secretary, 
LNC  Equity  Sales  Corp. 
Fort  Wayne,  Ind. 

Sir:  When  you  damned  the  short- 
term  money  market  funds  with  ex- 
ceedingly faint  praise,  you  shook  me. 
Unless  you  are  predicting  a  raft  of 
bank  failures,  your  qualms  about  bank 
certificates  of  deposit  and  letters  of 
credit  are  not  understood,  and  your 
obiection  to  short-term  government 
paper  seems  particularly  odd.  The 
small  investor  trying  to  keep  a  foot  in 
the  door  must  necessarily  view  your 
"healthy  skepticism"  with  skepticism. 
—Robert  B.  Waddington 
Camp  Springs,  Md. 

Sir:  .  .  .  stocks  have  had  their  day. 
No  more  to  the  stock  market.  The 
market  is  very  sick  and  dying.  .  .  . 

—Thomas  L.  Williams 
Detroit,  Mich. 

Sir:  You  state,  regarding  Citicorp 
notes:  "They  mature  in  two  years.  ..." 
The   maturitv   is    1989,   which   is    15 


years.  However,  two  years  from  the 
offering  date  they  may  be  redeemed 
by  the  holder  at  par  on  any  interest- 
paying  date. 

—Merrill  L.  Schwartz 

Senior  Account  Executive, 

Merrill  Lynch,  Pierce,  Fenner  & 

Smith  Inc. 

Bala  Cynwyd,  Pa. 

Like  It  Is 

Sir:  When  it  comes  to  calling  a 
spade  a  spade,  M.S.  Forbes  Jr.  is  an 
expert  (Aug.  15,  editorial  Institu- 
tional Idiocy,  p.  21). 

—James  J.  Needham 

Chairman, 

New  York  Stock  Exchange 

New  York,  N.Y. 

Calling  Dr.  Freud 

Sir:  Once  again  your  paranoia  to- 
ward gold  and  silver  is  showing.  Your 
comments  in  Side  Lines  (Sept.  1) 
and  your  expose  of  Pacific  Coin  Ex- 
change is  a  neat  piece  of  character 
assassination.  Yes,  the  Pacific  Ex- 
change is  subject  to  criticism;  no, 
however,  this  should  not  be  taken  as 
a  blanket  indictment  of  all  gold  and 
silver  investments.  Anyone  reading 
your  article  would  be  led  to  believe 
only  charlatans  are  in  these  fields. 

—Joseph  P.  McGivney 

President, 

McGivney  &  Co.  Inc. 

Hickory  Hills,  111. 

Pro  and  Con 

Sir:  Your  article  on  the  timber  sit- 
uation in  your  July  15  issue  puts  the 
whole  story  together  better  than  any- 
thing else  I  have  yet  seen. 

—William  R.  Adams 

Retired  Chairman, 

St.  Regis  Paper  Co. 

New  Canaan,  Conn. 

Sir:  Your  article  advocating  an  in- 
crease in  our  exports  of  forest  prod- 
ucts was  straightforward  and  to  the 
point.  None  of  this  confusing  mish- 
mash about  environmental  values  and 
ecological  balance,  iust  good,  old- 
fashioned  materialism.  ...  It  sent  one 
more  shudder  down  the  spines  of 
those  of  us  who  love  our  southern 
forests  and  who  cannot  afford  fre- 
quent visits  to  areas  in  the  West  that 
will  remain  pristine  because  they  are 
vulnerable  to  "political  and  environ- 
mental decisions."  It  indicates  that  the 
forest  products  establishment  now 
feels  strong  enough  to  attack  our  re- 
gion. I  hope  Southerners  will  awaken 
to  what  it  will  be  like  to  live  in  the 
nation's  (world's?)  "woodbasket." 

—Mrs.  Robert  E.  Burks  Jr. 

Executive  Secretary, 

The  Alabama  Conservancy 

Birmingham,  Ala. 
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The  work,  that  the  schoolmaster 
is  doing  is  inestimable  in 
its  consequence.  He  is  laying 
the  foundation  of  the  careers 
<>t  men  who  are  to  lead 
the  next  generation.  He  is  also 
knocking  all  the  best  stuff  out 
of  a  great  number  of  them. 
Stephen  Leacock 


Many   a   man   fails   as   an   origin 
thinker  simply  because 
his  memory  is  too  good. 
Friedrich  W.  Nietzsche 


I  get  the  facts,  I  study  them 
patiently,  I  apply  imagination. 
Bernard  Bari/ch 


al  Technology  is  now  forcing  upon  us 

*  a  standard  of  behavior  that 
formerly  was  expected 
only  of  saints. 
Arnold  Toyxbee 


Learning  is  a  treasury 
whose  keys  are  queries. 
Arabian  Proverb 


An  important  persona]  quality 
for  a  teacher  is  that  he  care 
about  humanity.  If  he  doesn't, 
he  is  taking  his  pay  illegally. 
Edward  C.  Helwick 


The  teaching  profession  is 
the  only  profession  that  has  no 
definition  for  malpractice. 
Merimon  Cuningcim 


The  intellect  has  little  to  do 

on  the  road  to  discovery. 

There  comes  a  leap  in  consciousness, 

call  it  intuition  or  what  you  will, 

and  the  solution  comes  to  you 

and  you  don't  know  how  or  why. 

All  great  discoveries 

are  made  in  this  way. 

Albert  Einstein 


To  rise  abeve  the  level  of 
a  machine,  a  man  must  develop 
the  power  of  thinking. 
Become  a  thinker,  learn  to  produce 
useful,  valuable  thoughts  and  ideas, 
and  no  machinery  will  ever  be  able 
to  displace  you. 

Rule-of-thumb  methods  no  longer 
suffice  for  nation  or  individual. 
New  formulas  must  be  tlxe  product 
of  thought,  of  liard,  serious, 
sustained,  clear-headed  thinking. 
From  office  boy  to  statesman, 
the  prizes  are  for  those  who 
most  efficiently  exert  their  brains, 
who  take  deep,  earnest, 
studious  counsel  of  their  minds, 
who  stamp  themselves  thinkers. 
B.C.  Forbes 


The  secondhandedness  of 
the  learned  world 
is  the  secret  of  its  mediocrity. 
Alfred  North  Whitehead 


It  is  better  to  have  useless 
knowledge  than  to  know  nothing. 
Senec v 


Some  people  dislike  autumn— 
for  a  reason.  Early  autumn  is 
as  lovely  as  spring,  maybe  more  so. 
But  the  trouble  with  autumn 
is  that  summer  is  gone. 
We  ought  to  love  autumn,  but 
experience  warns  us  that  each 
succeeding  day  will  be  just  a 
little  darker,  colder  and  gloomier. 
Willi  \m  Feather 


I  was  gratified  to  be  able 
to  answer  promptly,  and  I  did. 
I  said  I  didn't  know. 
M  \rk  Tw\i\ 


Nothing  tells  in  the  long  run 

like  good  judgment,  and  no  sound 

judgment  can  remain  with 

the  man  whose  mind  is  disturbed 

by  the  mercurial  changes  of 

the  stock  exchange.  It  places  him 

under  an  influence  akin  to 

intoxication.  What  is  not,  he  sees, 

and  what  he  sees,  is  not. 

Andrew  Carnegie 


Knowledge  doesn't  pay- 
it  is  what  you  do  with  it. 
Arnold  Gl  vsow 


To  get  your  ideas  across, 
use  small  words,  big  ideas 
and  short  sentences. 
J.H.  Patterson 


The  real  danger  is  not  that 
machines  will  begin  to  think  like 
men,  but  that  men  will  begin 
to  think  like  machines. 
Sydney  J.  Harris 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text . . . 


Sent    in   by   Mrs.   AW.    Milbourn,   Alex- 
andria,   Va.    Whafs   your   favorite 
The   Forbes  Scrapbook  of  Thoughts  <>n 
the    Business    of    Life    is    presented    to 
senders  of  texts  used. 


Now  no  chastening  for  the  present 
seemeth  to  be  joyous,  but  grievous', 
nevertheless  afterward  n  yieldeth  the 

peaceable  fruit  of  righteousness  unto 
them  which  are  exercised  thereby 
Mi  BREWS  12:11 
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A  Quality  in  Corporate  Banking 


A  quality  shared  by  bankers     the  full  spectrum  of  banking 
and   businessmen  with   major     services. 


money  responsibilities  is  the 
ability  to  work  with  one  an- 
other responsively  and  pro- 
ductively —  whatever  the  pres- 
sures or  complexities  may  be. 
At  United  States  Trust  this 
is  the  way  we  work  with  cor- 
porate executives  on  their 
companies'  financial  require- 
ments, including  lines  of  credit,  sources  at  their  disposal.  Count 
revolving  credits,  and  inter-  on  them  for  prompt  consider- 
mediate  term  loans,  as  part  of     ation  of  your  corporate  needs. 


There  is  no  lost  motion  when 
you  work  with  a  banking  of- 
ficer like  Jack  Ream.  He  has 
the  experience  and  perception 
to  understand  what  you  want 
to  accomplish  and  to  provide  a 
timely,  sensible  response. 

The  bankers  at  United  States 
Trust    have    substantial    re- 


If  this  special  Quality  in  Banking  appeals  to  you,  call  on  United  States  Trust. 
Or,  let  us  know  you're  interested,  and  we  will  call  on  you. 

United  States  Trust  Company 

oi    New  York 

45  Wall  Street  •    (21        1 25-4500 


Member  F.D.I.C. 


A  wealth  of  knowledge.  A  i      >\vledge  of  wealth. 


The  cheering  section,  too,    burungame 

SEP  2  £ 

LIBRARY 


helps  win  games 


America  provides,  free,  more  and  better  schooling  than  any  other 
nation  on  earth. 

Business  gives  you  and  me  more  and  better  products  and  ser- 
vices than  in  any  other  nation,  for  less  than  a  nickel  out  of  a  dollar 
of  sales  —  when  they  make  any  profit  at  all  (and  3  companies  out 
of  10  don't  make  any.) 

More  than  one  and  a  half  million  new  jobs  have  to  be  created 
every  year  if  we  want  to  avoid  depression.  If  government  provides 
them  our  taxes  go  up;  if  business  provides  them  our  taxes  go  down. 

Industry  is  a  better  friend  of  ours  than  many  think.  For  in- 
stance, between  the  years  1940  and  1969,  drug  firms  invested  in 
research  which  developed  868  major  medicines  which  saved  millions 
of  lives  while  the  average  unit  price  of  prescription  drugs  went  down. 


How  many  games  would  your  home  team  win  if  all  the  specta- 
tors cfld  nothing  but  smear  and  jeer  them  at  every  game? 


The  Warner  &  Swasey  311,  a  new  iy2  yd.  backhoe 
incorporating  the  latest  ideas  in  variable-flow  hydrau- 
lics, offers  contractors  improved  productivity  for  a 
wide  range  of  trenching  and  excavating  jobs. 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


/f 


In  this  capacity-short  economy, 

a  company  that  can  help  build  capacity 

is  really  in  demand. 


^ 


And  that  includes  a  specialty  steels  producer 
like  Colt  Industries. 


As  U.S.  in- 
dustry in- 
creases capital  spending,  manufac- 
turers who  can  provide  what  indus- 
try needs  are  bound  to  prosper. 

With  specialty  steels  among  the 
materials  most  urgently  required, 
the  Crucible  Materials  Group  of  Colt 
Industries  is  strongly  positioned  as 
one  of  the  world's  leaders  in  the  pro- 
duction of  stainless  steels,  alloys, 
tool  steels  and  specialty  metals. 

An  industry  leader.  Crucible 
specialty  steels  are  in  ever-increas- 
ing demand  for  petroleum  explora- 
tion and  refining, 
power  generation, 
chemical  and 
food  processing. 
Typical  of 
Crucible  leader- 
ship is  perfection 


4% 

Firearms  & 
Sporting  Equipment 


of  a  new  stainless  steel  production 
system  that  weds  an  argon-oxygen 
refining  vessel  with  a  continuous 
caster.  This  system  significantly 
increases  yield,  and  thus  capacity, 
dramatically  cuts  processing  time 
and  improves  quality. 

An  industrial  power.  In  1973,  the 
Materials  Group  accounted  for  47% 
of  our  sales.  In  fact,  as  the  pie  chart 
illustrates,  96%  of  our  1973  business 
came  from  Crucible  specialty  steels 
and  such  industrial  products  as 
Trent  stainless  steel  pipe  and 
tubing,  Fairbanks  Morse  diesel 
engines  and  pumps,  Fairbanks 
scales,  Pratt  &  Whitney  and 
Elox  production  equipment, 
Quincy  compressors,  Central 
Moloney  transformers,  Chandler 
Evans  aircraft  fuel  controls,  Holley 


carburetors. 

The  remain- 
ing 4%  of  our  business  came  from 
firearms. 

Our  continuing  momentum.  On 
the  heels  of  a  banner  1973,  first-half 
results  for  1974  show  sales  up  29.7% 
to  $555,127,000;  net  up  185%  to 
$34,523,000,  and  earnings  per  share 
up  223%  to  $4.88 -each  an  all-time 
high.  Our  growth  and  profitability 
are  being  propelled  by  the  breadth 
and  strength  of  our  earnings  base, 
leadership  in  industrial  markets 
served,  and  strong  demand  for  the 
industrial  products  we  make.  For 
copies  of  our  latest  financial  reports, 
write  Colt  Industries  Inc.  Dept  F-3, 
430  Park  Ave.,  NY.,  NY.  10022. 

Colt  Industries 
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Don't  Shoot  The  Piano  Player 

Will  inflation  go  on  endlessly?  Is  it  an  inescapable  side  effect  of  the 
welfare  state?  Or  will  this  inflation,  like  past  inflations,  come  to  a  crash- 
ing halt,  with  prices  tumbling  and  plants  closing? 

If  deflation,  even  selective  deflation,  is  in  the  cards,  the  events  of  1920 
make  an  interesting  analogy.  Unlike  the  crash  of  1929,  the  crash  of  1920 
did  not  end  in  global  economic  stagnation;  it  lasted  scarcely  a  year  and 
was  followed  by  nearly  a  decade  of  prosperity.  It  was  a  happier  defla- 
tion than  1929's.  It  is  also  a  more  likely  scenario  for  the  possible  defla- 
tion of  1974-75. 

Starting  on  page  75,  Forbes  tells  in  words  and  pictures  what  1920  was 
like.  We're  not  implying  that  these  events 
are  about  to  repeat— the  economy  is  far  more 
rigid  today.  But  we  do  believe  that  a  certain 
amount  of  deflation  is  quite  probable,  given 
today's  trends.  At  any  rate,  the  wise  man  con- 
siders all  the  probabilities. 

In  doing  our  research,  we  came  across  a 
fascinating  essay  written  in  1919  by  the  late 
John  Maynard  Keynes.  Keynes  is  often  regard- 
ed as  a  radical  economist;  in  point  of  fact, 
he  was  a  strong  believer  in  free  enterprise. 
What  he  wrote  in  this  essay  is  well  worth 
pondering  by  modern-day  politicians  who  try 
to  pin  the  blame  for  inflation  on  "greed"  and 
"profiteering"  by  private  business.  Keynes 
wrote: 

".  .  .  the  governments  of  Europe,  being  many 
of  them  at  this  moment  reckless  in  their  meth- 
ods as  well  as  weak,  seek  to  direct  on  to  a 
class  known  as  'profiteers'  the  popular  in- 
dignation against  the  more  obvious  [inflation- 
ary] consequences  of  [the  politicians'  own]  vicious  methods.  These  [so- 
called]  'profiteers'  are,  broadly  speaking,  the  entrepreneur  class  of  capital- 
ists, that  is  to  say,  the  active  and  constructive  element  in  the  whole  capital- 
ist society.  ...  By  directing  hatred  against  this  class,  the  European  govern- 
ments are  carrying  a  step  further  the  fatal  process  which  the  subtle  mind 
of  Lenin  had  consciously  conceived.  The  profiteers  are  a  consequence  and 
not  a  cause  of  rising  prices  .  .  .  these  governments  [which  attack  business] 
are  fast  rendering  impossible  a  continuance  of  the  social  and  economic 
order.  But  they  have  no  plan  for  replacing  it." 

Is  Harold  Wilson's  Labour  government  listening?  Are  our  own  "popu- 
lists" and  labor  leaders? 

With  all  of  today's  troubles,  it  seems  the  trendy  thing  to  be  pessimistic. 
But  there  are  strong  points  in  our  economy,  and  without  becoming  Polly- 
annaish,  the  editors  of  Forbes  intend  to  keep  reminding  readers  of  the  fact. 

In  this  issue,  Senior  Editor  Frank  Lalli  and  Reporter  Judith  Koblentz 
report  on  the  confidence  that  Sears,  Roebuck's  management  continues  to 
have  in  the  company's  future  (p.  28);  Jean  Briggs,  from  our  West  Coasl 
bureau,  tells  of  how  the  entrepreneurial  spirit  lives  and  flourishes  in  boom- 
ing Alaska  (p.  41);  Reporter  Celia  Currin  reminds  us  that  cash  is  a  growth 
crop  these  days,  and  Coca-Cola  has  a  rich  harvest  of  it  (p.  55);  our  statis 
tical  department  makes  some  mouth-watering  projections  about  where  the 
Dow  Jones  industrials  could  be  selling  five  years  hence  (p.  27). 

We're  aware  that  many  businessmen  and  investors  are  in  a  masochistic 
mood.  Hence,  there's  a  bull  market  in  bad  news.  Through  it  all,  however, 
we'll  continue  to  report  the  good  news  as  well  as  the  bad,  and  tr\  to 
remain  sensible  rather  than  stylish.  ■ 


Economist  Keynes 
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Can  the  independent  investor 
find  happiness  in  today's  market? 

Barron's  givesyou  the  facts, 
figures,  insights  you  need  to  decide. 


Of  course,  these  days  you  may 
well  be  having  thoughts— pro 
and  con— about  making  invest- 
ments. Possibly  you  are  an  active 
investor  right  now.  Or,  you  may  be 
wrestling  with  the  idea  of  getting 
back  in  the  market.  Perhaps  you're 
wondering  if  now  is  the  time  to  put 
your  money  into  action,  but  you're 
not  quite  sure  about  the  choice  of 
investment  vehicle. 

Whether  you're  enthusiastic  or 
skeptical,  hesitant  or  undecided— you 
never  needed  Barron's  more  than  now 

Why?  Because  Barron's  gives  you- 
the  market  information,  the  understanding, 
theobjectivitythatcanhelpyou  make  upyour  own  mind 
about  investing  your  own  money. 

Week  in  and  week  out,  Barron's  staff  works 
diligently  and  exhaustively  to  identify  and  pinpoint  the 
elements  that  affect  business  in  general  as  well  as 
those  that  influence  the  stock  market,  real  estate, 
mutual  funds,  commodities— indeed  the  full  range  of 
investment  opportunities. 

In  case  after  case,  you'll  find  that  Barron's  is  days, 
weeks,  even  months  ahead  of  other  news  sources. 
In  every  issue,  we  alert  our  readers  to  early  investment 
situations— very  often  in  advance  of  their  full  emer- 
gence. And,  just  as  often,  we  sound  early  warning 
signals  about  investments  that  may  be  about  to  fade 
in  potential. 

And  we  pull  no  punches, 

Barron's  is  written  for  the  investor  who  makes 
his  own  investment  decisions.  Not  only  do  we  cover 
Wall  Street,  but  we  take  a  hard,  clear-eyed  look  at 
Washington  and  the  world.  We  focus  on  the  invest- 
ment implications  in  events  that  may  seem,  on  casual 
examination,  to  have  little  to  do  with  investments. 
But  we  do  not  examine  casually.  The  aware  individual 
will  see  important  and  significant  meanings  that  could 


make  the  difference 
between  investment 
success  and  failure.  We 
firmly  believe  you'll  find 
Barron's  an  exciting  and 
lively  publication  to  read.  What's 
more,  we're  sure  you'll  find  it 
an  eye-opening  experience  in 
terms  of  finding  new  ways, 
better  ways,  sensible  ways 
to  keep  your  money  in  action. 
Barron's  covers  a  wide 
range  of  investment  situations. 
Today,  there  are  dozens  of  ways 
to  put  your  capital  to  work.  No  longer  is 
your  choice  limited  to  stocks,  bonds,  savings 
banks  or  real  estate.  Now  there  are  other  possibilities: 
commodities,  REIT's,  warrants,  foreign  investments 
—  and  many  more.  So,  if  you're  confused  or  skeptical 
about  your  future  as  an  investor,  we  say:  Read 
Barron's  every  week,  week  in  and  week  out.  We 
promise  you'll  find  stories  and  articles  in  Barron's 
that  can  give  you  the  confidence  to  face  the  market  and 
make  the  decisions  you  have  to  make— in  any 
economic  climate. 

To  subscribe,  use  the  handy  order  form 
attached  to  this  page.  If  it  has  been  detached,  you  may 
order  by  writing  Barron's,  200  Burnett  Road, 
Chicopee,  Mass.  01021. 

Please  indicate  whether  you  wish  to  receive 
Barron's  for  13  weeks  for  only  $5.75  or  a  full  year  for 
$23.00.  As  a  bonus  for  acting  now,  we'll  be  glad  to  send 
you  our  valuable  brochure,  "10  Rules  for  Investors'.' 

You  never  needed  Barron's  more  than  now. 


Barron's 
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THE  AUTUMN  IKtt. 

Tips  on  its  care  from  the 
Bartlett  people. 

In  fall,  trees  need  a  lot  of  nourishment 
to  recover  from  the  ravages  of  sum- 
mer: intense  heat,  lack  of  moisture, 
insect  attack  and  the  battering  of 
winds.  Now  is  the  time  to  storm-proof 
trees  before  the  winter  onslaught 
causes  serious  damage. 

Bartlett  knows  from  long  expe- 
rience how  to  feed  shade  trees  prop- 
erly, and  how  to  strengthen  them 
structurally.  Our  field  men  are  experts 
in  the  diagnosis  of  tree  troubles. 
They're  equipped  with  the  scientific 
knowledge  and  the  specialized  tools 
to  do  the  job  efficiently  and  econom- 
ically. Bartlett  replaces  guesswork 
with  expertise.  Each  tree  care  step 
follows  procedures  prescribed  by  the 
Bartlett  research  laboratories. 

Call  your  Bartlett  man  today.  He'll 
show  you  how  we  help  nature  look  its 
very  best.  We're  in  the  Yellow  Pages. 

SCIENTIFIC  «■$•"  TREE  CARE 

BARTLETT 

TREE  EXPERTS 
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Bank  For  Recycling? 

A  new  bank  to  recycle  the  oil-pro- 
ducing nations'  new  billions  was  pro- 
posed in  London  late  last  month  by 
former  Under  Secretary  of  State 
George  Ball,  now  chairman  of  Leh-C 
man  Bros.  The  major  oil-exporting 
countries  had  been  leery  of  earlier 
suggestions  that  the  recycling  be  done 
by  the  World  Bank  or  the  Internation- 
al Monetary  Fund,  which  are  re- 
garded as  dominated  by  the  Western 
countries.  Ball  would  get  around  that 
by  letting  the  oil  countries  put  up  half 
the  capital  and  have  half  the  voting 
power  in  the  new  bank,  the  rest  to  be 
held  by  seven  or  eight  non-Communist 
Western  nations.  In  making  his  pro- 
posal Ball  added,  in  an  obvious  dig  at 
Secretary  of  State  Henry  Kissinger, 
"Perhaps  our  most  able  and  imagina- 
tive practitioners  of  foreign  policy  are 
trained  in  the  arts  of  diplomacy  but 
illiterate  in  financial  and  economic 
matters." 

Blessed  Is  Norway 

Already  blessed  with  the  world's 
cheapest  and  most  plentiful  supply  of 
electricity  from  its  cascading  hydro- 
electric resources,  Norway  within  a 
decade  will  possess  700  million  bar- 
rels of  oil  and  gas  from  its  North  Sea 
oil  bonanza.  That  works  out  to  175 
barrels  for  each  of  the  country's 
four  miDion  inhabitants.  And  at  $9  a 
barrel  that  will  mean  $1,575  per  cap- 
ita, enough  to  let  the  Norwegians 
expect  to  claim  title  to  the  highest 
living  standard  of  any  society  in  the 
world.  Unlike  the  Middle  Eastern 
shiekdoms,  the  land  of  beautiful 
fjords  and  northern  lights  already 
boasts  a  well-educated,  skilled  popu- 
lation and  a  fully  developed  com- 
mercial societ) . 


Business 


It  Beats  The  Prime 

In  the  past  two  years,  tight  money 
and  a  depressed  economy  have  con- 
tributed to  an  almost  40%  increase 
in  failure  of  employers  to  pass  along 
to  the  Internal  Revenue  Service  in- 
come and  Social  Security  taxes  col- 
lected from  employees.  Employers 
can  use  the  funds  for  as  long  as  six 
months  before  being  penalized.  Even 
with  interest  and  penalty  payments 
the  cost  could  be  lower  than  bank 
borrowings— assuming  they  are  avail- 
able—because  interest  on  unpaid  taxes 
is  onk  6%, 


High-Priced  Oversight 

With  all  other  costs  soaring,  the 
cost  of  a  slipup  involving  complex 
heavy  equipment  can  be  staggering. 
Potomac  Electric  Power  Co.  of  Wash- 
ington, D.C.  found  that  out  when  it 
lost  $5  million  on  its  last  major  equip- 
ment failure.  Westinghouse,  the  util- 
ity's supplier,  offered  to  pick  up  $2 
million  of  it,  but  Pepco  had  to  make 
up  the  difference.  The  cause?  A 
Westinghouse  employee,  whose  job 
it  was  to  remove  protective  masking 
tape  after  routine  maintenance,  missed 
a  piece  covering  an  air  vent.  The 
$100-million  generator  overheated 
and  conked  out.  Now  the  two  com- 
panies are  in  court  haggling  over 
the  bill. 

Smelly  Digging 

Not  all  archaeologists  dig  into  buri- 
al mounds  and  piece  together  mil- 
lenia-old  villages.  Some  pick  through 
last  night's  garbage.  Since  1972,  that's 
what  the  students  and  professors  of 
archaeology  who  run  the  University 
of  Arizona's  "Garbage  Project"  have 
done.  The  general  aim  of  the  project, 
says  its  director,  is  to  use  the  science 
of  archaeology  for  a  better  under- 
standing of  current  human  societies. 
An  early  finding:  Tucson  residents 
waste  some  $500,000  worth  of  beef 
each  year.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 
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A  fleet  buyer  lives  with  his  decision. 


Mercury  Montego  MX  Brougham  with  Custom  Trim  Option,  white  sidewall  tires,  opera  windows  and  Bumper  Protection  Group. 

1 975  Mercury  Montego,  backed  by 

our  Guaranteed  Value  Plan,  is  an 

easy  decision  to  live  with. 


Our  luxurious,  smooth-riding  Montego  has  always  been 
an  excellent  fleet  choice.  And  now,  solid-state  ignition 
that  reduces  routine  maintenance  compared  to  con- 
ventional ignition  systems  and  gas-saving  steel-belted 
radials  are  standard.  That  makes  our  Mo.  1  fleet  car  last 
year  an  even  easier  decision  for  you  this  year! 

And  mid-size  Montego  is  backed  by  our  unique 
Guaranteed  Value  Plan.  GVP  helps  protect  you,  the 
original  purchaser,  against  losses  from  unexpected 
drops  in  overall  levels  of  used  car  prices.  It  also  predicts 
a  high  market  level  for  eligible  vehicles. 


The  1975  mid-size  Montego,  of 

course,    is   only   one   of   30   great 

Lincoln-Mercury    fleet    models. 

From  luxurious  Continentals  and  gas-stingy  Comets  to 

imported  Capris  and  the  all-new  precision-size  Monarch, 

you'll  find  fleet  decisions  are  easy  at  the  sign  of  the  cat, 

your  Lincoln-Mercury  dealer. 

If  you'd  like  to  know  more  about  our  GVP  and  any  of 
our  30  fleet  models,  write  Lincoln-Mercury  Division, 
Leasing  &  Fleet  Sales,  3000  Schaefer  Road,  Dearborn, 
Michigan  48121,  or  call  (313)  322-6182. 


CONTINENTAL  MARK  IV 


MERCURY  GRAND  MARQUIS 


MERCURY  COMET  WITH  CUSTOM  OPTION 


MERCURY  COUGAR  XR-7 


MERCURY  MONARCH  GHIA 


Lincoln  Continental  Town  Car  illustrated  with  optional  wheel  covers;  Grand  Marquis  with  optional  radio, 
white  sidewall  tires  and  Bumper  Protection  Group;  Cougar  XR-7  with  optional  dual  racing  mirrors  and 
white  sidewall  tires.  Monarch  Ghia  with  optional  Bumper  Protection  Group. 


LINCOLN -MERCURY  DIVISION 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.WILSON 

P.O.  Box  1317-FO 
Roswell,  New  Mexico  88201 
Area  Code  505-623-0507 


a  Catalog 
of  Unique 
Gift  Ideas. 

Once  you've  tried  the  unique 

taste  of  roasted  California 

Almonds,  you'll  want  to  share 

them  with  friends  and  family. 

So  send  us  the  coupon.  We'll 

send  you  our  taste  treat,  along 

with  our  color  catalog ...  24 

pages  of  almonds  and  more 

almonds,  specially  prepared 

for  every  gift-giving  occasion. 


■  HOUSE 


OPi 


i  iimns 

i 


Send  this  coupon  (or  your  free 
sample  of  almonds  with  catalog  to: 

House  of  Almonds.  RO  Box  5125. 
Dept  ME,  Bakersfield.CA  93308 


(your  name) 


street  address 


city 


zip 


I 

I   House  of  Almonds  m   ^ 

■  A  Tenneco  Product  SSS*H 
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Readers  Say 


Profitable  Modernization 

Sir:  Your  Aug.  1  issue  contained 
an  article  on  the  Hughes  Tool  Co., 
"Howard  Wouldn't  Approve."  I  was 
associated  with  Hughes  for  32  years 
and  have  been  credited  with  building 
his  empire.  My  particular  criticism  of  < 
the  article  is  the  statement  "Hughes 
never  allowed  the  updating  of  produc- 
tion-line methods  set  up  by  his  fa- 
ther." When  Howard  turned  the 
Houston  operation  over  to  me,  we 
spent  $5  million  installing  a  modern 
production  line  which  reduced  the 
cost  of  manufacture  so  drastically 
that  profits  increased  to  $60  million 
per  annum,  from  a  previous  high  of 
$6  million.  Additionally,  we  estab- 
lished manufacturing  plants  in  Ger- 
many and  Ireland  to  service  Arabian 
oil  fields,  and  Howard  did  not  become 
aware  of  this  until  two  years  later. 
.  .  .  I  would  be  interested  in  learning 
of  any  plan  for  dissolving  the  foun- 
dation. Efforts  were  made  a  few 
months  after  it  was  established  to  re- 
scind the  action,  but  to  no  avail. 

—Noah  Dietrich 
Los  Angeles,  Calif. 

Don't  Skirt  The  Solution 

Sir:  We  have  all  been  concerned 
with  the  tumbling  stock  market.  But 
falling  with  it  is  the  hemline.  Accord- 
ing to  the  "hemline  theory  of  eco- 
nomics" (which  states  that  the  stock 
market  follows  hemlines ) ,  we  should 
all  get  out  and  produce,  sell,  prosely- 
tize or  whatever,  to  get  that  hemline 
back  to  enjoyable  levels.  Remember 
the  minis  of  the  go-go  years? 

—Robert  Hardy 
New  Vernon,  N.J. 

Sir:  Re  "A  Pageant  And  A  Pat- 
tern" {Fact  6-  Comment,  Aug.  15)  in 
which  MSF  reprinted  his  father's  ex- 
cellent forecast  of  Dec.  27,  1932.  In 
the  last  12  years,  the  appreciation 
of  those  representative  issues  av- 
eraged only  1.03%  per  annum,  hard- 
ly a  return  commensurate  with  the 
risk.  However,  for  someone  who  did 
deposit  in  a  regular  savings  account, 
that  $16,927  would  have  now  grown 
to  $29,856,  averaging  6.37%.  And 
any  savings  bank  he  may  have  cho- 
sen is  still  in  business.  Sometimes  the 
race  isn't  always  to  the  swift. 

—George  J.  Hilton 

Vice  President-Comptroller, 

South  Brooklyn  Savings  Bank 

Brooklyn,  N.Y. 

Sir:  In  the  June  15  Fact  &  Com- 
ment, vou  said  that  the  Forbes  in- 
vestment   committee    had    put    their 


cash  into  a  group  of  stocks.  Since  the 
down  in  the  market,  how  do  you  feel 
about  this? 

—Donald  Downen 
Carmi,  111. 

The  same— MSF. 

Few  Cosmetics  For  Her 

Sir:  If  all  of  today's  young  ladies 
looked  as  desirably  wholesome  as  your 
model  Marsha  Mann  did  with  a  mini- 
mum of  makeup  (Side  Lines,  Aug. 
15),  the  cosmetics  industry  would  be 
in  much  worse  shape  than  your  arti- 
cle indicates. 

— Buell  R.  Snyder 
Beach  wood,  N.J. 

Sir:  American  women  have  finally 
come  to  the  conclusion  that  they  do 
not  need  to  pay  outlandish  prices  for 
a  small  jar  of  turtle  oil  when,  from 
the  appearances  of  the  donor,  it 
doesn't  stop  wrinkles. 

-CO.  WlNANS 

Lighthouse  Point,  Fla. 

When  The  Russians  Grow  Up . . . 

Sir:  Re  your  thought  that  Los  An- 
geles should  withdraw  its  bid  for  the 
1980  Olympics  in  favor  of  Moscow 
(Fact  6-  Comment,  Aug.  1 ) .  I  couldn't 
disagree  more  strongly.  I  cannot 
see  subjecting  an  international  group 
of  sportsmen  to  the  surveillance  and 
harassment  which  would  be  inevita- 
ble in  Russia.  When  the  Soviets 
"grow  up"  and  place  higher  priority 
on  humanity,  then  they  will  have 
earned  the  privilege  of  hosting  the 
Olympic  Games. 

—Shirley  R.  Duglin 
Lafayette  Hill,  Pa. 

In  A  Better  Position 

Sir:  The  article  in  your  Sept.  15 
issue  concerning  the  spin-off  of  Unit- 
ed Gas  Pipe  Line  Co.  by  Pennzoil  pre- 
sents a  fundamentally  distorted  view. 
A  brief  letter  cannot  correct  all  the 
misconceptions.  United's  management 
believes  strongly  that  with  the  dis- 
affiliation of  United  from  Pennzoil 
now  accomplished,  United  is  in  a  bet- 
ter position  to  help  ameliorate  the 
natural  gas  shortage.  Contrary  to  the 
implication  of  the  article,  the  spin- 
off did  not  reduce  United's  gas  sup 
ply.  Indeed,  United's  prospects  of  ob- 
taining additional  reserves  for  the  fu- 
ture are  now  improved.  Before  the 
spin-off,  potential  regulatory  or  legis 
lative  restraints  on  sales  of  gas  by 
producers  to  pipeline  affiliates  posed 
a  threat  to  United's  ability  to  acquire 
this  gas.  The  article's  assertion  that 
the  spin-off  left  United  financially  de 
pleted  is  contrary  to  the  faets.  Unil 
ed's  ratio  of  equity  to  total  capit.il  is 
(Continued  on  )ui^,   96  I 
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American  Express 
Meeting  Planners  can  help  prevent 
problem  meetings  like  this. 


Planning  a  meeting  can't  be  a  part-time 
job.  That's  why  we  make  it  a  full-time  job. 

American  Express®  Meeting  Planners!"  We're 
thorough,  full-time  specialists  offering  sweet  relief  to 
everyone  who's  tried  to  fully  plan  the  perfect  meeting. 

We  can  take  over  total  planning  of  your  meet- 
ing, or  just  part. 

Site  Search.  Can  you  think  of  a  hotel  or 
resort  American  Express  doesn't  know?  We'll  recom- 
mend appropriate  sites  and  handle  rate  negotiations. 

Meeting  Planning.  We'll  propose  schedules 


for  events,  coordinate  transportation  and  contract 
for  both  on  and  off  site  functions.  All  within  your 
budget. 

Meeting  Management.  We  can  have  an  on- 
the- scene  Meeting  Manager  oversee  the  events  and 
functions  we  anange.  And  even  reconcile  each  bill. 

That's  only  part  of  what  we  can  do.  So  why 
not  drop  us  this  card. 

And  let  American  Express  be  your  partner  in 
handling  your  meetings. 

American  Express  Meeting  Planners. 
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For 
steam  or  steel, 

America  needs  coal 


to  keep  moving; 


Kaiser  Steel  pioneered  the  unit-train  concept.  In  just  35  minutes,  our  Utah  coal 
mine  can  load  an  80-car  train  bound  for  our  Southern  California  steel  mill. 


Being  a  steel  company,  we've 
always  thought  primarily  in  terms 
of  the  metallurgical  coal  used  in 
making  steel. 

Our  mines  in  Utah  and  New 
Mexico  are  supplying  us  with  two 
million  tons  a  year  to  make  steel  for 
the  West.  Much  of  that  steel  goes  into 
structures  needed  to  beat  the  energy 
crisis:  offshore  drilling  platforms, 
refineries,  tankers,  nuclear  power 
plants  and  line  pipe. 

Our  coal  mines  have  vast  reserves 
totaling  hundreds  of  millions  — possi- 


bly more  than  a  billion  tons.  We've 
accelerated  exploration  of  these 
extensive  properties  to  determine  the 
quantity  of  both  metallurgical  and 
low-sulfur  "steam"  coal.  Like  the 
situation  at  our  Canadian  affiliate, 
Kaiser  Resources  Ltd.,  there  is  so 
much  coal  that  it  may  be  years  before 
we  know  exactly  how  much. 

As  energy  demands  place  greater 
reliance  on  "steam"  coal,  we're  set 
to  help  meet  those  demands.  Kaiser 
Steel  is  already  shipping  coal  to 
Colorado,  the  Eastern  U.S.  and 


Mexico.  And  Kaiser  Resources  is 
shipping  to  Eastern  Canada,  Japan, 
France  and  Denmark. 

Kaiser  Steel  pioneered  the  long- 
wall  mining  method  in  this  country. 
Along  with  the  railroads,  we  devel- 
oped the  unit-train  concept  in  the 
Western  U.S.,  Canada,  and  Australia. 
And  Kaiser  Resources,  one  of  the 
largest  coal  mines  in  the  world, 
is  introducing  hydraulic  mining 
techniques  in  Canada. 

We've  got  it.  And  we  know  how 
to  mine  it  and  move  it. 


VfetM  find  a  way  and  do  it 

For  our  latest  quarterly  report,  write  Kaiser  Steel  Corporation,  1334  KB,  300  Lakeside  Drive,  Oakland,  CA  94666. 


An  Easy  Way  to  Change  Jobs 

'  This  system  is  simple,  straight  forward  and  quick  -  but  it  works. 
Do  it  right  and  you  can  have  the  highest  earnings  of  your  career!' 


I  have  something  that  can  help  you 
earn  a  great  new  living,  beat  inflation,  and 
perhaps  even  make  you  rich! 

Now,  I  know  this  may  seem  hard  to 
believe,  but  I  can  also  prove  it  to  you! 

I  say  this  because  I  have  letters  from 
thousands  of  satisfied  customers,  .  .  .and 
a  product  which  has  been  praised  by  1 50 
leading  media! 

What's  more,  at  $12,  it's  an  incredible 
bargain,  and  I'll  even  give  it  to  you 
without  asking  you  to  risk  one  penny ! 

However,  first  let  me  tell  you  what  I 
have. 

I've  got  a  copyrighted  job  changing 
system  that  you  can  use  to  move  up  in 
your  field,  or  out  to  another  field,  but  at 
significantly  higher  earnings. 

It  took  myself  and  five  other  profes- 
sionals years  of  work  and  $250,000  to 
refine— but  it  worksl 

Furthermore,  it  doesn't  require  "ge- 
nius" and  it  doesn't  require  "luck."  All 
t  you  have  to  do  is  put  it  into  action. 

The  reason  we  developed  it  was  be- 
cause with  85  million  employed,  and  18 
million  circulating  resumes  each  year,  this 
area  was  ready  for  some  revolutionary 
ideas. 

We  knew  more  people  than  ever 
owned  prestige  cars  &  yachts,  summer 
homes  and  international  retreats,  as  well 
as  having  securities,  real  estate  holdings 
and  lots  of  cash  in  the  bank. 

In  short,  many  people  in  the  U.S.  are 
living  good  lives! 

At  the  same  time,  however,  the  great 
majority  have  no  excess  cash,  little  job 
security,  and  are  frequently  restless, 
bored  with  their  jobs,  commuting  long 
hours,  and  harrassed  by  inflation! 

We  asked  ourselves  how  do  people  get 
to  live  the  "good  life"? 

Well,  we  found  that  most  successful 
people  were  *  there  because  they  never 
wasted  time  fn  dead-end  situations! 

What  these  people  did  was  to  make 
crucial  job  changes,  and  parlay  their 
higher  earnings  into  small  fortunes! 

Take  a  look  at  the  economics! 

Do  you  realize  that  if  you  were  to 
change  jobs  after  every  4  years,  for  an 
average  increase  of  $4,000,  and  then  kept 
every  dollar  of'your  job  change  increases 
in  the  bank  at  6%,-that  in  20  years 
you'd  accumulate  an  extra  half  million 
dollars. 


Getting  raises  is  one  thing,  but  getting 
significant  increases  because  of  job 
changes  is  a  very  important  source  for 
wealth! 

The  next  question  then,  is  how  can 
you  easily  change  jobs?  This  is  where  the 
unique  system  we've  developed  fits  in. 

Our  system  can  work  for  anyone  from 
$8,000  to  $150,000.  Do  it  right  and 
you'll  gain  higher  earnings,  lifelong  job 
security,  but  most  of  all,  more  self 
confidence  than  you've  ever  had! 

This  is  because  once  you've  used  it, 
you'll  know  you  can  always  get  a  new 
job,— quickly  and  predictably. 

Perhaps  you're  wondering  why  our 
system  works?  Well,  it  works  because  it's 
a  completely  different  approach,  based 
on  totally  new  concepts. 

But,  also  because  it's  simple,  practical, 
and  self-tailoring.  You  could  start  next 
week— and  do  it  without  strain,  confusion 
or  worry. 

But,  there  is  one  catch!  You  won't  be 
a  success  if  you  go  back  to  old  methods 
for  dealing  with  recruiters  &  agencies,  for 
answering  ads  &  sending  out  letters,  for 
handling  interviews  &  negotiating  salary. 

To  make  more  money  without  a 
hassle,  you'll  have  to  be  willing  to  change. 
You'll  also  have  to  follow  our  system, 
have  an  open  mind  &  have  faith  in 
yourself. 

However,  do  this  and  a  better  life  can 
be  yours! 

With  our  system,  whatever  you  seek— 
a  better  job,  a  new  career,  higher  pay,  or 
more  satisfaction,—/  believe  nothing  can 
stop  your  success! 

Not  age,  sex,  education,  or  even  low 
earnings  or  past  working  history. 

Personnel  Magazine  said  we  have  a 
"breakthrough.  " 

Business  Week  called  it  "an  indispens- 
able aid, "  and  later  devoted  a  full  page 
article. 

The  National  Public  Accountant  even 
said  it  was  "capable  of  catapulting  any 
average  person  into  a  position  offering 
much  greater  rewards. " 

However,  your  best  proof  of  our  sys- 
tem is  that  we've  already  received  thou- 
sands of  letters  from  grateful  customers. 

Letters  like  one  from  a  gentleman  in 
California  who  wrote:  "In  4  weeks  I 
changed  jobs  and  raised  my  salary  33%!  I 
wish  I  had  it  10  years  ago!" 

Another  man  from  New  York  said  "/ 
used  one  of  your  letters,  sent  24  out,  and 
got  13  interviews  and  3  job  offers!" 


Still  another  from  California  said  "In 
just  1 1  days  I  received  an  offer  of  $  7, 000 
more!" 

I  know  this  sounds  almost  too  easy 
and  I  can't  promise  that  you  will  do  as 
well.  But,  then  again  you  may  do  better! 

Even  the  largest  business  magazine  in 
the  U.S.,  Nation's  Business,  said  our 
materials  were  "incredibly  effective. " 

Now,  if  you're  serious  about  wanting 
to  move  up,  then  I  know  that  our  system 
is  something  you've  got  to  have! 

In  fact,  I'm  so  convinced  that  you'll 
agree  that  it's  worth  hundreds  of  times 
the  cost,  that  I'll  make  sure  you  have 
nothing  to  lose. 

First  of  all,  when  your  order  arrives, 
we'll  ship  within  48  hours.  No  delays! 

Secondly,  you  can  examine  our  system 
for  1 0  days. 

Third,  if  at  the  end  of  that  time  you 
are  dissatisfied,  return  it,  &  I  personally 
guarantee  your  100%  refund  will  be 
mailed  in  3  working  days— with  no  ques- 
tions asked! 

To  let  me  prove  everything  I've  said, 
and  to  take  advantage  of  this  nothing-to- 
lose  offer,  just  fill  in  and  mail  me  the 
coupon  below.  Act  now  and  you'll  be  on 
your  way  to  earning  a  great  new  living. 

Performance  Dynamics  Inc.  fb 

Attn:  Mr.  Robert  Jameson,  President 

17  Grove  Avenue,  Verona,  New  Jersey  07044 

Dear  Mr.  Jameson: 

Your  offer  sounds  great!  Please  rush  me 
your  1974  Professional  Job  Changing  System 
right  away.  I  understand  I  may  examine  it 
for  10  days,  but  if  at  the  end  of  that  time  I 
return  it,  you  will  immediately  mail  my  full 
refund  and  with  no  questions  asked.  On 
that  basis,  here's  my  $12  +  .50  for  postage 
and  handling. 

D  Enclosed  is  my  check  or  money  order 
D  Chg.  Bank  Amer.     D  Chg.  Amer.  Expr. 
□  Chg.  Master  Chg.     D  Chg.  Diners  Club 


Acct.  W 


Exp.  Date 


Name 


Street 


City 


State 


Zip 


Please  note:  Shipment  is  via  parcel  post.  For 
spec.  del.  add  $1.50;  for  U.S.  air  add  $3.50; 
for  fgn.  air  add  $7.50 


New  Jersey  residents  add  sales  tax 


Mr.  Jameson's  ideas  have  been  the  subject  of  more  than  five  hundred  articles,  ranging  from  600  words  in  Business  Week  to  3,000  words  in  Chicago 
Today.  This  material  has  also  been  nationally  advertised  in  leading  media  including  The  Wall  Street  Journal,  Scientific  American,  Nation's  Business, 
Signature,  The  New  York  Times,  Neusweek  International,  The  Los  Angeles  Times,  American  Scientist,  Forbes,  Specialty  Salesman,  Success 
Unlimited,  Chemist,  The  Army  Times,  Dun's  Review,  The  Chicago  Tribune,  &  others.  ©  1974  Performance  Dynamics,  Inc. 


AS  YOUR  COMPANY  GROWS,  YOU  MAY 

FIND  THAT  YOUR  PENSION  PLAN  IS  RETIRING 

BEFORE  YOUR  EMPLOYEES  DO. 


,V  '" 
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Unfortunately,  the  chances  of  your  pension  plan 
taking  "early  retirement"  are  greater  than  ever  before. 

Simply  because  pension  planning  has  become  so 
complex:  growing  union  demands,  spiraling  inflation  costs, 
ever-changing  legislation.  All  good  reasons  for  a  growing 
company  to  seek  out  the  best  possible  pension  advice  and 
counsel.  As  offered  by  the  consulting  actuarial  division 
of  Alexander  &  Alexander  Inc. 

Through  first-hand,  in-person  consulting,  our  fully 
qualified,  professional  actuaries  can  show  your  company 
how  to  make  the  most  of  today's  changing  trends— and 
more  important,  tomorrow's. 


The  whole  idea  being:  to  help  your  company  pinpoint 
the  right  level  for  its  pension  costs,  streamline  its  plan 
administration,  and  let  you  get  the  most  out  of  your 
company's  hard-earned  money. 

For  more  information  on  pension  planning  and  other 
employee  benefits,  talk  to  us. 

We're  Alexander  &  Alexander.  Consulting  actuaries 
and  employee  benefit  specialists.  Risk  managers  for 
business  and  industry  worldwide.  Insurance  brokers,  agents 
and  consultants. 

Alexander  &  Alexander  Inc.,  Information  Services, 
Dept.  B,  1185  Avenue  of  the  Americas,  New  York,  N.  Y  10036 


Alexander 
g^fexandei 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


PARDON  FORD'S  QUAGMIRE 


"I  don't  think  the  public  would  stand  for  it,"  said  Gerald 
Ford,  when  asked  about  the  possibilities  of  a  pardon  for 
Nixon  during  the  Congressional  hearings  on  Ford's  nomi- 
nation as  Vice  President. 

He  was  so  right. 

He  should  have  listened  to  himself. 

Has  he  irreparably  blown  it?  Is  the  enormous  goodwill 
generated  during  his  first  30  days  in  the  White  House 
totally  beyond  recall?  Are  we  really  back  to  the  bitter  Nix- 
onian  Watergate  era? 


At  the  moment,  nearly. 

But  not  for  long. 

Ford's  incredibly  bad  timing  is  not  the  action  of  a  bad 
man  trying  to  cover  an  evil.  The  President  is  and  remains  a 
decent  man  who  did  a  dumb  thing,  attempting  to  cauterize 
a  cancer,  but  instead  bringing  on  a  massive  hemorrhage. 

That  deed's  done,  though,  and  it  can't  be  recalled. 

We've  no  choice  but  to  get  on  with  tackling  the  threat 
of  deep  recession,  unacceptably  high  unemployment  and 
the  curbing  of  inflation— all  at  the  same  time. 


IF  YOU  DON'T  HAVE  TO  SELL  YOUR  STOCKS 

don't. 

COMMISSION  RATES   ARE   UPSIDE   DOWN 


A  vital  ingredient  for  liquidity  in  the  stock  market  is 
the  small  investor.  For  a  lot  of  unarguably  logical  rea- 
sons, he  is  on  the  sidelines.  The  market  today  is  mostly  big 
institutional  block  transactions.  Not  necessarily  the  least 
among  the  reasons  for  the  odd-lot  and  100-share  individual 
staying  out  is  the  high  cost  of  buying  or  selling. 

Maybe  the  whole  business  of  brokerage  commissions  is 
structured  upside  down.  Maybe  the  cost  of  small  trans- 
actions should  be  halved,  and  the  cost  of  blocks  upped. 

The  little  guy  is  essential  for  liquidity,  essential  for  a 
meaningful  stock  market.  A  lower  commission  rate  would 
help  his  return. 

And,  after  all,  a  firm's  ability  to  handle  big  block  trans- 
actions is  of  enormous  value.  Never  mind  that  a  lot  of 
that  knowhow  cannot  be  given  a  tangible  value— it's  there 
and  should  be  charged  for  even  if  the  literal  paperwork 
is  small  in  relation  to  the  potential  profit. 


For  the  institutions  who  must  get  in  and  out  in  large 
stock  hunks,  having  the  participation  of  tens  of  thousands 
of  individual  buyers  and  sellers  makes  for  market  viability. 
Their  chintzing  on  rates  is  proving  far  more  costly  to  the 
market  mechanism  than  the  relatively  little  "savings"  they 
thus  extract. 

As  for  those  who  say  their  lawyers  advise  that  they 
must  take  the  cheapest  rate  or  be  suable  for  fiduciary 
negligence— they  must  have  legal  counsels  with  ambulance- 
chasing  mentalities.  Fiduciary  irresponsibility  lies  with 
those  who  are  wrecking  the  mechanism  for  stock  market 
viability,  stock  market  liquidity. 

Unless  they've  got  a  Better  Way— not  so  far  unveiled— to 
handle  the  exchange  of  securities,  the  institutions  had 
better  start  helping  to  support  the  one  they've  got.  Or 
they'll  pay  far  higher  prices  when  the  present  system  is 
dead  and  gone. 


FORBES,  OCTOBER  1,  1974 


17 


A  SUGGESTION  WORTH  EXPLORING 

One  proposal  to  spur  the  savings  that  are  the  principal 
source  of  home  mortgages  is  to  make  interest  from 
such  deposits  tax  free  in  whole  or  a  substantial  degree. 
The  idea  is  worth  careful  examination. 

PUTTING  IT  TO  HIM 


The  chairman  of  Bell  Canada,  R.C.  Scrivener,  is  a  most 
feisty  fellow.  Recently  he  told  us  that  his  company  was 
nose-to-nose  and  looking  to  out-nose  IBM  Canada  in  bank 
data  communications  systems. 


"I  offered  their  Canadian  headman  a  job  with  us  and 
he  turned  it  down,"  said  Scrivener. 

"I  said  to  him,  'You'd  better  consider  it  before  our  gains 
lose  you  the  job  you've  got!' " 


ME  'N  HENRY  GOT  THE  WW  II  JOB  DONE 


Have  I  ever  told  you  about  how  Henry  Kissinger  and  I 
served  together  as  privates  in  the  84th  Infantry  Division, 
which,  along  with  some  other  outfits,  won  World  War  II? 

Henry  was  "discovered"  in  the  84th  Division  not  too 
long  before  I  was  "found"  by'  a  German  bullet  through 
my  left  leg. 

Henry  was  yanked  from  our  84th  Division  "Railsplitter" 
ranks  by  the  Pentagon's  fabled  dynamo,  Fritz  Kraemer, 
then  a  unique  84th  Infantry  private  just  like  Henry  'n  me. 

The  tale  is  told  in  the  absorbing  biography  Kissinger, 

by  Marvin  and  Bernard  Kalb: 

[Kissinger  was]  at  Camp  Clairborne,  Louisiana,  as  a 
foot  soldier  in  the  84th  Infantry  Division.  .  .  .  [One] 
Saturday  morning  in  a  cavernous  GI  movie  house,  with 
1,200,  including  Kissinger,  in  the  audience,  Kraemer 
spoke  eloquently  about  the  moral  necessity  of  fighting 
the  Nazis.  The  impact  of  the  extrovert  on  the  introvert 
was  profound.  Kissinger  was  stirred  to  do  something  he 
had  never  done  before— write  a  fan  letter.  "Dear  Pvt. 
Kraemer,"  it  read.  "I  heard  you  speak  yesterday.  This 
is  how  it  should  be  done.  Can  I  help  you  somehow?" 
It  was  signed:  "Pvt.  Kissinger." 

Private  Kraemer  was  impressed.  "I  saw  him,"  he  re- 
calls, "because  his  letter  had  no  frills.  None  of  that  'ex- 
hilarating,' 'wonderful,'  et  cetera,  stuff  I  dislike.  'This—'  I 
said— 'This  is  a  man  of  discipline  and  initiative.' " 


The  meeting  between  these  two  ex-Germans  was 
one  of  the  minor  events  of  World  War  II,  yet  it  had  a 
fallout  that  was  to  reach  into  future  decades.  "After  my 
first  twenty  minutes  of  conversation  with  Henry," 
Kraemer  recalls,  in  a  story  he  has  been  called  upon  to 
tell  more  than  once,  "I  had  a  most  astounding  ex- 
perience. I  met  a  20-year-old  who  as  yet  knew  nothing 
but  understood  everything.  I  said  it  to  myself,  of  course 
—not  to  Henry.  This  would  be  tactless.  You  don't  tell 
a  20-year-old,  'You  know  nothing.'  But  his  qualities 
were  visible  from  the  very  beginning.  A  natural 
phenomenon.  I  said  to  myself,  'This  is  amazing.  He 
is  not  the  usual  type.  He  has  a  sixth  sense  of  musicality— 
historical  musicality.'  It  was  not  his  knowledge.  He  was 
so  young.  But  he  had  the  urgent  desire  not  to  under- 
stand the  superficial  thing,  but  the  underlying  causes. 
He  wanted  to  grasp  things." 

Years  later,  he  would  often  be  described  as  Kis- 
singer's "discoverer,"  a  compliment  that  sends  the  dis- 
coverer into  a  fury.  "Not  discovered,"  he  roars  proudly. 
"That  is  too  arrogant.  What  I  was  doing  was— well,  I 
evoked  him  to  himself.  I  would  tell  him,  'Henry,  you 
are  something  absolutely  unique,  you  are  unbelievably 
gifted.'  I  was  only  a  psychological  catalyst." 

The  reason  for  not  having  called  your  attention  to  my 
early  association  with  Genial  Genius  Henry  is  because  I 
never  knew  we  were  WW  II  buddies  in  the  same  outfit 
until  a  couple  of  weeks  ago— when  I  read  the  book. 


TUESDAY 

Toughest  day  of  the  week. 

It's  too  far  past  the  good  memories  of  the  past 

weekend,  and  too  far  ahead  of  the  next  one. 

WHY  DO  CORPORATE   MANAGERS   TELL  ALL 

to  outside  management  consultants  and  clam  up  with  in-      to  replace  all  the  vice  presidents  and  managers  to  whom 
house  talent  trying  to  do  the  same  sort  of  analysis?  they  talk.  A  called-in  management  consultant  usuall)   set 

Principally  because  the  outside  experts  are  not  seeking       ties  only  for  the  CEO's  job. 

MEBBE  THE  NEW  YORK  TIMES'   MANAGEMENT 

should  read  its  editorial  page.  In  the  same  day's  paper      price  of  the  paper,  there  was  another  of  those  Incessant 
announcing  on  the  front  page  an  increase  of  33%  in  the      editorials  calling  for  price  controls. 


THE  HARDEST  WORK 

is  trying  to  avoid  it. 


ABILITY 

will  never  catch  up  w  ith  the  demand  lot  it 
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-MALCOLM  S.  FORBES, 

Editor-in-Clnel 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


How  To  Beat  Inflation 

Don't  just  sit  there,  build  an  ark. 

—London  Economist. 

Caption  on  cover  picturing  Prime  Min- 
ister Wilson  and  Opposition  Leader 
Heath  relaxing  on  the  grass  under  a 
Union  Jack  umbrella. 

Would  You  Believe  It? 

The     following     observations 
were  reported  in  the  St.  Louis 
Post-Dispatch  as  coming  from 
one  Arthur  C.  Meyers  Jr.,  de- 
scribed as  chairman  of  the  Eco- 
nomics Department  at  St.  Louis 
University: 
All   the   stock  market   is   doing   is 
letting    people    who    own    securities 
have  an  avenue  to  get  out  of  their 
investments.    It's    owned   by    dealers 
to  provide  a  way  of  living  for  those 
dealers. 

The  little  guy  who  holds  stock 
may  see  the  value  go  down,  but  the 
dealer  doesn't  care  if  the  market  rises 
or  falls  because  he  can  make  a  com- 
mission every  time  he  sells. 

Why  is  everyone  so  upset?  It's  all 
a  game.  The  stock  market  game  should 
not  be  able  to  throw  the  country 
into  turmoil.  If  you've  been  caught 
in  the  game,  you  can  wring  your 
hands.  And,  if  you  haven't,  you  can 
go  calmly  about  your  business. 


Freedom  for  Advertising 

Why  is  it  that  journalists,  in  re- 
sponding to  criticism,  seldom  fail  to 
remind  us  of  the  benefits  of  a  free 
press  and  the  horrors  of  the  alterna- 
tives—all in  a  way  that  makes  the 
subject  personally  important?  And 
why  do  so  few  advertising  advocates 
seem  able  to  make  a  similarly  telling 
case  for  freedom  of  expression  in  com- 
merce and  the  beneficial  freedom  of 
choice  it  makes  possible? 

Why,  with  an  increasingly  demon- 
strable sense  of  responsibility  over  the 
last  few  decades  that's  at  least  as 
impressive  as  that  of  journalism,  does 
advertising  have  fewer  voices  raised 
in  its  behalf? 

—John  E.  O'Toole,  President, 
Foote,  Cone  &  Bel  ding. 

Lest  We  Forget 

Like  all  print  people,  I'm  ambiva- 
lent about  television  but  I  try  not  to 
lose  sight  of  the  basic  fact  that  Amer- 
icans are  better  informed  than  they 
have  ever  been  because  of  it.  It  is 
one  thing  to  say  that  television  is 
superficial  and  often  misinformed— it 
was  sometimes  both  during  the  [Wa- 
tergate] hearings— but  it's  another 
thing  to  remember  that  the  daily  cir- 
culation of  the  New  York  Times  is 
875,000,  not  30  million.  More  people 


are  simply  getting  more  information 
these  days.  I  do,  however,  occasional- 
ly wish  that  television  would  grow 
up  or  shut  up. 

—Richard  Reeves, 
New  York  magazine. 

Going  to  Pot 

A  few  years  ago,  a  pair  of  pot- 
ters in  Vermont,  Armand  Henault  and 
Jack  O'Leary,  decided  while  drinking 
in  a  tavern  to  use  each  other's  cremat- 
ed remains  in  making  pottery. 

"You  know,"  Henault  recalled  tell- 
ing his  friend,  "we  use  animal  bone 
ash  in  making  our  pots.  Now  wouldn't 
it  be  a  good  idea  if  we  made  vows 
to  use  each  other's  ashes  after  we 
die  to  make  a  nice  pot?" 

The  men  drew  up  a  legal  contract. 
As  it  turned  out,  O'Leary  died  some 
weeks  later,  and  his  widow  delivered 
the  ashes  to  Henault. 

"I  made  a  nice  pot  out  of  the 
ashes,"  Henault  said.  "It  wasn't  like 
a  bookend  or  something  like  that— 
that  wouldn't  have  been  very  taste- 
ful. But  it  was  a  nice  pot  that  she 
put  on  the  mantlepiece." 

Word    of    the    unique    method    of 

memorializing  the  departed  has  spread, 

and   Henault   now   makes    over   half 

his  income  turning  remains  into  urns. 

—The  Los  Angeles  Times, 

quoted  in  National  Lampoon. 


IF  I  HAD  THE  PRESIDENT'S   EAR 

•  by  M.S.  Forbes  Jr. 


President  Ford  has  been  hold- 
ing conferences  with  the  "best 
minds"  from  various  sectors  of  our 
economy  to  get  their  advice  on 
what  to  do  about  inflation.  Since 
my  invitation  must  have  got  lost  in 
the  mail,  I'll  set  forth  the  solutions 
here  rather  than  directly  to  the 
President. 

First,  of  course,  we  must  have  a 
Federal  budget  surplus,  which  can 
be  most  speedily  accomplished  by 
a  fat  rise  in  the  gasoline  tax.  Every 
penny  a  gallon  added  to  the  tax 
raises  $1  billion  in  federal  revenues. 
Part,  and  only  part,  of  that  new 
revenue  should  go  for  a  lower-in- 
come tax  cut. 

While  moving  for  higher  gas 
taxes,  the  President  should  jaw- 
bone consumers  against  buying  gas- 
guzzling  autos.  To  give  credence 
to  his  call,  Mr.  Ford  might  prohibit 
the  Government,  which  purchases 
50,000  new  cars  a  year,  from  buy- 


ing any  more  of  these  behemoths. 

Second,  the  President  should 
"suggest"  to  Arthur  Burns  that  he 
continue  easing  up  on  the  money 
supply  and  interest  rates.  Infla- 
tion won't  be  cured  by  bankrupt- 
ing banks,  utilities,  etc.  The  pros- 
pect of  a  healthy  budget  surplus 
should  let  Arthur  Burns  loosen  his 
grip  on  the  monetary  spigot  with 
a  clean  conscience. 

The  President  might  mention  to 
Mr.  Burns  that  the  next  time  the 
Fed  opts  for  tight  money,  it  should 
make  more  vigorous  use  of  Regula- 
tion Q.  If  the  Fed  had  put  a  ceil- 
ing on  what  banks  could  pay  for 
CDs  a  year  ago  and  coupled  that 
with  stiff  controls  on  Eurodollar 
borrowings,  the  banks  would  have 
had  to  start  saying  no  to  customers 
a  heck  of  a  lot  sooner. 

Third,  Mr.  Ford  should  ready  a 
public  works  program  in  case  un- 
employment rises  significandy. 


Fourth,  the  President  should 
send  Henry  Kissinger  to  work  his 
charms  on  OPEC  over  the  price  of 
oil.  Even  if  the  Arabs  lend  the  mon- 
ey back  as  soon  as  they  get  it,  the 
interest  charges  alone  could  end 
up  breaking  the  backs  of  many 
consumer  countries. 

The  Arabs  are  courting  disaster 
if  they  think  they  cai.  keep  raising 
oil  prices  as  the  mood  fits  them. 
The  Persian  Gulf  states  will  find 
that  money  is  no  substitute  for  a 
strong  military,  and  these  sheik- 
doms simply  don't  have  enough 
people  for  that. 

What  should  the  President  do  to 
help  business  raise  needed  capital? 
All  of  the  above.  As  inflation  re- 
cedes, so  will  the  difficulty  in  rais- 
ing new  money. 

Inflation  may  disappear  of  its 
own  accord.  But  I  wouldn't  want  to 
stake  my  election  chances  on  it.  I 
hope  President  Ford  doesn't  either. 
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How  packaging  makes  it  possible 
for  you  to  eat  when  you're  hungry. 


10.  A  lot  of  the  packaging  that 
makes  our  way  of  life  possible  is 
a  product  of  the  forest.  Which  is 
America's  only  major  renewable 
resource.  And  since  Nature's 
laws  govern  the  productivity  of 
the  forest,  you  can  be  sure  we're 
following  Her  laws.  And  yet  pro- 
duce more  wood  per  acre  than 
Nature. That's  why  we  can  say 
we're  serving  Man  and  Nature  to 
the  benefit  of  both. 


9.  This  is  our  contribution  to 
world  health.  Our  IR  insect  resist- 
ant shipping  bag.  Notice  all  the 
layers  of  kraft  paper-very  strong, 
very  light  and  relatively  inex- 
pensive. The  top  layer  is  coated 
with  an  insect  repellent.  The 
only  one  the  USDA  permits  in  a 
food  package. 


8.This  is  how  peanuts  are  stored 
in  Senegal.  An  open  invitation  to 
insects.  And  this  kind  of  thing 
needn't  happen.  Because  we've 
developed  simple,  inexpensive 
packages  that  completely  foil 
most  insects. 


I.The Twenties  weekend  eating 
pattern  People  still  ate  three 
squares  a  day.  Everyone  in  the 
family  was  at  every  meal.  And 
Mother  prepared  everything 
from  scratch. 


2.Today's  weekend  eating  pat- 
tern. Everybody  eats  when 
they're  hungry.  Which  one  expert 
says  is  55  times  over  a  weekend 
for  a  family  of  four.  Obviously 
these  aren't  sit-down  meals.  And 
obviously  most  of  these  foods 
are  prepared  outside  the  home. 


7. The  reason  is  simple.  Most 
countries  have  very  little  packag- 
ing technology.  The  ones  men- 
tioned above  have  almost  none. 
They  either  depend  on  the  pack- 
age Nature  devised -such  as 
this  peanut -or  none  at  all,  as  in 
the  case  of  grains. 


6.  But  there's  more  to  threaten 
unprotected  food  than  breakage, 
light  and  climate.The  amount  of 
world  food  destroyed  by  insects 
is  staggering.  Up  to  50%  of  the 
grain  harvested  in  Somalia  was 
destroyed  by  insects  and  rodents 
in  one  year  And  20%  of  the  food 
grains  in  India  Most  of  it  before 
it  even  gets  to  the  consumer. 


3.  In  fact,  today's  mobile  lifestyle 
demands  snacks.  Which  depend 
for  their  very  existence  on  pack- 
aging.The  barrier  between  them 
and  a  harsh  world.  And  a  lot 
more  technology  goes  into  mak- 
ing packaging  than  you  might 
think.  Potato  chips,  for  instance, 
are  not  only  highly  breakable,  but 
also  can  be  ruined  by  humidity 
and  light.  So  their  packaging  has 
to  prevent  all  that.  And  do  it 
cheaply. 


4.  We  make  every  kind  of  snack 
package  you  can  imagine.  Which 
means  millions  of  folding  cartons 
and  plastic  bags.  But  we  also 
make  packages  that  protect  food 
m  bulk  form.  Our  corrugated 
boxes  for  instance,  and  our  kraft 
paper  shipping  sacks  which  pro- 
tect all  kinds  of  powdered  and 
granular  foods.  If  you  look  at 
this  map  you'll  see  that  most  of 
the  country's  food  production  is 
centralized  today.  Without  pack- 
aging this  distribution  system 
simply  wouldn't  work. 


5.This  knocked-down  corru- 
gated box  of  ours  is  the  work- 
horse of  the  California  to  East 
Coast  fruit  and  vegetable  run. 
It's  wax-impregnated.  And,  be- 
lieve it  or  not,  can  carry  vege- 
tables packed  in  chipped  ice 
2,751  miles  without  going  to 
pieces.  It's  just  one  example  of 
how  packaging  is  the  silent  part- 
ner in  distribution 
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The  World  of  Fruehaui: 

If  s  expanding  into  new  worlds 
of  opportunity  on  every  continent. 

Go  almost  anywhere  world-wide  and  you'll  see  a 
rapidly  expanding  world  of  Fruehauf.  We're  now 
manufacturing  in  18  countries,  and  selling  and  servicing 
our  products  through  subsidiaries,  affiliates  and 
licensees  in  87  countries. 

As  a  result,  we  now  have  a  world  of  opportunity  on 
every  continent.  You'll  find  our  products  at  work  in 


the  vineyards  of  France,  lumbering  in  Sweden,  helping 
harvest  the  sea  in  Japan,  loading  and  unloading  in  Isra« 
transporting  coffee  in  Brazil,  and  containerizing  produc 
around  the  world  for  efficient  shipment  to  markets  aroun 
the  world.  And  to  add  impetus  to  the  expanding  world 
of  Fruehauf,  we're  also  financing  our  products,  facilities 
and  systems  on  an  international  scale. 

This  global  involvement  is  one  of  the  reasons 1 

the  world  of  Fruehauf  is  now  a  billion  dollar 
world  of  Total  Transportation.  For  an 
in-depth  look,  write  for  our  Annual  Report. 
Fruehauf  Corporation,  Dept.  FO-104, 
10900  Harper,  Detroit,  Mich.  48232. 
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Forbes 

Bigness  Is  Okay; 
Badness  Is  Not 


That  seems  to  sum  up  the  approach 

the  Justice  Department's  new  antitrust  chief 

is  bringing  to  his  job. 


What  should  be  the  goal  of  anti- 
trust policy?  Should  it  have  the  broad, 
philosophical  aim  of  preventing  big- 
ness and  monopoly?  Should  it  take  a 
hard  line  on  mergers?  Or  restrict  it- 
self to  preventing  price-fixing? 

Under  recent  administrations— 
sometimes  even  in  the  Nixon  Ad- 
ministration—there was  often  a  pro- 
nounced bias  against  bigness.  But 
now  there  may  be   a  major  switch. 

Thomas  Kauper,  39,  has  been  run- 
ning the  Antitrust  Division  as  As- 
sistant Attorney  General  since  1972. 
But  under  the  Ford  Administration 
Kauper  will  have  a  major  role  in 
shaping  antitrust  policy.  The  current 
Attorney  General,  former  Senator  Wil- 
liam Saxbe,  gives  his  subordinates 
much  more  autonomy  than  his  prede- 
cessors did.  Already  Kauper  has  re- 
organized his  361-man  professional 
staff  to  emphasize  on-going  economic 
analysis  of  pricing  policies  in  con- 
centrated industries— something  that 
hasn't  been  a  traditional  activity  of 
the  Division. 

Kauper 's  views  may  be  good  news 
for  big,  successful  companies  like 
Eastman  Kodak,  General  Motors  and 
Xerox:  Kauper  clearly  does  not  think 
bigness  or  market  dominance  is  bad 
per  se.  Neither  does  he  seem  to  have 
the  bias  against  conglomerate  mergers 
that  characterized  several  of  his 
predecessors.  But  this  doesn't  mean 
that  Kauper  will'  be  a  patsy  for  busi- 
ness. He  told  Forbes: 

"Our  immediate  concern  is  price- 
fixing.  I  don't  think  anyone  will  dis- 
pute the  proposition  that  it's  infla- 
tionary. And  anytime  the  whole  econ- 
omy is  going  through  a  series  of  price 
increases  it  becomes  easier  to  disguise. 
You  can  always  say,  'Well,  costs  in- 
creased,' or  'We  have  shortages.' 

"What  one  tends  to  find,  however, 
is  not  overt  price-fixing  but  agreement 
on  what  might  appear  to  be  side  is- 
sues. Prices  remain  very  similar;  each 
firm  recognizes  that  it's  not  in  its  in- 
terest to  cut  them.  But  they  have  to 


make  sure  some  people  don't  cheat, 
so  you  may  find  agreement  on  things 
like  terms  of  shipment  or  cash  dis- 
counts for  payment  that  are  really 
ways  of  keeping  people  from  reduc- 
ing prices. 

"A  major  structural  case  won't  help 
us  now.  Those  take  a  long  time.  And 
even  if  you  win  a  monopoly  case  in  in- 
dustry X,  it's  not  terribly  likely  that 
executives  in  industry  Y  will  read  it 
and  say,  'Gee  whiz,  we  look  like  we're 
in  the  same  boat;  let's  get  things 
straightened  out.'  For  the  kinds  of 
things  I'm  talking  about,  relief  can 
be  quick,  and  criminal  prosecution 
has  some  deterrent  effect." 

That  is  important  for  what  it  says, 
and  perhaps  more  important  for  what 
it  does  not  say.  No  talk  here  of  big- 
ness, or  of  market  dominance.  In  fact, 
Kauper  goes  on  to  add  that  this  worst 
of  antitrust  crimes  often  happens  in 
a  local  rather  than  a  national  setting: 
"I'm  thinking  of  the  kind  of  thing 
that  might  occur  in  a  given  market 
for  concrete  or  concrete  blocks.  It  in- 
volves smaller  companies  that  may 
engage  in  plain,  simple,  unadulterat- 
ed price-fixing  of  the  old-fashioned 
kind.  They  meet  for  lunch  monthly 
and  go  over  everybody's  price  list. 

"I've  spoken  to  business  groups, 
and  I'm  always  told  that  doesn't  hap- 
pen any  more.  But  it  does,  and  regu- 
larly. For  that  kind  of  thing  we  may 
have  to  act  in  a  community  just  be- 
cause no  case  has  been  filed  there  for 
some  years.  If  somebody  goes  to  jail, 
it  has  a  pretty  conspicuous  impact." 

As  if  to  emphasize  his  preoccupa- 
tion with  price-fixing,  Kauper  goes  on 
to  develop  its  implications  in  the  ser- 
vice industries:  "Price-fixing  is  a  com- 
mon feature  in  many  services.  It  may 
be  described  as  a  code  of  ethics  or 
go  under  a  whole  variety  of  names. 
But  essentially  it's  an  agreement  that 
says,  'We're  not  going  to  compete 
on  price.'  I'm  not  sure  why  these  prac- 
tices developed  the  way  they  have. 
I   suppose   there  has   been   a  notion 


Kauper  of  Antitrust 

that  some  of  these  people  are  more 
or  less  immune  from  the  antitrust 
laws.  They  think  they're  not  engaged 
in  interstate  commerce,  or  that  'learn- 
ed professions'  are  exempt. 

"We've  already  filed  a  lot  of  cases, 
at  first  concerning  mainly  the  profes- 
sions—architects, engineers,  now  law- 
yers. The  case  we  filed  against  the 
Oregon  State  Bar  Association  is  a  fee- 
fixing  case;  it  attacks  minimum  fee 
schedules.  We've  been  in  lots  of  real 
estate  cases  over  fixed  commission 
rates.  Now  we're  going  to  get  in- 
volved in  other  kinds  of  services, 
things  like  building  maintenance  and 
trash  hauling.  We  also  have  signifi- 
cant resources  dedicated  to  the  medi- 
cal profession." 

Still  hearing  nothing  about  bigness, 
we  asked  him  directly:  What  about 
sheer  size?  His  interesting  answer: 

"The  objections  to  that  are  really 
more  political  or  social  than  econom- 
ic. It's  not  clear  to  me  that  size  in 
and  of  itself  is  an  economic  problem. 
I  don't  think  even  the  classic  trust- 
buster  was  just  thinking  about  attack- 
ing size.  If  somebody's  suggestion  is 
that  we  ought  to  have  some  maximum 
corporate  size,  then  I  think  you  need 
a  new  weapon.  The  antitrust  laws 
don't  deal  with  size:  They  aim  at 
competitive  effects." 

If  size  is  not  a  sin,  we  asked,  what 
about  monopoly?  If  a  company  earns 
a  monopoly  profit  but  does  it  honest- 
ly, is  that  okay? 

"The  question  of  monopoly  is  a 
very  different  issue,"  Kauper  respond- 
ed.   "You   always   have   the   concern 
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that  \ou  might  be  penalizing  the  firm 
that  happens  to  be  more  efficient  than 
anyone  else.  Nobody  has  ever  suggest- 
ed that  this  applies  in  price-fixing  or 
joint  agreement  situations.  There's  no 
efficiency  there. 

"We  don't  really  have  a  great  deal 
of  single-firm  monopoly  in  the  U.S. 
Of  course,  a  lot  of  businessmen  are 
probabl)  motivated  by  the  notion  that 
that's  where  they'd  like  to  get:  It's  the 
carrot  we  hold  out  to  them.  But  if 
you  hold  out  the  carrot,  you  can't 
turn  on  the  winner  simply  because 
he  has  been  successful.  Besides,  it's 
probably  true  that  if  no  artificial  tac- 
tics are  used,  no  restraining  devices, 
a  firm  can't  hold  a  monopoly  position 
very  long.  I  think  our  whole  system 
contemplates  that  there  will  probably 
be  some  moments  of  temporary  mo- 
nopoly. That's  what  induces  other 
people  to  enter  a  market." 

The  Meaning 

The  implications  of  that  are,  to  put 
it  conservatively,  enormous.  Bluntly, 
they  suggest  a  General  Motors  could 
grow  from  40%  to  50%  of  the  auto 
market  to  70%  or  80%,  provided  it  got 
there  by  sheer  efficiency.  Or  that  East- 
man Kodak  or  Xerox  could  become 
even  more  dominant  in  their  fields 
than  they  are  today,  assuming  that 
they  rely  solely  on  their  expertise  and 
keep  prices  low.  Or  that  ITT  need  no 
longer  fear  antitrust  prosecution,  for 
Kauper  gave  no  hint  of  wanting  to 
take  out  after  conglomerate  bigness. 

This  also  suggests  that  the  Justice 
Department  won't  blow  the  whistle 
if  a  conglomerate  decides  to  enter  a 
business  through  a  major  acquisition. 
Straw  in  the  wind:  So  far  no  com- 
plaint has  been  lodged  against  Mobil 
Oil's  buying  control  of  Marcor.  "We 
may  very  well  conclude  that  the  inter- 
jection of  a  corporate  giant  into  a  par- 
ticular industry  is  bad  because  of  the 
restraints  it  could  bring  to  bear,"  says 
Kauper.  "But  we  would  transform  the 
size  issue  into  a  competitive  issue." 

Will  Kauper's  concept  of  antitrust 
outlast  the  Administration  of  which  he 
is  a  part?  Will  it  even  be  supported 
by  that  Administration,  when  the  po- 
litical chips  are  down?  That  remains 
to  be  seen.  But  whatever  one's  philo- 
sophic preferences,  the  fact  remains 
that  Kauper  is  taking  an  original  view 
of  antitrust  and  its  impact  on  the 
citizen.  What  he  is  suggesting  is  that 
allowing  businesses  to  be  big  may 
have  some  worthwhile  advantages  for 
our  economy,  but  that  letting  busi- 
nessmen undermine  the  rigorous  pres- 
sures of  competition  never  does.  He 
seems  to  realize  that  the  bloated  hos- 
pital fee  or  real  estate  commission 
does  the  consumer  more  harm  than 
IBM's  profits,  however  large.  ■ 
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Going  Broke  In  Style 

If  at  first  you  don't  succeed  . . . 

try  bankruptcy.  It  seems  to  be  working  very  well 

for  builder  Walter  Kassuba. 


To  many,  going  bankrupt  means  the 
creditors  come  and  cart  away  your 
color  TV.  Anybody  who  thinks  this  is 
the  way  it  always  happens  simply 
never  heard  of  Walter  Judd  Kassuba 
of  Palm  Beach,  Fla.,  a  225-pound 
mixture  of  brass  and  charm. 

Kassuba  has  just  made  history:  His 
Chapter  11  bankruptcy  proceeding  is 
the  largest  in  history.  Kassuba's  en- 
tire realty  empire,  once  valued  at 
$800  million,  is  involved.  But  don't 
weep  for  Walter.  "Kassuba,"  com- 
plains a  creditor,  "will  come  out  of 
this  like  a  gold-plated  rose." 

Kassuba's  bankruptcy  didn't  attract 
the  headlines  that  that  of  William 
Zeckendorfs  Webb  &  Knapp  did  in 
1965.  Kassuba  wasn't  as  spectacular. 
He  specialized  in  building  and  man- 
aging apartment  complexes,  shopping 
centers,  mobile  home  parks  and  Holi- 
day Inns.  But  where  Zeckendorf  went 
into  his  bankruptcy  proceedings  with 
accrued  liabilities  of  $60  million,  Kas- 
suba went  with  no  less  than  $500 
million  in  debts. 

And  yet,  unlike  Zeckendorf,  Kas- 
suba is  likely  to  come  out  of  Chapter 
11  without  losing  control  of  his  en- 
tire empire. 

The  Bailout 

The  deal  that  could  save  Kassuba 
is  intricate.  The  lenders  are  even  more 
closemouthed  than  usual,  but  it  seems 
obvious  that  some  of  Kassuba's  credit- 
ors are  going  to  take  a  bath.  The  deal 
involves  69  separate  properties,  along 
with  75  lenders  and  carloads  of  law- 
yers. Kassuba  will  lose  some  of  his 
properties  but  probably  will  be  able 
to  keep  many  others.  He  will  also 
come  out  of  the  deal  with  $8  million 
in  cash  and  cash  equivalents,  plus  $31 
million   in   junior   mortgage   notes.    If 


the  deal  works  out,  Kassuba  will  be 
clear  of  $239  million  in  secured  in- 
debtedness, $45  million  of  it  personal- 
ly guaranteed.  And  if  the  remaining 
deals  in  the  reorganization  work 
out,  he  could  have  a  new,  untainted 
company. 

Kassuba's  rescuer  is  another  real  es- 
tate man,  John  Kusmiersky,  a  West 
Coast  lawyer  who  has  put  together  a 
syndicate  to  take  over  half  of  Kassu- 
ba's properties  for  $285  million.  Kus- 
miersky is  new  to  the  big  time.  Until 
this  deal,  he  operated  out  of  a  real 
estate  syndication  firm  called  Income 
Equities  Corp.,  whose  president  is  one 
A.  Bruce  Rozet  of  Beverly  Hills.  Re- 
member Rozet?  He  ran  the  Common- 
wealth United  Corp.,  the  giddy  con- 
glomerate that  at  one  time  involved 
such  promoters  as  Fred  Carr  and 
Burt  Kleiner. 

Few  of  the  names  on  Kusmiersky's 
list  of  15  fellow  syndicators  in  the 
Kassuba  deal  have  surfaced.  Those 
that  have:  ex-used  car  dealer  and  la- 
ter National  General  chairman  Eu- 
gene Klein  (who  now  devotes  full 
time  to  his  San  Diego  Chargers  foot- 
ball team ) ;  Jack  Ostrow,  who  is  busi- 
ness manager  for  such  movie  stars 
as  Burt  Lancaster;  and  the  competi- 
tive Bobby  Riggs. 

The  high-tax-bracket  investors  will 
get  a  few  years  of  sheltered  income, 
and  Kusmiersky's  personal  cut  of  the 
deal  reportedly  could  make  him  a 
rich  man. 

The  reason  everything's  coming  up 
roses  for  Kassuba  and  Kusmiersk)  is 
that  the  lenders  are  yielding  to  reality. 
They're  settling  for  stretched-oul 
mortgage  payments  and  reduced  in 
teres!   rates,  and  in  some  eases  .lie  de 

daring  moratoriums  for  u  long  as  two 
years.  The  lenders  include  the  likes  ol 
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John  Hancock  Mutual,  Chase  Man- 
hattan, Connecticut  Mutual,  Metro- 
politan Life  and  a  dozen  big  real 
estate  investment  trusts. 

Explains  a  prominent  West  Coast 
mortgage  banker:  "Kassuba  had  a 
liquidity  problem,  so  he  threw  every- 
thing into  bankruptcy,  got  the  lend- 
ers to  where  they'd  do  anything- 
accrue  interest,  agree  not  to  take  pay- 
ments—leaving Kassuba  to  work  it  out 
at  his  leisure.  It  is  a  really  beautiful 
maneuver." 

What  Kusmiersky  delicately  calls 
this  "reduction  in  debt-service  con- 
stants" was  reportedly  essential  to 
staving  off  foreclosure  on  some  prop- 
erties and  perhaps  eventually  a  far 
more  severe  Chapter  10  bankruptcy 
for  Kassuba.  One  insider  says  debt 
service  on  some  properties  was  re- 
portedly 60%  of  gross  rental  income, 
and  one  industry  source  estimates  that 
on  some  projects  it  pushed  expenses  to 
105%  of  gross  income.  A  former  Kas- 
suba official  says  monthly  payments 
on  chattel  mortgages  alone  equaled 
the  payments  on  long-term  debt. 

The  reasons  behind  Kassuba's  plight 
go  beyond  the  usual  troubles  with 
tight  money.  When  he  built  and  man- 
aged apartments,  he  prospered— on  a 
small  scale.  But  he  set  his  eye  on  the 
big  time,  and  expanded  far  beyond 
his  cash  resources.  He  took  out  par- 
ticipation loans  with  escalating  inter- 
est clauses;  he  rewrote  other  loans  4% 
to  5%  above  the  floating  prime  rate. 
He  also  put  chattel  mortgages  on  such 
items  as  dry  wall  and  kitchen  cabi- 
nets, which  few  had  thought  to  chat- 
tel before. 

The  Careful  Bankers? 

All  this  suggests  that  the  lenders 
were  less  careful  than  they  might 
have  been  with  their  depositors'  and 
policyholders'  money.  It  is  something 
of  a  mystery  why  the  lenders  ever 
let  Kassuba  get  so  deep  into  their 
treasuries. 

As  far  back  as  the  spring  of  1973, 
Kassuba  apparently  knew  he  was  in 
trouble  and  tried  peddling  some  prop- 
erties. He  even  tried  to  persuade  Wall 
Street  brokerage  houses  to  syndicate 
some  properties  to  the  public.  But 
the  brokers  apparently  decided  that 
the  numbers  just  didn't  make  sense 
for  their  customers. 

Later  on  last  year,  Kusmiersky  came 
on  the  scene.  He,  too,  walked  away 
when  he  saw  the  numbers  and  when 
the  lenders  Refused  to  make  conces- 
sions. Says  one  man  close  to  the  situa- 
tion: "I  think  Kusmiersky  saw  what 
was  coming  and  decided  to  get  on 
the  other  side  of  the  wringer  till  the 
water  was  squeezed  out  of  the  deal." 
At  any  rate  Kusmiersky  showed  up 
again  after  the  Chapter   11   proceed- 
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Developer  Pancotto 

ings  had  begun. 

The  major  lenders  won't  talk  about 
their  separate  deals  with  Kusmiersky, 
for  one  reason  because  so  far  many 
have  only  agreements  to  agree.  But 
their  private  unhappiness— and  help- 
lessness—is apparent.  Says  one  lawyer 
involved:  "In  Chapter  11,  you're  not 
supposed  to  be  able  to  rewrite  the 
terms  of  the  loans."  Why  are  the  lend- 
ers so  helpless?  Because  their  alterna- 
tive is  to  foreclose  and  manage  the 
projects  themselves— something  no 
lender  wants  to  do. 

Kassuba  filed  for  reorganization  af- 
ter a  former  partner,  Sam  Pancotto, 
-got  a  judgment  claim  on  a  $900,000 
debt.  Pancotto  had  made  headlines 
before.  In  1968,  when  he  was  secre- 
tary of  Kassuba's  Intercontinental  De- 
velopment Corp.,  Pancotto  was  indict- 
ed in  a  Chicago  savings  &  loan  scan- 
dal. He  was  charged  with  involvement 
in  a  kickback  to  a  S&L  official  for 
approval  of  a  loan.  But  all  charges 
were  dropped,  and  later  Pancotto  testi- 
fied as  a  government  witness  against 
the  savings  &  loan  official. 

Kassuba's  greatest  concentration  of 
apartments  eventually  was  built  in 
Chicago.  But  in  1971,  in  what  one  ex- 
ecutive calls  "a  messy  separation," 
Kassuba  and  Pancotto  parted  ways. 
Last  December  Pancotto  filed  to  col- 
lect on  the  remaining  portion  of 
Kassuba's  buy-out.  (Though  he  got  a 
judgment  claim,  even  Pancotto  will 
have  to  wait  eight  years,  without  in- 
terest, before  he  can  collect  fully. ) 

Kusmiersky  is  reportedly  taking  the 
best  of  the  Kassuba  properties,  and 
some  industry  sources  question  if 
equally  favorable  terms  can  be  ar- 
ranged on  disposition  of  the  balance. 
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Other  observers  wonder  whether  even 
with  all  his  graceful  moves  (and  the 
help  of  a  leading  bankruptcy  attor- 
ney, Norman  Nachman  of  Chicago), 
Kassuba  will  pull  it  all  out.  Says  an- 
other Kassuba  lawyer,  Ronald  Fried- 
land:  "Anytime  you  have  a  Chapter 
11  it's  an  uphill  fight.  But  this  one  is 
going  well." 

Before  The  Fact? 

Kassuba  will  not  talk  with  the  press. 
His  lawyers  show  no  such  reluctance. 
They  are  quick  to  announce  "agree- 
ments"—many  of  which  on  close  exam- 
ination turn  out  to  be  agreements  to 
agree.  But  such  statements  can  serve 
the  purpose  of  showing  Kassuba's  oth- 
er creditors  that  progress  is  being 
made,  that  if  they're  patient,  he'll  take 
care  of  them,  too. 

So,  here  is  a  bankruptcy  where 
the  debtor  seems  to  be  faring  bet- 
ter than  his  creditors.  "Judd  is  a  spec- 
tacular salesman,"  says  one  friend. 
"You  sit  down  with  him,  and  you'd  be 
happy  to  give  him  your  watch,  your 
car,  your  wife."  The  same  friend  adds 
that  Kassuba  never  admits  defeat.  "He 
goes  home  at  night  wondering  how 
it  can  be  done,  comes  in  the  next 
day  saying,  T  figured  it  out,  here's 
what  we  do:  sell  it  to  the  Martians.' ' 
The  associate  thinks  that  the  very 
lenders  who  are  now  taking  a  beating 
will  be  back  supplying  him  money  for 
future  deals. 

The  proper  comment  on  Judd  Kas- 
suba's story  might  be:  No  wonder  our 
banking  system  is  in  poor  shape.   ■ 


Back 
To  Earth 

Jim  Rouse  soared  high 
on  dreams,  but 
reality  brought  him 
back  to  earth. 

|  wies  Rouse's  Rouse  Co.  is  among 
the  largest  developers  of  regional 
shopping  centers  in  the  U.S.  His  22 
shopping  and  office  centers  have  a 
total  market  worth  of  some  $330  mil- 
lion. The  retail  operators  alone  earned 
$9.8  million  before  depreciation  and 
amortization  and  charges. 

Unfortunately  Jim  Rouse  over- 
reached himself.  He  began  to  think 
that  what  he  did  with  shopping  cen- 
ters he  could  also  do  with  new 
towns;  that  he  could  build  huge 
amounts  of  subsidized  low-  and  mod- 
erate-income housing  profitably.  The 
concept  sounded  wonderful.  Rouse's 
publicly  traded  common  stock  came 
out  below  $2  in  the  early  Sixties  and 
soared  to  $30  by  1972. 

By  last  month  Rouse  stock  was 
back  down  to  $2.75  and  Jim  Rouse 
has  barely  pulled  his  company  out  of 
a  liquidity  crisis.  Its  stockholders' 
equity  shrank  from  $21  million  to  $3 
million  in  the  past  three  years. 

In  St.  Louis  a  Rouse  Co.  affiliate, 
Rouse-Wates,  was  building  a  huge 
housing  project  under  HUD-spon- 
sored  "Operation  Breakthrough."  But 
after  the  federal  subsidies  abruptly 
ended,  the  company  was  forced  to 
fold  its  tent,  resulting  in  a  cumula- 
tive loss  to  Rouse  of  over  $7  million. 

Columbia,  Md.  is  Jim  Rouse's  proud- 
est monument.  Here  he  built  a  much- 
talked-about  town  designed  to  house, 
employ  and  entertain  100,000  people. 
But  he  has  had  to  wipe  out  plans 
for  two  other  "'new  towns"— one  at 
Shelby  Farms,  Tenn.,  near  Memphis, 
the  other  at  Wye  Island,  Md.,  and  had 
to  write  off  $4.2  million  already  spent 
on  them.  Says  Rouse,  sadly:  "These 
projects  take  more  than  a  decade  to 
get  started,  and  there  is  just  too  much 
uncertainty  as  to  their  ultimate  via- 
bility. Privately  developed  new  towns 
are  dead  in  this  country  for  the  fore- 
seeable future." 

Tight  money  was  a  terrible  blow 
for  Rouse.  "We  went  to  Chase  Man- 
hattan and  Morgan  Guaranty  early  in 
February  to  line  up  a  sizable  line  of 
credit.  They  told  us  there  was  plenty 
of  time.  'Come  back  in  six  weeks  with 
a  detailed  plan,'  they  said.  Six  weeks 
later  all  hell  broke  loose  with  inter- 
est rates,  and  they  had  little  time  for 


Rouse  of  the  Rouse  Co. 


us.  They  had  bigger  problems."  Five 
months  later  Rouse  had  to  settle  for 
a  $10-million,  five-year  loan  from 
Chase— substantially  below  what  he 
wanted.  His  working  capital  was  de- 
pleted by  losses  and  soaring  costs. 

At  Columbia,  Md.  the  Rouse  Co. 
had  to  be  bailed  out  by  its  partner. 
Hartford's  Connecticut  General  Insur 
ance  Corp.  Connecticut  General  took 
over  Rouse's  financial  obligation  to 
put  more  money  into  their  jointly 
owned  Columbia  development  subsid- 
iary and  "returned"  $8.4  million  to 
net  worth  and  earnings.  Rouse  is  left 


just   to   manage   the   property,   freed 
from  any  future  loss  or  profit. 

From  now  on  it  is  "shoemaker  stick 
to  your  last''  for  Jim  Rouse.  "We've 
written  down  and  closed  down  our 
problem  areas  and  we  are  moving 
ahead  with  our  shopping  centers.  I 
expect  to  have  2  million  additional 
squaie  teet  of  properties  under  way 
in  the  next  few  years,  at  a  cost  of 
$150  million"  But  even  here  Rouse 
mav  have  to  sell  interests  in  some  of 
his  older  shopping  centers  to  raise 
monev  Another  real  estate  "concept- 
ualization'  has  bitten  the  dust.  ■ 


Inflation  Hedge?   =^= 

On  the  face  of  it,  big  shopping 
centers  developed  by  outfits  like  the 
Rouse  Co.  seem  to  be  wonderful  in- 
flation hedges.  That's  because  the 
typical  merchant-tenant,  on  top  of  his 
basic  rental,  pays  an  "overage  rent." 
The  overage  rent  is  a  percentage, 
usually  4%  to  7%,  of  any  sales  the 
merchant  takes  in  above  a  prede- 
termined minimum.  As  the  prices  he 
charges  for  his  goods  inflate  upward, 
thus  swelling  his  dollar  sales  total, 
the  developer's  rental  receipts  rise  too. 

In  1971  Rouse's  overage  rentals 
came  to  about  $2  million.  By  mid- 
1974,  what  with  inflation,  they  had 
soared  to  an  annual  rate  of  $5  million. 

Inflation  has  also  forced  shopping 
center  tenants  to  try  to  squeeze  more 
sales  dollars  out  of  fewer  square  feet 
of  floor  space.  Ten  years  ago  Rouse's 
typical  regional  shopping  center 
store  measured  5,700  square  feet;  to- 
day the  average  is  less  than  3,000 
square  feet.  But  average  sales  per 
square  foot  have  doubled,  from 
around    $60    to       $120.    "Economic 


events  have  forced  the  stores  to  be- 
come more  efficient  merchandisers," 
says  Jim  Rouse.  Rouse  is  still  building 
gigantic  shopping  centers,  but  with 
twice  as  many  stores  that  haul  in  twice 
as  much  volume  per  square  foot. 

In  time,  however,  inflation  figures 
to  catch  up  with  the  shopping  center 
developers  How  long  can  they  go  on 
developing  new  centers  and  expand- 
ing old  ones  with  interest  rates  al 
14%  and  up?  How  long  can  consumers 
continue  high  levels  of  buying  when 
wage  increases  are  running  behind 
the  inflation  rate?  How  long  can  shop- 
ping center  tenants  hold  out  with 
rentals  rising  by  20%  a  year,  with  oth- 
er costs  inflating  at  more  than  10%  a 
year  and  with  consumers  cutting 
down  on  their  retail  buying? 

Shopping  centers  have  been  a 
booming  postwar  business.  But  DO 
business  is  ever  completely  Immune 
to  an  inflation  that  drags  on  and  on. 
The  problems  may  take  longer  to  BJ 
feet  the  shopping  center  develop. 
but  eventually  they  will  be  hit 
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Dow  2000? 

Please  don't  laugh.  We  realize 
most  investors  would  settle  for  800 
on  the  Dow  Jones  industrial  average 
but  amidst  all  the  gloom  (panic?)  that 
envelops  Wall  Street,  our  statistical 
department  let  its  fancies  wander. 
What  would  happen,  they  asked,  if 
corporate  earnings  should  grow  grad- 
ually over  the  next  five  years  and 
if  price/ earnings  ratios— recognizing 
that  the  world  was  not  coming  to  an 
end— climbed  partway  back? 


Our  statisticians  came  up  with 
some  astounding  numbers.  Given  a 
5%  compounded  growth  in  corporate 
earnings,  the  Dow  Jones  industrials 
would  sell  at  1190  in  1979  even  if  its 
P/E  got  back  only  to  ten;  at  a  P/E 
of  15,  the  DJI  would  sell  close  to 
1800.  Given  an  earnings  growth  rate 
of  8%— which  is  close  to  the  recent 
historical  trend— we'd  have  a  Dow  of 
1370  at  ten  times  earnings;  at  15 
times  earnings,  the  Dow  would  sail 
past  2000! 

We  realize  earnings  may  drop  for 
a  year  or  more  if  tight  money  really 


slows  the  economy,  and  therefore, 
current  P/Es  are  probably  higher 
than  they  seem.  That's  why  we  are 
looking  out  five  years  to  the  next 
probable  surge  in  earnings. 

None  of  these  numbers  is  out  of 
line  with  recent  experience. 

The  percentage  figures  following 
the  Dow  numbers  indicate  the  com- 
pounded annual  return  that  achieve- 
ment of  these  levels  would  represent 
for  investors;  and  this  without  taking 
account  of  return  from  dividends. 

Cold  comfort,  with  the  market  in 
chaos.  But  this,  too,  may  pass.   ■ 
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A  LOT  OF  BULL  ... 


MAY   LIE  AHEAD.       HERE   IS   WHERE 
—       THE   DOW   COULD    GO    BY    1979,    UNDER 
SOME    FAIRLY    MODEST  ASSUMPTIONS 
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The  heat  is  on  everyone  these  days,  from  lowliest  clerk  to 
highest  executive.  But  don't  assume  Sears  is  in  trouble. 
In  fact,  it  is  cooking  up  trouble  for  its  competitors. 


After  decades  of  dominance,  Sears, 
Roebuck  and  Co.  is  now  just  one  of 
the  boys.  At  least  that's  what  Wall 
Street  seems  to  be  saying.  For  the  first 
time  in  memory,  Sears'  stock  is  selling 
at  a  lower  multiple  of  earnings  than 
two  of  its  chief  competitors'.  Sears 
has  dropped  from  around  $105  to  $55 
since  last  summer.  Some  $7.7  billion 
in  market  value  has  evaporated,  and 
the  Sears  shares  and  other  assets  in 
Sears'  famed  profit-sharing  plan  have 
dropped  in  value  by  about  one-half, 
to  $2  billion.  Sears'  earnings  multiple 
has  shrunk  from  23  to  13.  Archrival 
J.C.  Penney  sells  at  14  times  earn- 
ings; Kresge  at  19  times. 

Suddenly,  the  heat  is  on  Sears  from 
all  directions: 

•  Sales  are  poor.  For  at  least  a 
year  now  the  $12-billion  retailer  has 
posted  merely  around  the  same 
growth  as  the  average  Main  Street 
merchant,  roughly  8%.  And  that's  no 
real  growth  at  all,  because  most  of 
the  8%  represents  higher  prices. 

•  The  Allstate  Group  is  as  flat  as 
a  punctured  tire.  The  multibillion- 
dollar  insurance  subsidiary— which 
earns  more  than  J.C.  Penney  and  pro- 


From  the  first  day  in  the  Twenties 

when  Sears  started  selling  over  the 

counter,  shoppers  flocked  to  its 

values.  That  is,  reasonable  prices  for 

quality  merchandise.  The  challenge 

ahead  for  Chairman  Arthur  Wood  is  to 

make  Sears'  prices  as  attractive  again. 


vides  30%  of  Sears'  $680-million  prof- 
it—is trapped  in  a  bad  insurance  un- 
derwriting cycle  that  is  bound  to  get 
worse  before  it  gets  better. 

•  Earnings  are  down.  Without  the 
usual  good  hand  from  Allstate,  Sears' 
earnings  fell  nearly  9%  in  the  last 
quarter,  ended  July  31. 

High  And  Mighty 

Is  the  stock  market  right?  Has 
Sears  lost  its  edge?  It's  too  early  to 
tell.  But  don't  jump  to  conclusions. 
The  old  champion  is  still  very  tough 
and  surprisingly  agile. 

High  up  in  Chicago's  new  110- 
story  Sears  Tower,  the  world's  tallest 
building,  Chairman  Arthur  Wood 
bristles  at  any  suggestion  that  Sears 
is  slipping:  "Sears'  growth  combined 
with  Allstate  will  enable  us  to  grow 
at  the  same  pace  as  we  have  in  the 
last  ten  years,  around  8%  a  year  com- 
pounded." But  he  left  the  clear  im- 
pression that  the  8%  figure  is  a  mini- 
mum target.  One  telling  sign:  Forbes 
has  learned  that  management  asked 
each  national  merchandising  manager 
to  "promise"  to  increase  sales  by  1555 
during  the  rest  of  the  year. 


Says  Wood,  a  bushy-browed,  61- 
year-old  lawyer  who  is  the  first  Sears 
chairman  not  to  come  up  through  the 
stores:  "We  are  not  about  to  do  some- 
thing now.  We  are  doing  it.  We  are 
going  after  the  business." 

To  meet  Wood's  minimum  8%  goal, 
the  $12-billion  behemoth  will  have  to 
add  a  profitable  $1  billion  in  sales  a 
year.  A  skeptical  competitor  says:  "I 
keep  asking  myself:  'What  is  Sears' 
next  growth  kicker?'  I  can't  think  of 
anything." 

Certainly  it  isn't  going  to  be  easy. 
All  of  yesterday's  kickers  are  about 
depleted,  at  least  for  the  time  being. 
The  prime  example  is  Allstate.  By  ex- 
panding aggressively  into  life,  insur- 
ance and  financial  services,  the  once- 
tiny  auto  insurer  founded  by  Sears  in 
1931  has  roughly  quadrupled  its  prof- 
it since  1965,  to  $200  million  a  year, 
and  doubled  its  share  of  Sears'  total 
net  earnings  to  30%. 

Two  major  segments— life  insurance 
and  investment  income— are  still  grow- 
ing at  around  18%  to  20%  a  year.  But 
two  others  that  provided  24%  of  the 
Allstate  Group's  1973  net  profits— in- 
surance underwriting  and  stock  mar- 
ket capital  gains— are  sinking  out  of 
sight.  Inflation,  heavy  storm  damage, 
and  accelerating  auto  accidents  (com- 
pared with  last  winter's  energy  crisis 
lows)  are  threatening  to  make  the 
next  12  months  about  the  worst  in  un- 
derwriting history.  "And  some  state 
insurance  commissioners,"  adds  All- 
state Chairman  Archie  Boe  incredu- 
lously, "are  still  talking  about  cutting 
rates."  Allstate's  underwriting  could 
slip  into  the  red  early  next  year.  As 
for  capital  gains,  Hoe  says,  in  effect, 
that  Allstate  doesn't  have  any  left. 
What  it  has  is  around  $300  million  in 
unrealized  capital  losses. 

As  a  result,  this  year  and  next,  All- 
state's  profits  will  increase  only  mod- 
estly, if  at  all.  Sears'  growth  kicker 
if  it  can  develop  one,  will  have  to 
come   from    its   retail   side,    lint    how? 

A  catalog  boom?  No  chance.  The 
low-profit     operation,     which     slaitecl 

with  Richard  Sears'  and  Alvah  Roe 
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buck's  98-cent  watches  in  the  1890s, 
has  contributed  a  flat  20%  to  25%  of 
sales  since  the  Fifties.  Furthermore, 
Penney's  and  Montgomery  Ward's 
"wishbooks"  are  becoming  truly  com- 
petitive. Penney's  Chairman  Donald 
Seibert  told  Forbes:  "Our  catalog 
operation  in  the  first  half  was  up  19%." 
Sears'  was  up  an  estimated  9%. 

A  major  store  expansion?  That's  out 
of  the  question.  Sears  has  already 
blanketed  the  country  with  100  mil- 
lion square  feet  of  store  space,  com- 
pared with  only  45  million  for  Penney 
and  26  million  for  Ward.  Roughly 
half  of  the  4  million  square  feet  Sears 
builds  each  year  replaces  existing 
stores.  Although  the  company  denies 
it,  a  rival  retail  vice  president  says: 
"Sears,  Roebuck  is  developing  sites 
that  it  used  to  reject  five  years  ago." 
At  the  same  time,  Penney,  Ward, 
Kresge  and  other  retailers  are  grow- 
ing by  building— and  by  moving  into 


Suburban  Shopping  was  pioneered  by 
Sears  back  in  the  Thirties.  But 
strangely,  it  was  slow  to  adapt  to 
shopping  centers  in  the  Fifties.  Now  it 
is  making  up  for  lost  time  through  its 
Homart  Development  Co.,  which 
plans  to  build  20  centers  in  five  years. 
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regions  that  Sears  once  had  to  itself. 

If  you  can't  increase  selling  space, 
the  logical  alternative  is  to  increase 
the  value  of  the  stuff  you  sell.  And 
that  is  exactly  how  Sears'  stores  have 
been  growing  since  the  late  Sixties. 
Through  extensive  television  advertis- 
ing (of  around  $50  million  a  year), 
the  company  has  promoted  its  house 
brands  as  name  brands,  expanded  its 
high-profit  software  sales  and  quiet- 
ly boosted  markups.  The  strategy  was 
a  natural  for  a  society  that  was  be- 
coming steadily  more  affluent— until 
double-digit  inflation  struck. 

At  first,  by  capitalizing  on  its  qual- 
ity suppliers  and  its  old  unquestioned 
reputation  for  fair-priced  merchandise, 
Sears'  trade-up  strategy  scored  big 
with  Cling  Alon  hosiery,  the  DieHard 
battery  and  other  top-of-the-line  win- 
ners. But  Sears  didn't  confine  the  fat- 
ter markups  to  special  products.  Soon 
all  prices  were  creeping  up,  and 
whole  segments  of  lower-priced  mar- 
kets—once the  company's  meat— were 
surrendered  to  discounters  and  other 
competitors. 

Imagine  McDonald's  introducing  a 
sirloin  steak,  raising  the  price  of  its 
Big  Mac  and  withdrawing  its  plain 
hamburger.  That  was  Sears'  growth 
strategy,  namely,  to  "trade  up  Ameri- 
ca," as  some  insiders  put  it.  A  for- 
mer Sears  merchandising  man  says: 
"There  was  constant  pressure  from  up- 
stairs to  increase  markups,  even  by 
one-tenth  of  1%." 

Several  people  think  that  as  time 
went  on  Senior  Vice  President  for 
Merchandising  James  Button,  who  was 
passed  up  for  president  in  1972,  went 
overboard.  "He's  like  that,"  says  a 
Sears  supplier.  "He  gets  fixations.  A 
few  years  ago  he  met  Tito.  The  next 
thing  you  knew,  he  sent  every  mer- 
chandising manager  to  Yugoslavia  to 
look  for  goods  to  buy.  I  laugh  just 
thinking  about  it." 

Today  Sears'  house  brands  are  at 
least  as  expensive  as  such  national 
brands  as  Maytag  and  General  Elec- 
tric in  clothes  washers,  Sylvania  and 
Motorola  in  TVs  and  Firestone  and 
Bridgestone  in  radial  tires.  Sears' 
markup  is  now  roughly  44%,  vs.  32% 
for  Kresge  and  50%  for  a  prestige  de- 
partment store  like  Federated's 
Bloomingdale's  in  New  York.  But  also, 
Sears  is  being  forced  to  pass  on  the 
soaring  manufacturing  costs  of  its  cap- 
tive suppliers,  such  as  Kellwood  Co. 
and  Warwick  Electronics. 

No  matter  what's  to  blame,  the  net 
effect  of  the  higher  prices  is  the 
same.  Competitors  are  rejoicing  as 
more  shoppers  stop  assuming  that 
Sears'  prices  are  the  "best"  for  the 
value  received.  Sears'  strongest  lines 
are  durable  goods  like  appliances  and 
furniture    (some   65%   of   sales).    But 
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Sears  Tower  in  Chicago,  the  world's 
tallest  building,  is  said  to  be  the 
first  major  skyscraper  since  the 
Empire  State  Building  to  come  in 
on  time  and  on  budget  at  $150  million. 


even  they  aren't  immune.  A  retail 
trade  editor,  who  asked  that  his  name 
be  withheld,  says:  "Traditionally, 
when  Sears  walked  into  a  market, 
most  of  the  appliance  retailers  caved 
in.  But  there  have  been  men,  like  Mel 
Landou  in  Miami  and  Sol  Polk  in 
Chicago,  who  have  tackled  Sears  head 
on  and  built  up  $50-million  to  $100- 
million  businesses." 

A  woman  shopping  with  her  three 
sons  in  Sears'  Danbury,  Conn,  store 
summed  up  the  company's  problem 
this  way:  "An  average-income  family 
can't  afford  to  shop  here  anymore." 

Comments  like  that  threaten  Sears' 
carefully  nurtured  image  as  "the  fam- 
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Weather  Or  Not   = 

Wall  Street  snickered  when  Sears 
blamed  part  of  its  summer  earnings 
slump  on  bad  weather.  What  bad 
weather?  Montgomery  Ward,  which 
has  roughly  the  same  product  mix  as 
Scars,  said  the  weather  was  good.  Was 
Sears  trying  to  use  Mother  Nature  as 
a  scapegoat? 

The  company  has  roughly  this  re- 
tort to  all  of  the  snickering:  Ignorance 
is  bliss. 

Scars'  astute  Jay  Levine,  who  moni- 
tors both  the  economy  and  the  com- 
petition, says  this  summer's  unseason- 
ably cool  temperatures  amounted  to 
good  weather  for  strolling  around,  but 


bad  weather  for  selling  air  condition- 
ers, a  major  Sears  line. 

The  young  economist,  who  smokes 
a  stylish  plaid  pipe,  says  that  even  a 
minor  two-degree  temperature  change 
can  affect  sales,  though  that's  often 
difficult  to  measure.  "This  summer," 
says  Levine,  "we  were  running  six, 
eight,  ten  degrees  cooler  than  a  year 
ago.  That's  very  significant.  .  .  .  You 
can't  sell  a  man  an  air  conditioner 
if  he  isn't  hot." 

Why  didn't  Ward  notice  that?  Per- 
haps partly  because  it  has  far  fewer 
of  its  stores  than  Sears  in  the  East, 
where  it  was  especially  cool.  There's  a 


second  reason.  Sears  has  a  three-per- 
son weather  staff  that  analyzes  the 
weather  each  day  in  each  of  its  mar- 
kets. Ward  doesn't  have  a  weather- 
man. (A  spokesman  says:  "We  accept 
the  weather  like  everybody  else.") 

Levine  says:  "The  proof  is  in  the 
pudding.  Ward  had  pretty  low  in- 
creases in  June  and  July  compared 
with  early  this  year  and  last  year 
and  the  year  before.  The  company  was 
affected  by  the  weather  .  .  .  but  it 
may  not  know  it." 

That's  sophisticated  Sears,  Roebuck. 
It  knows  it  isn't  nice  to  be  fooled 
by  Mother  Nature. 


ily  store."  So  does  the  trouble  the  com- 
pany has  been  having  recently  with 
the  Government.  The  Federal  Gov- 
ernment, which  is  already  investigat- 
ing Sears'  equal  employment  record, 
has  just  accused  the  company  of  de- 
ceptive "bait  and  switch"  selling  tac- 
tics. The  Federal  Trade  Commission 
alleges,  for  instance,  that  Sears  baited 
shoppers  with  ads  for  $58  sewing  ma- 
chines; then  the  stores'  commission 
salesmen  tried  to  switch  them  to  more 
costly  models. 

"Ridiculous  .  .  .  ludicrous,"  fumes 
Sears'  normally  reserved  chairman.  He 
vows  to  "vigorously  oppose"  the  FTC 
(though  Sears  did  agree  to  a  Wiscon- 
sin state  consent  decree  over  similar 
charges  two  years  ago).  But  in  a  sense, 
it  is  a  losing  fight.  Whether  ultimate- 
ly proved  or  not,  the  FTC  accusa- 
tion itself  is  a  severe  blow  to  a  com- 
pany that  was  built  on  fair  practices. 

Down  The  Up  Escalator 

The  image  worries  aside,  Sears'  ba- 
sic pricing  problem  suggests  its  solu- 
tion. As  the  old  saying  goes— what 
goes  up,  must  come  down.  By  going 
too  far  to  "trade  up  America,"  Sears 
has  created  a  potentially  golden  op- 
portunity to  "trade  down  with  Amer- 


ica." And  that,  to  oversimplify  it,  will 
be  Sears'  basic  growth  strategy  for  the 
foreseeable  future.  "You  will  see 
Sears,"  says  Chairman  Woods,  "in  a 
new  economic  framework." 

Sears  has  moved  toward  this  new 
strategy  very  slowly.  As  early  as  last 
summer,  while  inflation  picked  con- 
sumers' pockets,  Penney,  Ward  and 
others  cut  prices  and  beat  the  promo- 
tional drum.  Discounter  Jerry  (What's- 
the-story?)  Rosenberg,  who  manages 
to  display  his  hairy  belly  while  hawk- 
ing appliances  on  New  York  TV,  says: 
"I  saw  the  trend  to  low  prices,  and 
I'm  not  even  a  high  school  dropout. 
I'm  a  high  school  throwout." 

But  Sears  sat  tight.  It  didn't  do 
anything  special  last  year,  except  to 
decorate  its  year-end  earnings  with  a 
plush  layer  of  accounting  changes. 

Sears  says  it  wasn't  caught  off  base 
last  year;  it  was  just  characteristically 
cautious.  As  Public  Relations  Vice 
President  William  McCurdy  likes  to 
say:  "This  company  wears  a  belt  and 
suspenders."  That  way,  Sears  never 
gets  caught  with  its  pants  down.  But 
last  year,  perhaps,  it  couldn't  get  its 
pants  off. 

Like  most  managements,  the  top 
men    at    Sears    were    more    hopeful 


about  the  economy  than  they  should 
have  been.  Company  economist  Jay 
Levine  warned  them  that  the  economy 
would  soften— and  with  it  retail  sales. 
But  he  also  predicted  that  interest 
rates  would  begin  to  drop  as  the  year 
went  on— and  would  stay  down.  In 
fact,  interest  rates  kept  going  up  and, 
in  the  end,  cut  about  30  cents  a 
share  from  Sears'  profit,  reducing  it 
to  $4.33. 

As  1974  wore  on,  it  became  ob- 
vious that  things  were  getting  worse, 
not  better.  Allstate  had  to  pay  three 
times  its  normal  storm-damage  claims. 
Sears  had  to  absorb  additional  in- 
ventories and  interest  costs  to  bail  out 
wobbly  suppliers.  One  of  them, 
Whirlpool,  was  hit  by  a  19-week 
strike.  And  a  cool  summer  froze  Sears' 
profitable  air-conditioner  sales 
box  above). 

The  result:  The  unthinkable  hap 
pened.  Sears'  second-quarter  earnings 
declined  9%  on  a  modest  5.7%  sales  in- 
crease, compared  with  the  like  period 
last  year.  In  all,  first-half  earnings 
were  down  roughly  1%.  No  disaster. 
But  Sears  did  lose  face.  Management 
moved  to  adapt  to  the  tougher  times. 

In    late    August    Chairman    W 
emerged   from    his    dugout    swinging 
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Darcie  CorJoh  Age,  lO 


We  take  Darcie  seriously.  A  very  safe  car  is  something  to  be  happy  about.  Even  if  hers  is  a  little  over-engineered. 


She's  thinking  ahead.  And  so  is  Eaton.  We're  in 
the  business  of  change.  We  anticipate  it,  and  we 
help  it  happen.  In  cars,  we've  helped  with  things 
like  speed  controls,  power  steering,  emission 
control  systems,  precision  parts,  air  conditioning, 
viscous  fan  drives  and  the  new  air  bags. 

Today,  Eaton  is  excited  about  tomorrow's 
innovations.  When  Darcie  is  old  enough  to  drive, 
it  will  be  a  safer  and  easier  thing  to  do. 


Eaton  brings  you  THE  AMERICAN  PARADE  on  the  CBS-TV  network 
■ . .  hour-long  historical  specials  saluting  our  nation's  Bicentennial. 


At  Eaton,  anticipating  change— and  helping  it  happen 
through  innovation  is  the  big  idea.  We' re  diversified. 
Global.  And  growing.  With  futures  in  automotive, 
materials  handling,  trucking,  industrial  automation, 
controlstechnology,  leisure,  security  and  construction. 

Get  to  know  us  better.  Write  for  our  book, 
"Change  through  Innovation". 

Eaton  Corporation,  World  Headquarters, 
100  Erieview  Plaza,  Cleveland,  Ohio  441 14. 
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"I  know  its  costing  us  business 

when  we  can  t  answer  customer 

questions.  What  can  we  do?" 


Ask  us 


YouVe  already  gained  speed  and 
efficiency  in  some  of  your  procedures 
by  using  microfilm.  There's  even 
more  dramatic  progress  available  to 
handle  customer  inquiries.  For  example: 

A  major  retailer  failed  to  find  the 
needed  records  once  out  of  every  five 
calls.  Now  all  the  records  are  on  film  and 
virtually  any  one  can  be  displayed  on  a 
screen  at  the  touch  of  a  button. 

A  telephone  company  was  laboring  to 
answer  more  than  2,000  customer  ques- 
tions every  day.  The  answers  are  now  on 
film  and  are  handled  ten  times  faster 
than  before. 

More  than  just  lookups:  A  bank  is 
using  the  same  basic  method  to  keep 
track  of  daily  transactions.  Having  the 
records  on  film  produced  a  saving  of 
$50,000  in  the  first  year. 

To  make  this  kind  of  progress  in  your 
business  takes  your  determination  to 
seek  better  answers.  The  sooner  you  ask 
us,  the  sooner  we  can  help.  Just  write  on 
your  letterhead  to  W  O.  Fullerton, 
Eastman  Kodak  Company,  Dept.  DP4840, 
Rochester,  New  York  14650.  Or  call  800- 
447-4700.  In  Dlinois,  call  800-322-4400. 

What  you're  saving  now  with  microfilm 
is  only  the  beginning. 


your  roll  towel  leftovers 
now  many  hand-dries  you  can  save 
with  the  new  Commander  1  Cabinet. 
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You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  ;he  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll,  if  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  625-foot  roll  while  the  stub  roll- 
up  to  31/2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  buy. 

And  because  you  can  get  up  to  755  lineal 
feet  of  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

We  put  paper  to  work  for  you. 


Fort  Howard 
Paper  Saver 


CongH>,u,a,lon"' 


Sears  And  Who?    = 

Alvah  Roebuck— as  in  Sears,  Roe- 
buck and  Co.— was  one  of  life's  losers. 
That  sounds  implausible.  How  can  a 
man  who  helped  found  one  of  Amer- 
ica's alltime  greatest  successes  be  a 
loser?  It  wasn't  easy. 

Richard    Sears,    a    mercurial    pro- 
moter,     was      getting      rich      selling 


Sears 


watches  by  mail.  But  some  days  it 
seemed  as  if  faulty  timepieces  were 
coming  back  faster  than  he  could 
ship  good  ones.  He  needed  "a  watch- 
maker with  references"  and  got  Roe- 
buck, a  nervous  type  who  favored 
black  suits,  black  bow  ties  and  high 
standing  collars.  That  was  in  1887. 

By  1895  Sears,  Roebuck  sales  hit 
$800,000,  but  the  Chicago-based 
company  was  $75,000  in  the  red. 
What's  worse,  the  brash  Sears  was  up 
to  his  old  tricks  of  offering  for  sale 
anything  that  struck  him,  whether  the 
company  stocked  it  or  not. 

It  was  too  much  for  Roebuck,  who 
kept  losing  his  hair  until  he  sold  out 
for  only  $25,000  at  age  30. 

A  few  years  later  Sears  sold  some  of 
his  stock  to  Goldman,  Sachs  for  $10 
million.  When  he  died  in  1914,  he 
left  $25  million  to  his  heirs. 

Roebuck,  meanwhile,  put  his  mon- 
ey into  a  movie-projector  maker,  and 
eventually  retired  in  1924  at  age  60 
with  $150,000.  He  decided  to  move  to 
booming  Florida  and  invest— in  land. 
He  was  broke  by  1929. 


He  needed  work.  So  he  drifted 
back  to  Chicago  and  applied  for  a 
menial  clerk's  job  at  the  old  firm, 
Sears,  Roebuck.  He  died  in  1948  at 
84,  once  again  a  part  owner  of  the 
company  he  founded;  this  time 
through  Sears'  employee  profit-shar- 
ing plan. 


Roebuck 


what  he  described  as  a  new,  aggres- 
sive price-promotion  plan.  He  im- 
mediately made  a  hit  before  100  se- 
curity analysts  summoned  to  the  Sears 
Tower  by  stating:  "We'll  make  life  in- 
teresting for  our  competitors." 

The  company  is  vague  about  its 
new  strategy.  But  clearly,  it  is  not 
another  routine  sales  effort;  prices 
will  be  included  in  national  ads.  Nor 
is  it  a  radical  departure;  Sears  has 
opened  some  150  Budget  Shops  sell- 
ing low-priced  women's  clothes  in  the 
last  two  years.  Instead,  it  can  be 
viewed  as  a  companywide  rededica- 
tion  to  the  basic  penny-conscious  mer- 
chandising that  made  Sears  success- 
ful in  the  first  place.  General  Robert 
Wood  (no  kin  to  the  present  chair- 
man), who  ran  the  company  from 
1928  to  1954,  once  summed  up  Sears' 
early  success  this  way:  "If  there  was 
any  mistake  we  didn't  make,  I  don't 
know  it.  But  we  did  have  values." 

"The  policy  for  the  next  12  months," 
explains  a  Sears  supplier,  "is  to  get 
the  customer  back,  get  sales  up  and 
get  market  share  up.  There  is  no  pres- 
sure to  increase  markups." 

The  goal  is  to  strike  a  sales  balance 
between,  say,  a  middle-of-the-line  ap- 
pliance projnoted  at  10%  to  15%  off, 
and  a  higher  profit  dress.  Hopefully, 
the  customer  buys  both,  giving  Sears 
its  same  old  profit  margin  on  in- 
creased sales.  And  even  if  the  shopper 
takes  only  the  item  at  10%  off,  Sears 
can  fall  back  on  a  cushion  that  most 
competitors  lack.  Partly  because  of  its 


huge  purchasing  power,  Sears  is  able 
to  "overbill."  That  is,  its  500  mer- 
chandise buyers  slap  roughly  an  ex- 
tra 3%  margin  on  top  of  the  supplier's 
price,  and  then  they  add  on  the  nor- 
mal store  markup. 

But  what  if  customers  stay  home  in 
droves  despite  the  lower  prices? 
"Then  it  will  go  where  it  will,"  says 
Senior  Vice  President  Button. 

President  A.  Dean  Swift  says  flatly 
that,  if  necessary,  Sears  will  cut  its 
profit  margins  to  stimulate  sales.  "We 
are  merchants,"  says  the  plainspoken 
Swift,  who  began  as  a  Sears  salesman 
in  Highland  Park,  111.  34  years  ago. 
"We  aren't  going  to  ruin  anyone.  We 
aren't  going  to  undercut  anyone.  But 
we  are  going  to  compete." 

In  a  sense,  the  more  Sears  cuts 
margins,  the  stronger  its  competitive 
position  would  be.  Sears  has  a  special 
advantage— the  thickest  profit  margins 
in  retailing.  It  nets  5/2  cents  on  each 
sales  dollar,  compared  to  4  cents  for 
Federated  Department  Stores,  3  cents 
for  Penney  and  Kresge  and  2  cents  for 
Ward.  Sears  can  afford  to  take  less; 
the  others  aren't  so  fortunate. 

"Sears'  promotion  battle  plan,"  says 
Mesirow  &  Co.'s  savvy  John  Land- 
schulz  with  a  chuckle,  "is  at  least  as 
sophisticated  as  the  plans  for  the  Nor- 
mandy invasion." 

It's  too  early  to  know  if  Sears'  in- 
vasion of  lower  pricing  will  turn  the 
tide— as  Normandy  did.  A  possible 
weak  point  is  its  12,000  suppliers.  If 
the  recession  riddles  them,  Sears  will 


have  to  carry  them  despite  the  cost. 
Comptroller  Jack  Kincannon  says: 
"We  would  do  anything  possible  to 
help  them."  But  assuming  that  isn't 
too  bloody  a  burden  and  Allstate  is 
permitted  to  raise  rates  and  the 
economy  eventually  rebounds,  a  pen- 
ny-sharp Sears  could  once  again  es- 
tablish its  industry  preeminence  over 
the  next  year  or  two. 

Who  would  Sears  hurt?  Just  about 
everybody.  First  hit  would  be  the  gen- 
eral merchandisers  whose  prices  are 
generally  a  notch  or  so  under  Sears', 
such  as  Penney,  Ward,  W.T.  Grant 
and  an  array  of  local  appliance  deal- 
ers. As  Sears  comes  down  the  price 
ladder,  it  is  going  to  step  on  them. 
That  collision,  in  turn,  could  set  off 
a  chain  reaction  as  any  number  of 
the  middle-range  merchandisers 
scramble  farther  down  the  ladder  to 
avoid  Sears  and  smack  into  Kresge 
and  even  the  bottom-rung  discount- 
ers. With  competition  intensified  and 
the  economy  weak,  a  retail  shakeout 
would  seem  almost  inevitable.  Al- 
ready, Drexel  Burnham's  retail  ana- 
lyst, Jeffrey  Feiner,  estimates  that  $4 
billion  to  $5  billion  worth  of  retail 
sales  is  "in  weak  hands." 

So  Sears'  new  thrust  is  good  news 
for  consumers,  but  bad  news  for  its 
rival  retailers. 

Will  Sears  make  it?  Without  drop- 
ping his  poker-face  mask,  Chairman 
Wood  lets  an  edge  creep  into  his  voice 
when  he  says:  "We  will  be  in  busi- 
ness a  long  time."  Sears  surely  will.  ■ 
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..    Things 

Happen... 
when  you  make  your 
move  with  Canton 


When  you're  in  business,  every  move 
you  make  must  be  right.  That's  where  Can- 
ton comes  in. 

Canton  provides  for  the  business 
and  industrial  community  in  many  ways. 
From  providing  real  estate  brokerage 
services  to  comprehensive  insurance  plans. 
From  inventory-controlled  warehouse  facil- 
ities to  stevedoring  and  port  operations,  in 
addition  to  specialized  consulting  services. 

With  clients  ranging  from  small  com- 
panies to  NYSE  corporations,  Canton  is 
making  things  happen! 


Let  the  skills,  resources  and  applied 
knowledge  of  a  multi-faceted  company 
make  things  happen  for  you  too!  It's  your 
move.  Write  or  call  collect  for  informative 
brochure  or  detailed  information. 


CAA/7VA/ 
COMPANY 

Canton  House,  P.O    Box  447 
Baltimore  Maryland  21203 
Telephone  (301)  837-7733 


The  Well-Dressed  Sportsman 


Sports  is  a  growth  business,  and  Russell  Corp. 
has  a  unique  way  of  cashing  in  on  it. 


Thehe  are  two  ways  to  dominate  a 
market.  One  is  to  be  big  and  power- 
ful. The  other  is  to  pick  on  a  market 
that  doesn't  leave  much  room  for 
competition.  A  few  years  ago  Russell 
Corp.  of  Alexander  City,  Ala.  took 
the  latter  course,  and  its  chief  execu- 
tive, Eugene  Gwaltney,  couldn't  be 
happier  about  the  choice.  Russell 
formerly  made  underwear  for  adults 
and  children.  Now  it  makes  athletic 
uniforms  for  high  school,  college  and 
professional  teams. 

"As  family  budgets  get  tighter,  the 
last  thing  people  are  likely  to  give  up 
is  sports,"  says  Gwaltney.  "Nobody's 
going  to  take  his  son  off  the  high 
school  football  team  or  give  up 
watching  Monday  night  football 
games  on  TV."  Certainly  Russell's  vol- 
ume is  growing.  Currently  its  annual 
sales  are  running  in  the  neighborhood 
of  $100  million,  up  from  $60  million 
in  1971,  the  year  after  it  started  to 
move  heavily  into  athletic  uniforms. 
Profits  too  have  climbed.  In  1971 
Russell  earned  $1.12  a  share;  last 
year,  $2.12  a  share;  and  in  the  first 
half  of  this  year  earnings  climbed  an- 
other 54%,  to  $1.65  a  share.  For  the 
full  year,  $3  seems  in  the  bag. 


Athletic  uniforms  account  for 
roughly  30%  of  Russell's  business,  with 
another  40%  actually  being  a  rub -off, 
mainly  sports  jerseys,  sweatshirts  and 
other  leisure  wear  for  children  and 
adults.  Knitted  fabrics  account  for 
the  remaining  30%.  The  bulk  of  the 
athletic  uniform  business  is  with  high 
schools  and  colleges,  but  it  is  the  pro 
business  that  brings  in  the  customers. 
Russell  supplies  about  60%  of  the  Na- 
tional Football  League  teams  with  uni- 
forms. Last  year  it  picked  up  five  more 
teams  in  the  newly  formed  World 
Football  League,  and  it  is  going  af- 
ter business  in  the  recently  formed 
World  Hockey  Association,  the  North 
American  Soccer  League  and  various 
semipro  and  amateur  women's  teams. 

To  keep  ahead  of  the  competition, 
Gwaltney,  56,  a  Georgia  Tech  engi- 
neering graduate,  has  spent  $15.4 
million  in  the  past  five  years  to  up- 
date and  expand  the  company's  fa- 
cilities. Building  textile  plants  is  some- 
thing Gwaltney  knows.  Prior  to  join- 
ing Russell  in  1952,  he  worked  in  the 
Middle  East  building  textile  plants  for 
businesses  and  the  governments  of 
Israel,  Egypt,  Syria  and  Turkey. 

Russell's  stock  is  hardly  flourishing 


Gwaltney  of  Russell  Corp. 

—whose  is?  It  recently  sold  at  less 
than  three  times  probable  1974  earn- 
ings and  at  not  much  more  than  net 
working  capital  per  share  after  de- 
duction of  all  debt.  But  Colgate- 
Palmolive  is  so  impressed  with  pros- 
pects in  the  business  that  recently  it 
bought  Southern  Athletic,  one  of  Rus- 
sell's biggest  competitors  in  the  athlet- 
ic uniform  business.  But  Gwaltney 
says  he  is  not  interested  in  selling  out. 
The  company  was  founded  in  1902  by 
Benjamin  Russell.  The  Russell  family 
and  its  various  trusts  still  own  54%  of 
the  stock.  And  besides  that,  Eugene 
Gwaltney  is  in  good  with  the  fam- 
ily. He  is  married  to  Ben  Russell's 
granddaughter.  ■ 


One  lip,  One  Flat 

At  National  Distillers,  liquor  used  to  carry  the 
chemical  operations.  Now  it  is  the  other  way  around. 


Diversification  cuts  two  ways.  It 
can  help  if  one  of  your  businesses 
goes  bad  and  the  others  hold  up.  But 
that  very  fact  can  dilute  any  gains  you 
may  get  from  your  more  prosperous 
divisions.  Take  National  Distillers  & 
Chemical  Corp.  Under  Chairman  John 
Bierwirtlv  an  ex-banker,  National  di- 
versified from  liquor  into  chemicals, 
metals  and  textiles.  But  its  chemical 
operations  and  its  brass  mills  tended 
to  be  a  drag  on  profits  from  its  pros- 
perous bourbon  business.  National 
showed  almost  no  earnings  growth 
after  the  mid-Sixties;  although  sales 
increased  by  nearly  $350  million  be- 
tween 1967  and  1973,  net  profits  went 
up  just  $4  million. 

But  now  the  diversification  is  pay- 
ing off  for  Bierwirth  and  President 
Drummond  Bell.  National  netted  $44 
million  in  the  first  half  of  1974, 
almost  as  much  as  for  all  of   1973; 


for  the  full  year  it  could  easily  earn 
$3  a  share,  a  gain  of  75%  over  last 
year.  The  gains  are  coming  mainly 
from  the  chemicals  and  metals  op- 
erations. Moreover,  the  prospects  look 
good  for  the  years  just  ahead.  Prices 
for  polyethylene,  ethyl  alcohol  and 
similar  chemicals  are  way  up  and  are 
likely  to  remain  up  because  of  a  short- 
age of  the  basic  feedstocks.  In  metals, 
volume  has  been  up  because  of  short- 
ages of  fabricated  products  such  as 
tubing  and  mill  products. 

But,  alas,  Drummond  Bell's  joy  is 
somewhat  diluted  by  the  flatness  in 
the  company's  original  business.  With 
the  Old  Grand-Dad,  Old  Taylor  and 
Old  Crow  labels  as  its  leading  bour- 
bons, National  is  the  largest  distiller 
of  bourbon.  Its  wine  and  liquor  sales 
accounted  for  nearly  half  its  $1.25 
billion  in  sales.  While  bourbon  still 
accounts  for  the  largest  share  of  the 


distilled  spirits  market,  18.3%  last  year, 
sales  of  cases  have  been  declining  as 
drinkers  switch  to  lighter  tasting 
Scotches,  rums  and  vodkas. 

In  wine,  a  growing  business,  Na- 
tional has  a  good  position  through  its 
74%  ownership  of  Almaden  Vineyards, 
the  largest  producer  and  seller  of  pre- 
mium wines  in  the  country.  Almaden, 
however,  accounted  last  year  for  less 
than  5%  of  overall  corporate  sales. 

Bell,  58,  who  became  the  compa- 
ny's chief  executive  four  years  ago, 
isn't  going  to  fight  the  trend  to  light- 
er tasting  liquor.  Instead,  he  has  be- 
gun to  put  more  emphasis  on  the  com- 
pany's own  nonbourbon  brands— pri- 
marily Gilbey's— vodka,  gin  and  rum. 
Two  years  ago  he  also  brought  out  a 
new  light-tasting  whiskey,  called  Old 
Crow  Light. 

"Whiskey  is  really  a  fashion  busi- 
ness," says  Bell.  "It's  fashionable  to 
drink  one  thing  or  another.  Maybe 
people  don't  like  drinks  as  flavorable 
as  they  had  been.  That  could  return." 

But  that's  both  the  beauty  and 
the  drawback  of  diversification;  you 
can  rarely  count  on  all  your  businesses 
being  up  at  the  same  time.   ■ 
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80  to  mail  a  penny  postcard. 
How  much  for  federal  gasoline? 

A  postcard  cost  a  penny  back  in  1 951  and  usually  was  delivered  the  next 
day.  Today,  it  costs  eight  times  as  much  and  delivery  time  has  provoked 
public  consternation  and  several  official  investigations. 

Back  in  1 951 ,  a  gallon  of  regular  gasoline  cost  an  average  of  27.2 
cents.  Today,  it  costs  a  little  more  than  twice  as  much. 

There's  a  message  there,  we  think,  for  Congressmen  considering, 
among  other  things,  the  creation  of  a  Federal  Oil  and  Gas  Corporation 
(FOGCO). 

Namely,  that  a  government  company  is  no  cure-all  for  consumer  woes. 
And  certainly  not  for  America's  energy  shortages. 

Nothing  would  do  more  to  discourage  private  initiative  than  FOGCO. 
It  would  get  first  pick  of  the  exploration  areas  under  federal  control,  notably 
in  Alaska  and  off  the  U.S.  coasts.  It  would  pay  none  of  the  usual  bonuses 
to  government  for  its  acreage.  It  would  pay  no  rentals  or  royalties.  No  taxes. 

As  if  FOGCO  weren't  enough,  some  3,500  other  proposals  now  before 
Congress  would  so  bend  the  oil  business  under  the  weight  of  regulation  that 
it  would  be  hard  pressed  to  do  its  job. 

One  would  spell  out  who  has  access  to  what  pipelines.  Another  would 
insist  that  only  certain  companies  be  allowed  to  bid  jointly  for  federal  oil 
and  gas  leases.  A  third  would  define  who  could  participate  in  specific 
industry  activities,  such  as^refining  or  marketing. 

This  kind  of  pervasive,  heavy-handed  regulation  would  strike  hard  at 
American  consumers.  They  would  have  to  pay  for  government-imposed 
inefficiency  and  fragmentation,  in  the  form  of  higher  prices  for  petroleum 
products. 

Of  course,  FOGCO  would  still  be  around,  bringing  consumers  the 
petroleum  version  of  the  Postal  Service.  Which  is  why  we  hope  Americans 
remember  the  penny  postcard— and  what  happened  to  it. 


Mobil 


©  1974  Mobil  Oil  Corporation 


Amfac  is  a  ranch 
on  land  or  under  the 


Feeding  people  has  been  an  Amfac 
concern  for  nearly  125  years.  First 
with  supplies  from  our  general  store 
in  Honolulu.  Next  our  sugar.  Then 
frozen  f  rench  fries.  Most  recently  the 
best  canned  crab  and  shrimp  from 
Alaskan  waters. 

Seafood  is  a  good  business— people 
all  over  the  world  are  showing  more 
appetite  for  it.  But  Amfac  is  inter- 
ested in  the  sea's  bounty  for  another 
reason,  too.  Population  is  outpacing 
food  from  arable  land.  This  could 
make  seafarms  important  in  every- 
one's future.  That's  one  reason  we're 
interested  in  the  potential  of  aqua- 
culture. 

Meanwhile, Amfac  is  fishing  the 
waters  responsibly.  From  our  island 


beginnings,  we've  always  been  con- 
servation-conscious. Now  we  want 
to  be  sure  there'll  be  enough  fish  for 
the  future. 

Down  under  in  Australia,  Amfac  is 
heightening  the  productivity  of  land. 
We're  greening  vast  tracts  of  the  out- 
back, helping  transform  the  dry  bush 
into  modern  family  farms  and  cattle 
ranches.  We're  herding  140,000 
sheep  and  15,000  cattle,  sowing 
20,000  acres  annually  to  fodder  and 
cash  crops. 

In  the  U.S.  Northwest  we  grow  and 
process  potatoes  into  frozen  f rench 
fries  for  the  food  service  market.  And 
in  Hawaii,  where  Amfac  began, 
we're  raising  more  sugar  than  ever 
—356,000  tons  last  year. 


King  Crab  Harvested  from  Alaskan  Waters 

Other  Amfac  operations— merchan- 
dising, hospitality  and  asset  manage- 
ment—evolved just  as  naturally  as 
our  interest  in  food.  Each  reflects 
our  island  philosophy:  to  regard 
every  customer  and  employee  as  a 
neighbor  whose  goodwill  we  want 
to  keep. 

The  Amfac  way  of  doing  things  has 
helped  us  grow  into  a  near-billion- 
dollar  company,  with  over  70  per- 
cent of  our  revenue  from  the  American 
West.  Our  earnings  per  share  keep 
growing  every  year. 


For  a  copy  of  our  newest  report,  write 
to  Amfac,  Inc.,  Dept.  104,  P.O.  Box 
3230,  Honolulu,  Hawaii  96801. 


Serving  People  in  the  U.S.  and  the  Pacific  Basin 


Alaska 


"It's  Not  Like  Los  Angeles 
Or  Detroit" 

There's  too  much  snow  and  the  wind  doth  blow 

and  the  winter  nights  seem  endless.  But  there's  still  room 

for  the  entrepreneur  in  Alaska,  and  wide  open  space. 


Recession?  Not  in  Alaska.  For  the 
first  four  months  of  1974,  the  Na- 
tional Bank  of  Alaska's  index  of  eco- 
nomic activity  rose  10%,  while  in  the 
rest  of  the  U.S.  the  gross  national 
product  dropped  7%.  For  those  with 
patience  and  the  foresight  to  sweat 
out  the  long  delay  in  launching  the 
pipeline,  the  payoff  has  finally  come. 
What  touched  off  the  boom— after 
years  of  false  starts— was  the  actual 
handing  out  of  contracts  by  Alyeska, 
the  consortium  of  seven  oil  companies 


that  is  laying  789  miles  of  48-inch 
pipe  from  Prudhoe  Bay  to  Valdez. 
Right  now  Alyeska  is  signing  contracts 
and  hiring  services.  Its  contractors  and 
subcontractors  are  already  spending 
$1  million  a  day  in  Alaska.  Some  of 
that  money,  of  course,  eventually  finds 
•its  way  back  to  the  lower  49;  but  the 
rest  stays  at  home. 

Let's  put  this  sum  in  perspective. 
There  are  325,000  people  in  Alaska. 
The  pipeline  spending  thus  works  out 
to  almost  $1,000  a  year  per  person. 


This  is  a  tremendous  stimulus  to  a 
thin  population  and  a  small  economy. 
It  is  roughly  equivalent  to  what  a 
$200-£n'ZZion-a-year  shot  in  the  arm 
would  do  to  the  total  U.S. economy. 

Fairbanks  these  days  is  Boomsville, 
U.S.A.  It  is  the  supply  and  service 
center  for  interior  Alaska.  Rooms  in 
the  city's  18  hotels  are  booked  weeks 
in  advance.  The  streets  look  more  like 
Times  Square  at  rush  hour  than  like 
those  of  a  small  town.  The  telephone 
system  is  badly  overloaded.  The  city 
proper  had  a  population  of  24,000 
in  June  and  expects  30,000  by  No- 
vember. Many  of  the  new  residents 
are  camping  in  hotels  because  they 
can't  find  apartments  or  houses.  "We 
brought  in  70  mobile  homes,"  says 
C.W.  (Wally)  Baer,  manager  of  the 
Chamber  of  Commerce,  "but  we  have 
to  build  a  place  to  put  them." 

"Things  would  be  a  lot  worse,"  says 
Thomas  Packer,  administrator  of  the 
Trust  Department  at  Alaska  Nation- 
al Bank  of  the  North,  "if  Bechtel 
[Alyeska's  No.  One  contractor]  hadn't 


Tom  Miklautsch    

Thomas  J.  Miklautsch  is  the  Fair- 
banks pharmacist  who  made  head- 
lines because  two  of  his  leases  turned 
out  to  berin  the  Prudhoe  Bay  field. 

Miklautsch  still  looks  the  part  of 
a  small-town  pharmacist.  He  acquired 
the  rights  to  this  4,800  acres  of 
riches  in  a  state  lease  sale  back  in 
1967.  He  paid  $1  an  acre  in  bonuses 
and  annually  pays  $1  an  acre  in  rent. 
"There  were  only  four  interests  at  the 
sale,"  he  recalls,  "Atlantic  Richfield, 
Humble  Oil,  British  Petroleum  and 
Miklautsch." 

He  and  Cliff  Burglin  (see  box,  p. 
50)  tried  without  success  to  peddle 
the  leases  to  various  oil  companies  be- 
fore the  Prudhoe  field  was  discovered. 


Afterwards,  of  course,  he  had  endless 
offers  and  finally  made  a  deal  with 
General  American  Oil  Co.  of  Dallas. 

"It  was  an  unheard-of-deal,"  says 
Burglin.  "Miklautsch  got  a  down  pay- 
ment of  $2  million  in  the  company's 
stock,  with  another  $4  million  to  come 
out  of  first  production  and  25%  of 
everything  after  that.  All  told,  Mik- 
lautsch will  make  between  $50  million 
and  $100  million  and  I  will  make  be- 
tween $20  million  and  $30  million." 

What  is  Miklautsch  doing  now?  "I 
still  go  to  the  pharmacy  about  once 
a  week,"  he  says,  "but  usually  I  just 
study  my  projects."  He's  deeply  in- 
volved in  real  estate  speculation,  land 
development  and  construction. 


He  no  longer  owns  stock  in  Gen- 
eral American,  but  he  does  own,  with 
a  variety  of  partner*,  1,000  acres  of 
"Air  Industrial"  land  adjacent  to  Fair- 
banks Airport,  a  hotel  and  other  com- 
mercial properties  in  downtown  Fair- 
banks and  about  600  acres  of  resi- 
dential land.  He's  also  backing  Mod- 
ern Construction— "the  biggest  home- 
owned  construction  company  in  the 
state,"  which  currently  has  an  esti- 
mated $25  million  worth  of  contracts. 

What  has  becoming  a  multimillion- 
aire meant  to  him?  "Oh,  it  just  gave 
me  wider  horizons  to  shoot  at,"  he 
says,  puffing  on  a  cigar.  People 
around  town  agree.  "Miklautsch," 
they  say,  "hasn't  changed  a  bit." 
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Progress?  "Let  the  bastards  freeze  in  the  dark"  was 
a  common  bumper-sticker  taunt  to  environmentalists 
when  most  residents  waited  impatiently  for  this 
stored  pipe  to  be  put  in  place.  With  approval,  how- 


ever, came  second  thoughts  about  changes  it  would 
bring.  A  candidate  advocating  "go-slow  growth"  re- 
cently defeated  Wally  Hickel,  former  Interior  Secre- 
tary, for  the  Republican  gubernatorial  nomination. 


I 


been  able  to  take  over  the  north  post 
of  Fort  Wainwright  outside  town." 

Thomas  Miklautsch,  the  pharma- 
cist who  has  a  stake  in  the  Prud- 
hoe  Bay  oil  field  (see  box,  p.  41 )  and 
who  is  a  Fairbanks  property  owner 
and  developer,  is  delighted.  Resi- 
dential land  prices  have  gone  from 
60  cents  per  square  foot  to  90  cents. 
Commercial  lots  that  would  have  sold 
last  year  for  $8,000  per  acre  are  now 
going  for  $20,000. 

Municipal  authorities  are  struggling 
to  provide  services.  Two  new  schools 
are  being  built  and  half  of  the  existing 
ones  run  double  shifts. 

Local  retailers  report  sales  increases 


of  between  15%  and  40%.  Supermarket 
owner  Paul  Gavora,  who  built  the 
city's  first  shopping  center  five  years 
ago,  has  started  a  second,  bigger  one. 
Nerland's  furniture  store,  which  has 
served  the  area  since  Gold  Rush  days, 
is  proceeding  with  a  million-dollar, 
30,000-square-foot  addition. 

In  Anchorage,  the  financial  center 
of  the  state,  the  pace  isn't  quite  as 
frenetic— yet.  The  city  is  larger, 
161,000  people,  the  economy  more  di- 
versified and  the  impact  not  as  direct. 
But  all  over  town  office  buildings  are 
going  up.  Bars,  which  stay  open  until 
5  a.m.,  are  jammed  with  businessmen 
making    deals    and    workingmen    off 


from   their   jobs   along   the   pipeline. 

People  worry  about  crime  and  talk 
of  the  increase  in  the  number  of  pros- 
titutes openly  soliciting  downtown. 
"They  are  the  ones  who  are  really 
making  money,"  says  a  resident.  Some 
estimates  say  $100  to  $500  per  day. 

Two  new  banks  are  due  to  open 
this  year.  On  Fourth  and  Fifth  streets, 
established  bankers  are  counting  their 
money.  "Our  IPC  deposits— individ- 
uals, partnerships  and  corporations- 
are  running  more  than  18%  above  last 
year,"  says  National's  President  Don- 
ald Mellish,  "and  we've  had  to  scram- 
ble a  lot  harder  to  satisfy  customers' 
loan  needs." 


Gone  Are  The  Days.  The  quiet  harbor  of  Valdez  will  be  transformed  by 

terminal  pipeline  facilities,  but  residents  face  problems  as  well  as 

opportunities.  Along  with  jobs,  the  pipeline  is  bringing  higher 

living  costs,  overburdened  sanitation  facilities,  crowded  schools. 


Herculean  Task.  Hercules  cargo 
planes  have  blanketed  the  state, 
moving  thousands  of  tons  of 
materiel  to  construction  sites. 
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Ties  of  people 

Morris  sheets 
\re  hi  the  news. 
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ing  to  get 
a  lot  better: 


Morris  Sheets  is  a  man  who  doesn't  sit  around 
and  shake  his  head  when  the  news  is  bad.  He 
believes  he  can  help  make  a  good  tomorrow  if 
he  does  his  share  of  the  work  today.  White 
Motor  Corporation  knows  him  because  he 
relies  completely  on  tractors,  combines  and 
other  implements  from  our  White  Farm 
Equipment  Company  to  bring  in  some  1400 
acres  of  beans,  corn  and  wheat  from  the 
Indiana  fields.  Listen  to  him  talk  and  you  can 
tell  he  loves  every  inch  of  the  land  he  walks 
and  works  on.  Ask  him  about  the  future  and 
he  answers  softly:  "The  American  farmers 
never  let  you  down  yet,  has  he?" 

At  White  Motor  Corporation  we  know 
we've  got  to  be  good  at  what  we  do,  because 
we  work  in  the  areas  America  is  putting  the 
pressure  on  — transportation,  agriculture  and 
energy.  But  we  get  a  lot  of  inspiration  from 
making  our  products  well  by  seeing  them  in 
the  hands  of  people  like  Morris  Sheets. 
Working  with  him  reminds  us  that  anyone  who 
has  lost  faith  in  the  future  has  lost  sight  of 
our  country's  main  source  of  strength:  the 
ideas  and  energies  of  the  thousands  of  people 
like  Morris  Sheets  who  are  spread  out  across 
its  length  and  breadth. 


At  White  Motor  we  know... 
when  you  believe  in  what  you're 
doing  you  do  it  better. 


WHITE  MOTOR 
CORPORATION 


This  announcement  appears  as  a  matter  of  record 

LLTChbur^rburdru 

in  business  since  1896 
announces  their 

NEW 
$24,000,000 

Archer  Creek  Plant  at  Lynchburg,Virginia 

A  fine  example  of  progress  and  stability  of 
doing  business  in  the  State  of  Virginia.  The 
undersigned  would  welcome  the  opportunity  to 
present  our  State  s  adi  ant  ages  to  your  company. 

Virginia  Division  of 
Industrial  Development 

Frank  Alspaugh.  Director 

The  Governor's  Office,  1010  State  Office  Building 

Richmond.Yirginia  23219 


New  block  of 
"U.S.A."  Bank  Accounts 
to  be  opened 
to  the  public 

Announce  expansion  of  only  bank  plan 
in  U.S.  that  allows  both  checks  and 
top  interest  at  same  time 

Citizens  Bank  &  Trust  Company  in 
suburban  Chicago  has  announced  that 
a  new  block  of  its  unique  "United 
Security  Accounts"  is  being  released  to 
the  public. 

These  are  the  only  nationwide  bank 
accounts  in  the  United  States  that  pay 
maximum  savings  rate  interest  on 
money  that  would  ordinarily  be  earning 
nothing  in  a  checking  account  for  imme- 
diate access.  Accountholders  can  write 
free  checks  on  credit  against  the  entire 
account  while  the  interest  is  compounded 
daily  on  the  remaining  balance. 

Like  a  free  checking  account  that 
pays  highest  savings  account  in- 
terest. There  are  no  check  or  service 
charges,  and  because  of  a  free  repay- 
ment period,  the  account  can  be  used 


just  like  a  completely  free  checking  ac- 
count with  no  minimum  balance  re- 
quired. 

The  bank  is  in  the  quarter-billion- 
dollar  class  with  exceptional  reserves 
and  F.D.I.C.  insurance.  All  transactions 
are  by  postage-free  mail. 

A  bank  spokesman  reports  that  peo- 
ple with  "United  Security  Accounts" 
earn  as  much  as  $100,  $500  or  more 
extra  interest  every  year  even  though 
they  can  still  write  checks  up  to  their 
full  balance.  He  said  accountholders 
enjoy  the  convenience  of  one,  confiden- 
tial bank  account  that  does  the  work  of 
two  separate  savings  and  checking  ac- 
counts. 

Although  "U.S.A."  accounts  are  held 
by  80,000  depositors  throughout  the 
United  States  and  in  many  foreign  coun- 
tries, new  accounts  have  only  been 
available  at  limited  intervals,  mainly  to 
persons  recommended  by  present  ac- 
countholders. Now  the  bank  says  it  will 
release  a  block  of  new  accounts  for 
applicants  without  recommendation. 

During  this  limited  application  period, 
anyone  interested  is  invited  to  send, 
without  obligation,  for  a  free  booklet 
describing  the  special  advantages  of 
these  accounts.  The  convenient  coupon 
below  should  be  sent  without  delay. 
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---------  FREE  BOOKLET  COUPON 

Howard  S.  Hadley,  U.S.A.  Director 
Citizens  Bank  &  Trust  Co.,  Dept.  F-20 
(Park  Ridge)  Chicago,  III.  60666 

Please  mail  me  my  free  booklet  with  full  information  on 
how  I  can  use  a  "United  Security  Account"  like  a  free 
checking  account  that  pays  highest  savings  account  interest. 
NAME 
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Assets  Over  Quarter  Billion  Dollars 
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John  Robertson,  vice  president  of 
Home  Federal  Savings  &  Loan  As- 
sociation and  a  longtime  advocate  of 
stronger  state  banking  systems,  com- 
plains about  the  Federal  Reserve's 
tight-money  policy.  "It  is  counterpro- 
ductive here,"  he  says.  "We  have  a 
real  growth  situation.  We're  trying  to 
provide  basics.  It's  not  a  matter  of 
trying  to  keep  up  with  the  neighbors, 
so  the  demand  isn't  going  to  go  away." 

Several  entrepreneurs  have  struck 
it  rich  in  a  way  that  none  of  Alaska's 
old-time  prospectors  ever  did.  Take 
Frank  Lindsey,  a  small,  modish  man 
brimming  with  enthusiasm.  Lindsey's 
company  is  Ocean  Technology  Ltd. 
OTL  does  geological  surveys  primari- 
ly for  the  oil  industry.  One  of  its  con- 
tracts, for  example,  is  to  verify  the 
pipeline  route  south  of  the  Yukon 
River  for  Alyeska.  Lindsey  has  always 
gambled  and  bought  the  most  up-to- 
date  equipment  so  he  could  keep 
growing  with  the  oil  industry  in  Alas- 
ka. This  year  he  bought  an  air-taxi 
operation  "to  support  our  airborne  en- 
gineering. That  company  had  one 
helicopter  last  year.  At  present  we 
have  six  ships  flying  and  four  on  or- 
der. We're  also  planning  to  acquire 
more  oceanographic  equipment  for 
the  offshore  work  coming  up  in  Cook 
Inlet  and  the  Gulf  of  Alaska. 

"We're  going  to  net  about  $4  mil- 
lion this  year,  up  from  $1.8  million  in 
1973.  But  next  year  will  be  the  good 
year!"  enthuses  Lindsey. 

Lindsey,  a  surveyor  by  profession, 
went  to  Alaska  in  1958  "because  only 
3%  of  the  state  had  been  surveyed  at 
that  time.  No  more  than  10%  has  been 
now,"  he  adds,  "so  there  is  still  plenty 
of  opportunity." 

Everybody  Says  "Hi" 

But  you  don't  have  to  be  a  tech- 
nician to  make  out  in  Alaska.  Take 
Nondas  Pappas,  33,  who  emigrated 
from  Greece  only  eight  years  ago  as  a 
student.  Coming  to  Alaska  after  man- 
aging a  seafood  restaurant  in  Los  An- 
geles, he  landed  a  job  as  manager  of 
Fairbanks'  prestigious  Petroleum ' 
Club.  He  left  to  run  his  own  com- 
pany, Continental  Services,  Inc., 
which  supplies  food  and  housekeep- 
ing services  to  outlying  work  camps. 
Among  his  customers  are  three  big 
construction  subcontractors.  Pappas 
likes  Alaska  for  more  than  the  money- 
making  opportunities.  "Here,"  he  says, 
"you  are  somebody.  Everybody  sa\s 
'hi'  to  you.  It's  not  like  Los  Angeles 
or  Detroit." 

Pappas  points  out  that  success  in 
Alaska  does  not  go  to  people  who  like 
to  take  it  easy.  The  pace  is  hectic. 
"What  we  did  in  two  seasons  in  1972 
we  now  do  in  two  weeks."  But  he 
likes  the  challenge  and  the  feeling  thai 
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Asqrco  lead:  as  vital  for  batteries  today 

as  it  was  75  years  ago* 


Asarco  started  as  a  company  in  1899,  about  the  time 
the  automobile  started  to  replace  the  horse.  Since 
then  we've  produced  26  million  tons  of  refined  lead, 
enough  to  make  2.5  billion  automobile  batteries. 

Today,  lead  batteries  provide  quiet,  fumeless 
power  for  hundreds  of  thousands  of  fork  lift  trucks, 
golf  carts,  snowmobiles,  portable  tools,  appliances, 


and  electric  cars,  which  are  making  a  comeback. 

We've  taken  the  long  view  through  all  our  75  years. 
We  have  to.  After  all,  a  mine  isn't  built  in  a  day. 
We  work  far  ahead  to  find,  mine  and  refine  lead  and 
23  other  materials  which  are  essential  to  our  nation's 
economy.  Headquarters  are  at  120  Broadway,  New 
York,  N.Y.  10005. 


ASARCCP 

American  Smelting  and  Refining  Company 


1 

ft 
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\n  Alaskan  pipeline 
hat's  out 
>f  this  world. 

i  communications  pipeline,  23 
lousand  miles  up.  It  runs  not  only  to 
daska  but  from  coast  to  coast,  too. 
k  satellite  transmission  system  to  carry 
our  voice,  data,  or  video  pictures 
rom  New  York  to  California  or  to 
daska  and  back. 

What  advantage  does  it  have  over 
resent  land-line  systems?  A  cost 
i vim*  of  as  much  as  50%. 

It  is  the  first  domestic  satellite 
pmmunications  system  available 
i  the  U.S.A. 

ind  its  just  the  beginning.  Satellites 
an  be  a  means  of  linking  up  cable 
1 V  systems  around  the  country.  Or 
ansmitting  newspapers  and  magazines 
ia  facsimile.  Or  beaming  movies  into 
leaters  right  from  Hollywood.  Or 
ven  providing  a  flight  envelope  for 
ectronic  mail. 

RCA  Globcom  is  operating  the 
ie  system  now,  using  a 
anadian  satellite  and  four  U.S. 
round  stations. 

And  soon . . .  1975 . . .  we'll  have 
CA-built  satellites  and  dozens  of 
round  stations,  to  bring  you  more 
uinnels  of  communications  and 
nk  you  to  all  areas  of  the 
nited  States. 

Electronics  is  creating  new 
ays  to  make  life  better, 
aid  RCA,  which  helped  create  the 
•chnology,  is  still  innovating  the 
ectronic  wav. 


The  electronic  way 


Fanfares 
From 


Top  Brass 

For 

Tact  And  Comment" 

"Fact  and  Comment  is  a  fine  col- 
lection of  Malcolm  Forbes'  percep- 
tive and  provocative  observations 
on  business  and  society." 

Frank  T.  Cary 

Chairman  of  the  Board 

IBM 

"I  spent  a  few  pleasant  hours  read- 
ing Fact  and  Comment  and  re- 
flecting on  the  comments  which 
Malcolm  Forbes  has  made  over  the 
years.  It  was  surprising  to  me  how 
many  of  the  ideas  expressed  in  his 
Comments  later  became  Facts." 

Gerald  H.  Trautman 

Chairman  of  the  Board 

The  Greyhound  Corporation 

"Spending  precious  moments  with 

FACT  AND  COMMENT  is  a  delight. 

I    savor    it    in    sips    rather    than 

quaffing  it  down  in  one  sitting.  That 

way   it    provides    brighteners   for 

many  a  day."  R.  H.  Herzog 

President 

3M  Company 

". . .  pithy,  stimulating,  humorous 
and  right  to  the  point." 

Joseph  T.  Bailey 
Chairman  and  President 
The  Warner  &  Swasey  Company 
"For  those  who  like  common  sense 
with  a  light  and  engaging  touch, 
Malcolm  Forbes'  collection  of  his 
best  editorial  gems  is  a  great  con- 
tribution to  instant  knowledge  on 
'what's  what'  or  'who's  done  what 
to  whom'  on  the  passing  scene." 

John  C.  Emery,  Jr. 

President 

Emery  Air  Freight  Corporation 


At  your 

bookstore . . . 

or 

mail  this  coupon 


Forbes  Inc.,  Dept.  I, 

60  Fifth  Avenue,  N.Y.,  N.Y.  10011 


Please  send  me. 


-copies  of  Malcolm 


Forbes'  Fact  and  Comment  at  the  ad 
dress  below.  My  payment  of  $. 


covering  the  above  copies  at  $7.95  a 
copy  is  enclosed.  (No  charge  for  ship- 
ping and  handling.) 


Name. 


(please  print) 


Address. 


City. 


State. 


.Zip. 


N.Y.  State  residents,  please  add  appli- 
cable local  taxes,  as  required  by  law. 


'making  money  is  pretty  much  up  to 
you— if  you  meet  your  obligations." 
Supplying  a  camp  isn't  as  simple  as  it 
sounds,  though,  he  says,  because  you 
are  dealing  with  people  far  from  home 
in  a  monotonous  situation.  "They  can't 
fight  with  their  wives  because  they're 
not  there  and  they  can't  fight  with  the 
foreman  or  they  might  lose  their  jobs, 
so  they  fight  with  the  cook.  If  the 
camp  runs  out  of,  say,  mustard,  you'd 
better  fly  it  in  from  Seattle  or  Chicago 
or  there  could  be  a  riot." 

With  inflation  rampant,  Pappas 
does  worry  about  his  contracts  that 
aren't  cost-plus.  "Inflation  could  wipe 
me  out.  I  want  to  grow  more  slowly 
now  and  keep  a  close  watch  on  all 
my  costs." 

There  are  literally  dozens  of  small- 
businessman-makes-good  stories  like 
this  in  Alaska  this  year:  small  con- 
struction outfits;  air-taxi  operations; 
trucking  firms.  There  is  Barbara  Stal- 
ey's  girl-Friday  service  in  Fairbanks 
and  several  new  restaurants. 

It  would  be  wrong  to  think  that 
the  pickings  were  easy.  A  good  many 
people  went  broke  when  they  rushed 
into  ventures  after  oil  was  found  and 
were  stranded  when  ecologists  de- 
layed the  pipeline.  William  F.  Mc- 
Clure  is  president  of  UniSafe  Co., 
which  produces  highly  sophisticated 
protection  systems  for  oil  wells.  In 
1971  UniSafe's  parent  company  had 
to  file  for  protection  under  Chapter 
11  of  the  bankruptcy  act.  McClure 
got  back  on  his  feet  by  selling  an  oil- 
tool  division  at  a  $700,000  loss.  This 
year  he  expects  UniSafe  to  gross  $1.4 
million  and  to  show   a   small   profit. 

Raymond  Petersen,  the  old  barn7 
stormer  who  runs  Wein  Air  Alaska, 
squeaked  his  company  through  four 
lean  years  with  the  slimmest  of  prof- 
its, but  now  business  is  booming. 

It  took  a  certain  amount  of  tough- 
ness as  well  as  shrewdness  to  last  out 
the  pipeline  delay.  John  Hopkins,  35, 
is  the  developer  of  a  245,000-square- 
foot  business  park  and  a  378,000- 
square-foot  warehouse  complex  in 
Anchorage.  Hopkins  was  among  the 
first  wave  of  opportunity  seekers  to 
head  north  after  the  Prudhoe  Bay  dis- 
covery-well was  brought  in  in  1968. 
In  1969  he  was  doing  a  feasibility 
study  for  a  possible  office  building  in 
Anchorage  when  the  delays  began. 
"First  we  thought  it  would  be  90 
days,"  he  says,  "then  a  year,  then  three 
years.  Fortunately,  we  weren't  at  the 
point  where  we  couldn't  stop." 

Hopkins  shelved  the  big  plans,  but 
proceeded  to  get  involved  in  smaller 
projects.  He  built  a  number  of  gas 
stations  for  Tesoro,  for  example.  Mean- 
while, he  continued  to  buy  real  es- 
tate around  town  and  to  talk  to  pro- 
spective tenants.  He  and  his  partners 


World  Capital?  Wall  Street  is  dead, 
Anchorage  businessmen  say.  With 
60%  of  undeveloped  resources  in  the 
Pacific  Basin,  what  city  is  better 
situated  than  theirs  to  become  the 
world's  financial  center? 


also  had  the  foresight  to  buy  a  gravel 
pit  when  it  was  a  buyer's  market.  The 
price  of  gravel  has  since  doubled. 

"In  March  of  1973  we  decided  the 
time  was  right  and  started  putting  to- 
gether the  package  that  resulted  in 
the  business  park  and  warehouse  com- 
plex. I  had  a  gut  feeling  the  pipeline 
was  about  to  go  through." 

Hopkins  admits  to  a  lot  of  anxious 
moments  walking  around  the  124,000 
square  feet  (two  football  fields)  that 
were  to  become  the  first  part  of  the 
warehouse  complex.  But  that  build- 
ing is  now  occupied  and  another 
70,000-square-foot  one  is  opening  this 
month.  The  first  three  buildings  in  the 
business  park  (which  Hopkins  calls 
"my  baby")  opened  in  September  and 
are  virtually  fully  rented.  Four  more 
will  open  in  November.  Hopkins 
won't  say  how  much  money  he  has 
made  so  far  in  Fairbanks  real  estate, 
but  he  admits  he  started  with  zero 
and  is  now  the  major  owner  of  the 
$25-million  investment. 

What  Hopkins  did  on  a  l>i^  scale, 
Johnny  Kirkly  did  on  a  much  smaller 
scale.  Kirkly,  30,  came  from  Tuska- 
loosa,  Ala.  Together,  he  and  his  wil. 
Mindy  ran  their  $7,500  grubstake  into 
$150,000  worth  of  businesses.   The) 
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Marriotts  ESSEX  HOUSE 


m 


Sprints,  Secrets,  and  Suites  by  the  Park. 


Run,  Don't  Wafft 

Early  the  other  morning,  two 
energetic  businessmen  from 
Boston  were  seen  silentlv 
making  their  way  across  our  lobby 
in  powder  blue  warm-up  suits  and 
white  sneakers.  As  it  turned  out, 
they've  improvised  a  jogging  path 
through  our  city  canyons  and  fol- 
low it  diligently  everytime  business 


brings  them  to  New  York.  For  you 
enthusiasts  who  wish  to  make  note 
of  it,  here  are  the  directions:  Out 
our  59th  Street  doors  and  east  to 
Madison  Avenue  (past  the  G.M. 
building).  South  on  Madison  to 
45th  (Ajbercrombie),  right  on  45th 
to  Fiftl\-Avenue.  Another  right  on 
Fifth  brings  you  back  to  59th  and 
then,  left  to  the  Essex  House  Hotel. 
Our  joggers  caution  a  six  a.m.  start 
is  essential.  Otherwise  you  may 
find  thickening  crowds  and  tremu- 
lous stares.  On  your  marks,  get 
set— go! 

Wonder  No  More 

We've  had  a  number  of  ques- 
tions concerning  the  elegant, 
new  doors  to  the  right  of  our  59th 
Street  entrance.  Without  false 
modesty,  we  proudly  inform  you 


that  this  is  the  threshold  of  our 
Essex  Towers— one  of  New  York's 
most  distinguished  condominiums. 


If  you  or  your  company  require 
exceptional  year-round  accommo- 
dations in  New  York,  you  should 
investigate  the  many  advantages 
The  Essex  Towers  have  to  offer. 
The  condominiums  themselves  are 
available  in  various  size  suites, 
each  tastefully  furnished  and 
beautifully  decorated.  If  you  wish 
more  information  or  a  personal 
showing,  we  would  welcome  your 
.inquiry. 

A  King's  Wharf  Encounter 

History  has  it  that  a  King's 
Wharf  supplies  royalty  with 
the  regal  necessities  of  life.  A  rich 
tapestry  for  the  banquet  hall,  a 
cask  of  fine  wine,  precious  opals— 


any  and  everything.  How  this  all 
was  accomplished  remains  a  secret, 
but  from  that  day  to  this,  the  term 
King's  Wharf  has  come  to  connote 
a  place  of  abundance. 

Our  King's  Wharf  restaurant, 
here  in  the  Essex  House  Hotel  re- 
mains true  to  the  legend.  In  an 
atmosphere  of  candlelight  and 
sailing  ships  we  offer  you  a  royal 
menu.  Entrees  of  Dover  Sole 
Meuniere,  Fresh  Whole  Maine 
Lobster,  Roast  Prime  Rib  of  Beef 
and  Filet  Mignon. 

We  invite  you  to  discover  our 
place  of  abundance.  Fit  for  a  king. 

Mike  the 
Magnificent 

For  over4 1  years. 
MikeO'Rourke 
has  been  serving 
our  guests,  making 
friends  and  estab- 
lishing  his  own 
Essex  House  history. 
Mike's  our  Senior  Bell 
Captain  and  his  energy 
and  enthusiasm  never  seem 
to  diminish.  He  brings  that 
positive  quality— a  sense  of 
personal  enjoyment  to  every  aspect 
of  his  work.  Someday  soon  we'll 
try  to  get  Mike  to  sit  still  long 
enough  tosharesomecf  his  famous 
stories  with  you.  But  in  the  mean- 
time,   thank    you    Mike.    You're 
magnificent. 

.Marriott's 
ESSEX  HOUSE 

All  you  need  to  know  about 
hotels  in  New  York. 

160  Central  Park  South, 
New  York  10019. 

Telephone  toll-free  for  your 
reservations:  800-228-9290. 

Write  for  our  new  brochure. 


bought  a  neighborhood  bar  in  Fair- 
banks, got  it  running  properly  and  sold 
it.  After  doing  the  same  thing  three 
times,  they  opened  The  Roustabout,  a 
w  arm,  wood-paneled  bar  in  Fairbanks. 

What  brought  Johnny  Kirkly  to 
Alaska?  He  was  always  the  adven- 
turous type.  As  a  college  kid,  he  says, 
he  smoke-jumped  in  Oregon  during 
summer  vacations.  Later  he  worked 
for  Air  America  in  Laos  in  a  cloak-and- 
dagger  operation  that  required  jump 
qualifications.  From  there,  he  says,  "I 
headed  straight  for  Fairbanks.  It  just 
seemed  to  me,  judging  by  what  I'd 
been  reading,  that  Alaska  was  the 
place  to  go  to  make  money." 

Kirkly  says  he  almost  changed  his 
mind  when  he  got  a  taste  of  Alaska's 
high  prices— that  was  1969  and  a  short 
cab  ride  cost  him  almost  $10— but  he 
looked  around  a  bit  more  and  stayed. 

"My  objective  isn't  to  run  bars  for 
the  rest  of  my  life,"  he  says,  "but  to 
buy  properties  at  a  good  price,  get 
them  running  smoothly  and  then  sell 
them.  We  thought  we  were  going  to 
get  out  of  the  bar  business  and  into 
excavation,"  he  says,  "but  this  Roust- 
about opportunity  came  up  and  we 
took  it." 

Perhaps  because  of  the  climate, 
the  long,  dark  winter  days,  the  lack  of 
sophisticated  city  life,  perhaps,  too, 
because  there  are  no  longer  many  will- 
ing to  pull  up  stakes  for  the  risks  and 


discomforts  of  a  new  life— for  all  of 
these  reasons,  there  has  been  no  great 
influx  of  fortune-seekers  into  Alaska. 
"We've  been  getting  a  lot  of  inquiries," 
says  Baer  of  the  Chamber  of  Com- 
merce, "but  we  haven't  seen  much  of 
an  influx." 

Go  Home! 

This  is  just  fine  with  a  good  many 
Alaskans.  They  appreciate  the  pros- 
perity and  the  money-making  oppor- 
tunities, but  they  realize  there  are 
trade-offs  involved.  Realtor  Jeffry 
Cook  is  an  old-time  resident  by  Alas- 
kan standards— his  father,  Earl,  started 
their  Fairbanks  real  estate  business 
25  years  ago.  Says  Cook:  "I  was  very 
much  in  favor  of  the  pipeline,  but 
then,  after  the  battle  was  won  last 
January,  I  began  to  have  second 
thoughts.  Sure,  it's  great  economical- 
ly. Sure,  our  business  will  double  to 
about  $3  million  this  year.  But  money 
isn't  everything.  I'm  not  anxious  to 
see  Fairbanks  change  and  I  don't 
want  my  lifestyle  to  change." 

Victor  Fischer,  director  of  the  In- 
stitute of  Social,  Economic  &  Gov- 
ernment Research  at  the  University  of 
Alaska,  has  this  to  say  about  the 
Alaskan  attitude  toward  newcomers: 

"Most  Alaskans  think  the  state 
should  have  been  locked  the  day  after 
they  came  in."  Richard  Kennard, 
president  of  Peoples  Bank  &  Trust  in 


Anchorage,  tells  the  probably  apoc- 
ryphal story  of  an  Alaskan  of  two 
months  standing  who  seriously  pro- 
posed a  law  banning  newcomers. 
Kennard  says  he  broke  listeners  up 
by  answering  this  way:  "Good  idea, 
but  we  should  have  done  it  two 
months  ago." 

However,  Alaskans  are  basically 
friendly  people;  the  state  is,  after  all, 
a  frontier  and  lonely.  From  a  practical 
point  of  view,  moreover,  some  people 
are  beginning  to  realize  that  the  state 
needs  more  bodies.  On  the  books  is  a 
constitutionally  questionable  "Hire- 
Alaska"  law;  it  provides  that  contract- 
ors give  preference  to  Alaskans  in  hir- 
ing. The  law  has  been  so  well  pub- 
licized that  now  businessmen  are  hav- 
ing trouble  filling  jobs.  "Some  of  the 
people  the  employment  agency  sends 
over  can't  even  find  the  store,"  says 
Ron  Nerland,  president  of  Nerland  s 
Home  Furnishings  in  Fairbanks. 

And  meanwhile,  the  boom  rolls  on. 
"We're  going  to  be  a  very  wealthy 
state,"  says  Victor  Fischer.  There  is 
talk  that  the  state  holds  eight  times 
the  North  Slope's  proven  reserves  of 
9.6  billion  barrels  of  oil.  There 
is  talk  about  coal,  copper,  iron  and 
gold  now  that  the  oil  companies  have 
opened  the  interior. 

Go  Northwest  and  get  rich,  young 
entrepreneur,  but  not  if  you  expect  to 
take  it  easy.  ■ 


Cliff  Burglin 


Cliff  Burglin,  a  former  oil-  and  gas- 
lease  broker,  made  millions  filing 
Alaskan  oil  claims  for  his  clients.  But 
the  Federal  Government  has  put  him 
out  of  business.  He  complains:  "In 
Alaska,  where  the  producing  wells  in 
Cook  Inlet  average  1,000  barrels  per 
day  compared  with  the  national  av- 
erage of  18.7  barrels,  Washington 
won't  issue  oil  and  gas  leases  for  fur- 
ther exploration.  Issuing  them  is  stan- 
dard operating  procedure  in  every 
other  state." 

The  accepted  reason  is  that  Con- 
gress has  been  inclined  to  preserve 
Alaska  as  a  wilderness  (the  standing 
joke  among  Alaskans  is  about  their 
National  Forests  where  there  are  no 
trees)  and  to  do  right  by  its  native 
peoples,  the  Eskimos,  Indians  and 
Aleuts.  As  a  result,  there  has  been 
a  "freeze"  on  federal  land  since  1966 
and  a  "super  freeze"  since  1969.  The 
Government  still  owns  most  of  the 
state  land.  So  the  freeze  has  been 
effective  in  stopping  exploration. 

But  Burglin  sees  it  all  as  an  intricate 
conspiracy,  with  environmentalists, 
natives  and  the  Government  as  tools 
of  the  oil  companies  who  are  trying 
to  stop  entrepreneurs  like  him. 


"I  was  in  an  economic  Promised 
Land,"  says  Burglin— whose  stepfa- 
ther was  a  geologist  who  used  to 
dream  about  the  North  Slope's  oil 
potential.  As  a  broker,  Burglin  would 
pick  the  acreage  and  get  20%  of  any 
profits.  The  client  paid  50  cents  per 
acre  per  year  for  the  privilege  of 
exploring  and  would  get  the  rights  to 
oil  and  gas  on  the  property.  Usually, 
Burglin  says,  an  oil  company  would 
come  along  and  buy  out  the  client, 
paying  anywhere  from  $2  to  $18  per 
acre  and  granting  an  overriding  royal- 
ty of  perhaps  2%  on  future  produc- 
tion. The  client  would  deduct  his  in- 
vestment, pay  Burglin  20%  of  the 
balance,  put  his  depletion  allowance 
in  his  pocket  and  reinvest  the  rest. 

After  the  1966  land  freeze,  when 
people  could  no  longer  file  leases  but 
could  still  make  applications  to  do  so, 
the  arithmetic  got  even  better.  In- 
stead of  paying  50  cents  per  acre  per 
year  the  client  simply  laid  out  $1,280 
to  apply  for  a  lease  on  a  four-square- 
mile  tract  (2,560  acres).  If  an  oil 
company  came  along  and  paid  him  $2 
an  acre,  the  client  made  $5,120.  After 
deducting  the  outlay  and  paying 
Burglin,  in  this  case  $768,  the  client 


got  $3,072;  on  22%  of  that,  of  course, 
he  paid  no  taxes. 

Burglin  looks  like  the  cat  after  his 
canary  meal  when  he  talks  of  those 
good  times.  "It  was  exciting,"  he  says, 
"I  felt  I  was  in  something  important." 

Unfortunately  for  Burglin  and  oth- 
ers like  him,  those  good  times  may 
not  return.  The  next  oil  millionaires 
in  Alaska  will  probably  be  the  native 
corporations  set  up  to  implement  the 
1971  native  claims  setdement.  They 
are  in  the  process  of  choosing  the  40 
million  acres  the  settlement  granted 
them  and  they  have  first  call  on  all 
the  "frozen"  land.  In  some  cases  they 
have  hired  oil  companies  to  help  them 
make  their  choices. 

After  that,  if  and  when  the  other 
lands  are  released,  they  will  probably 
be  put  up  for  competitive  bidding. 
If  the  potential  is  as  great  as  many 
people  now  think,  the  prices  will  be 
outside  the  reach  of  individuals. 

Burglin  keeps  himself  amused  these 
days  by  figuring  out  ways  to  make 
money  from  Alyeska— he  leases  the 
company  its  Fairbanks  pipeyard— 
and  telling  people  this  story.  He's  als>> 
planning  a  $50-million  shopping  com- 
plex for  Fairbanks. 
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The  Pause  That  •  • .? 

Will  cash,  not  Coke,  be  the  Coca-Cola  Co.'s 
source  of  future  growth? 


If  reality  is  in  the  eye  of  the  be- 
holder, there  are  two  companies 
called  Coca-Cola.  One  is  just  the  kind 
of  company  with  great  prospects  in 
today's  environment.  The  other  is  the 
kind  that  will  be  treading  water. 

If  you  are  really  worried  about 
a  worldwide  depression  in  which  all 
but  the  strongest  companies  will  face 
liquidity  problems,  then  Coke  is  your 
boy.  It  is  almost  literally  floating  in 
money.  Its  cash  items  have  doubled 
since  1970  to  over  $300  million,  and 
debt  for  this  $2.1 -billion-sales  giant 
is  a  mere  $8  million. 

Coke  Chairman  J.  Paul  Austin  re- 
fers to  his  executives  as  "experts  in 
survivability."  Like  most  top-tier 
stocks  Coke  has  been  hard  hit,  down 
from  $150  to  $68.  But  in  a  very  big 
sense  Coca-Cola  has  survived  the  bear 
market.  Cut  down  though  it  is,  Coke 
remains  very  much  a  top-tier  stock 
at  18  times  earnings  and  at  almost 
five  times  book  value. 

That's  the  good  news.  Now  for  the 
bad  news.  The  soft-drink  market  in 
the  U.S.  has  shown  tremendous 
growth  (see  chart).  But  the  demo- 
graphics that  made  that  growth  pos- 
sible are  running  down.  It  is  the  10- 


to-24-year-old  group  that  most  thirsti- 
ly quaffs  soft  drinks.  This  age  group 
grew  by  38%  between  1960  and  1970, 
more  than  twice  as  fast  as  the  total 
population.  Between  1975  and  1980, 
however,  this  segment  is  expected  to 
decline  2.7%,  despite  a  3.8%  increase 
for  the  total  population.  If  past  trends 
hold,  there  will  be  more  Coke  drink- 
ers, but  their  numbers  will  grow  more 
slowly. 

Look,  too,  at  the  overall  figures. 
According  to  the  National  Soft  Drink 
Association,  the  average  American 
downed  227  eight-ounce  bottles  of 
soft  drinks  in  1963.  Last  year  the  fig- 
ure was  429.6.  As  the  chart  at  right 
shows,  soft  drinks  have  gained  great- 
ly in  market  share  as  against  rival 
drinks  like  coffee  and  milk.  But  from 
here  on,  any  further  gains  will  have 
to  come  from  hard-core  milk-  and  cof- 
fee-drinkers. 

The  results  don't  yet  show  on  the 
bottom  line.  But  in  fact  Coke's  domes- 
tic volume  sales  have  grown  only  5% 
annually  in  the  Seventies  so  far,  as 
against  well  over  6%  in  the  Sixties. 

In  recent  years  what  Coke  has  lost 
at  home  it  has  more  than  made  up  for 
abroad.  So  much  so  that  Coke's  for- 
eign revenues  are  now  44%,  and  its 
foreign  earnings  59%,  of  the  corporate 
totals.  Here,  too,  however,  the  fast 
growth  may  be  over. 
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There  is  no  doubt  soft  drinks  have 

been  the  star  performers 

in  the  U.S.  beverage  market 

the  past  ten  years.  But  be  wary. 

The  rate  of  growth 

in  the  domestic  soft  drink  market 

is  slowing  in  the  seventies. 
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way 
up. 

Last  year,  more  newspapers  were 
purchased  and  read  in  America  than  ever 
before.  And  there  were  a  dozen  new  dailies 
and  29  new  Sunday  papers  to  read. 

Newspapers  continued  their  lead  over 
all  other  media  in  ad  revenue. 

Despite  temporary  shortages,  even 
newsprint  consumption  was  up. 

We  can  read  it  only  one  way.  News- 
papers are  a  growth  industry. 

Today,  newspaper  people  are  standing 
taller.  And  well  they  should.  For  depth  and 
detailed  reporting.  For  reasons  that  are 
pure  business,  too. 

If  you'd  like  to  see  Gannett's  business 
figures,  write  our  Corporate  Secretary  for 
our  new  annual  report.  Gannett  Co.,  Inc., 
55  Exchange  Street,  Rochester,  N.Y.  14614. 

Gannett 
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CALIFORNIA     San  Bernardino-THE  SUN-TELEGRAM  (All  day) 
FLORIDA     Cocoa-TODAY  •  Fort  Myers-FORT  MYERS  NEWS- 
PRESS  •  Melboume-THE  EVENING  TIMES  ■  Pensacola-THE 
PENSACOLA  JOURNAL:  THE  PENSACOLA  NEWS    •  Titusville- 
STAR-ADVOCATE 

GUAM     Agana-PACIFIC  DAILY  NEWS;  PACIFIC  DATELINE 
HAWAII     Honolulu -HONOLULU  STAR-BULLETIN 
IDAHO     Boise-THE  IDAHO  STATESMAN 
ILLINOIS     Danville-THE  COMMERCIAL-NEWS  •  Rockford- 
MORNING  STAR;  REGISTER-REPUBLIC 
INDIANA     Lafayette- JOURNAL  AND  COURIER  •  Marion  - 
CHRONICLE-TRIBUNE 

MICHIGAN     Battle  Creek- ENQUIRER  AND  NEWS  •  Lansing 
THE  STATE  JOURNAL  •  Port  Huron-THE  TIMES  HERALD 
NEW  JERSEY     Camden-COURIER-POST  •  Bridgewater- 
THE  COURIER-NEWS 

NEW  YORK     Binghamton-THE  EVENING  PRESS:  THE  SUN-BULLETIN  • 
Elmira- STAR-GAZETTE  (All  day)  •  Saratoga  Springs-THE  SARATOGIAN 


Ithaca-THE  ITHACA  JOURNAL  •  Newburgh-THE  EVENING  NEWS  • 

Niagara  Falls-NIAGARA  GAZETTE  •  Rochester- DEMOCRAT  &  CHRONICLE; 

THE  TIMES-UNION  •  Utica-THE  OBSERVER-DISPATCH;  THE  DAILY  PRESS 

WESTCHESTER.   ROCKLAND   NEWSPAPERS     Mamaroneck-THE   DAILY  TIMES 

•  Mount  Vernon -THE  DAILY  ARGUS  •  New  Rochelle-THE  STANDARD-STAR  • 

Nyack-Rockland-THE  JOURNAL-NEWS  •  Port  Cheater-THE  DAILY  ITEM  • 

Tarrytown-THE  DAILY  NEWS  •  White  Plains-THE  REPORTER  DISPATCH  • 

Yonkers-THE  HERALD  STATESMAN  •  Ossining-THE  CITIZEN  REGISTER 

OHIO     Marietta-THE  MARIETTA  DAILY  TIMES 

OREGON     Salem-OREGON  STATESMAN;  CAPITAL  JOURNAL 

PENNSYLVANIA     Chambersburg-PUBLIC  OPINION 

TENNESSEE     Nashville- NASHVILLE  BANNER 

TEXAS     El  Paso-THE  EL  PASO  TIMES 

VERMONT     Burlington-THE  BURLINGTON  FREE  PRESS 

WASHINGTON     Bellingham-THE  BELLINGHAM  HERALD  •  Olympla- 

THE  DAILY  OLYMPIAN 

WEST  VIRGINIA     Huntington -THE  HERALD-DISPATCH;  THE  HUNTINGTON 

ADVERTISER 
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In  Japan,  Canada  and  Western  Eu- 
rope—countries where  the  big  bucks 
are— the  growth  of  Coke's  gallonage 
slowed  from  17%  per  annum  from 
1968  to  1971  to  11%  between  1971 
and  1973,  and  now  may  be  down  to 
around  8%.  Where  Coke  is  a  staple  at 
home,  it  tends  to  be  a  luxury  abroad, 
and  these  foreign  countries  are  having 
their  living  standards  badly  squeezed 
by  inflation  and  by  oil  prices. 

Overseas,  too,  the  two  dollar  deval- 
uations bolstered  earnings:  The  francs 
and  marks  and  yen  it  earned  became 
more  dollars  when  sent  home.  But  now 
the  dollar  is,  if  anything,  an  under- 
valued currency,  and  future  devalua- 
tions are  unlikely. 

Everywhere  inflation  is  taking  its 
toll.  Sugar,  the  principal  raw  material 
in  Coke's  syrup,  has  more  than  tre- 
bled in  price  since  Jan.  1.  Bottle  and 
can  prices  are  up  15%  and  33%,  re- 
spectively. Distribution  costs  have 
soared. 

Soft-drink  bottlers  have  raised 
wholesale  soft-drink  prices  18%  to  20% 
since  the  first  of  the  year;  even  so, 
Coke's  profits  were  squeezed.  In  the 
first  six  months,  on  a  13.5%  gain  in 
sales  volume,  profits  went  up  only  11%. 

At  home,  Coke  faces  yet  another 
problem.  The  Federal  Trade  Commis- 
sion is  challenging  in  the  courts  the 
soft-drink  industry's  franchise  system. 
If  the  FTC  suit  is  successful  it  could 
hurt  the  company  because  Coke  has 
the  largest  existing  franchise  system. 

The  Cash  Keeps  Flowing 

But  back  to  Coke's  strengths.  There 
is  that  powerful  balance  sheet,  which 
is  being  enriched  by  a  cash  flow  now 
running  at  nearly  $300  million  a  year 
—well  in  excess  of  dividends  and  cap- 
ital spending.  As  far  as  diversifica- 
tion is  concerned,  the  world  is  Coke's 
oyster;  unlike  Pepsi,  it  has  done  rela- 
tively little  to  date  in  the  way  of 
branching  out.  Coke's  ventures  into 
diversification  will  mean  taking  things 
that  will  bring  in  less  profit  on  sales 
and  equity,  but  earnings  are  earnings, 
whatever  the  percentages.  In  the 
meantime  Coke's  $300  million  in  cash 
equivalents-is  adding  about  $25  mil- 
lion pretax  a  year  in  profits  while  it 
waits  to  be  put  to  work. 

Donald  R.  Keough,  president  of 
Coke's  U.S.  division,  likes  to  tell  a 
story  about  the  parent  company's 
new  president,  Lucian  Smith,  55: 
"When  Luke  Smith  joined  this  com- 
pany in  1940,  his  father  was  very 
proud.  He  went  to  the  local  drug- 
store in  West  Point,  Miss,  to  tell  his 
friends.  'It's  a  shame,'  one  of  them 
one-upped  him,  'that  Luke  started 
after  the  growth  is  over.' "  Coke  men 
can't  accept  that  the  growth  ever  will 
be  over,  and  they  may  well  be  right.  ■ 


John's  island 


Only  by  personally  visiting  John's  Island  can  one  fully  appreciate 
the  special  ambience  of  this  privately  owned  resort  community  of 
residential  properties,  golf  cottages  and  oceanfront  apartments. 
The  next  best  thing,  however,  is  our  handsome,  hard-cover  book. 
It  is  illustrated  with  99  color  photographs,  and  is  available  for  $5. 
We  suggest  you  write  for  it:  17  John's 
Island  Drive, Vero  Beach,  Florida  32960. 


John's  island 


Obtain 
ing  nor 


the  HUD  Property  Report  from  developer  and  read  il  before  signing  anything    HUD  neither  approves  the  merits  of  the  offer 
the  value  of  the  property  as  an  investment,  if  any  This  offering  is  not  available  to  residents  of  states  where  prohibited  by  law 


A  minimum  of 
$5yOOO  could  put 
you  in  the  high  yield 
money  market* 


INTRODUCING:  FIDELITY  DAILY  INCOME  TRUST 

•  Participation  in  a  diversified  portfolio 
of  high-grade  short-term  money  market 
instruments 

•  Income  earned  daily,  7  days  a  week 

•  Check-writing  privilege  to  withdraw  funds 
by  redeeming  shares  ($1,000  minimum) 

•  No  minimum  investment  period 

•  No  charge  for  investment 

•  No  charge  for  withdrawal 

•  Minimum  initial  investment  $5,000 


For  further  information 

please  write  or  call  (8  A.M.  to  8  P.M.) 

for  a  free  prospectus 

Call  (800)  225-6190 
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Fidelity  Daily  Income  Trust 

35  Congress  Street 

P.O.  Box  832.  Boston.  Mass.  02130  Depl.  FF4001 

Please  send  my  free  FDIT  pnspectus. 


Cily_ 


-Zip. 


Telephone- 


FIDELITY  DAILY  INCOME  TRUST 


The  Trust  seeks  as  high  a  level  of  current  income  as  is  consistent  with  the  conservation  of  capital  and  liquidity  by  investing  in  certain 
money  market  instruments. 
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Crosscurrents 
In  The  Art  Market 


Let  alone  confusing 

they  are  also  a  little  bit  scary. 

There  are  frayed  nerves  as  the  new 
season  begins  in  the  great  London  and 
New  York  art  markets.  Dealers,  auc- 
tioneers, buyers  and  sellers  are  watch- 
ing .iihI  waiting  to  see  what  effect 
the  pom  sales  of  Impressionist  paint- 
ings in  London  last  summer  will  have 
on  prices. 

Impressionist  works— those  blurry 
paintings  by  the  19th-century  French 
artists  Monet,  Renoir,  Sisley,  et  al— 
are  special.  They  have  sparked  the 
art  boom  since  World  War  II.  But 
this  July  in  London,  first  at  Christie's 
208-year-old  auction  house  and  then 
at  Sotheby's,  the  world's  largest  art 
auctioneer,  the  Impressionists  peaked. 
One  expert  estimates  that  roughly 
37%  of  the  207  works  auctioned  failed 
to  sell.  At  Christie's,  a  Monet,  Les 
Bords  de  la  Seine,  Argenteuil,  which 
sold  for  over  $600,000  in  1970, 
brought  a  top  bid  of  only  $460,200- 
which  was  refused.  The  next  day  at 
Sotheby's  24  of  61  Impressionists 
offered  failed  to  sell  in  spite  of  some 
lower  reserve  prices  (minimum  ac- 
ceptable prices). 

Unlike  the  stock  markets,  however, 
the  art  market  has  not  collapsed.  The 
biggest  sale  of  the  auction  at  Christie's 
was  a  Renoir  that  went  for  $485,400. 
The  same  painting  sold  in  1959  for 
$140,000.  In  the  words  of  John  Her- 
bert, director  of  public  relations  at 
Christie's:  "There  is  a  shakeout  of 
prices,  which  is  inevitable."  But  the 
shakeout  is  selective. 

An  American  expert,  Howard  L. 
Katzander,  editor  of  International  Art 
Market,  puts  it  this  way:  "What  hap- 
pened in  London  in  July  will  have  an 
effect  on  the  market  in  New  York  in 
October,  no  question.  I  would  expect 
a  flattening  of  prices  for  the  high  end 
and  a  certain  caution  at  the  middle 
levels  until  the  real  tone  of  the  mar- 
ket shows  itself."  In  England,  Mrs. 
Richard  Hislop,  who,  with  her  hus- 
band, publishes  Art  Investment 
Guide,  notes  a  different  mix  of  buyers. 
"The  Japanese  have  fizzled  out.  They 
had  their  fling,"  she  says.  As  if  to  bal- 
ance that  observation,  she  notes  strong 
interest  from  Australians  and  from  the 
less  well-known  museums. 

One  thing  the  paintings  markets 
should  not  look  for  is  the  new-rich 
Arabs  coming  to  buy.  Traditional  Is- 
lam first  of  all  forbids  "graven  im- 
ages," and  while  this  stricture  is  re- 


laxed in  the  modern  religion,  there 
is  no  tradition  of  painting,  much  less 
of  portraiture,  in  Islamic  society. 
"They  buy  silver,  porcelain  and  car- 
pets," says  Sotheby's  Stanley  Clark. 
The  cheap  end  of  the  market,  in- 
terestingly, remains  strong.  More  than 
half  of  the  stuff  auctioned  at  Chris- 
tie's, which  moved  $106  million  worth 
of  art  and  jewelry  in  the  1973-74 
season,  goes  for  under  $250  each. 
At  least  50%  of  Sotheby's  $216-million 
sales  comes  into  that  category.  For 
one  thing,  collecting  at  the  lower  end 
of  the  price  scale  is  less  likely  to 
be  done  with  the  investment  motive, 
more  likely  to  be  a  case  of  love,  which 
is  probably  just  as  well. 

Time  For  A  Shakeout 

Why  then  the  nervousness?  The  an- 
swer is  that  recent  sales  have  found 
areas  of  price  weakness. The  situation 
was  put  well  recendy  by  Geraldine 
Norman,  sale  room  correspondent  for 
The  Times  of  London : 

"The  most  expensive  end  of  the 
market  has  been  much  more  affected 
than  the  lower  reaches.  This  cuts 
plumb  across  normal  auction  theory. 
To  my  mind,  the  change  is  a  direct 
reflection  of  the  investment  invasion 
of  the  market."  What  Norman  means 
is  that  would-be  investors  were  "lec- 
tured on  the  necessity  of  buying  qual- 
ity, which  will  always  hold  its  own. 
But  the  purveyors  of  art  were  not  al- 
ways overscrupulous  about  what  ex- 
actly quality  was,  where  the  investor 
was  not  capable  of  recognizing  it  for 
himself.  This  makes  it  only  too  natural 
that  the  top  end  of  the  market  should 
suffer  when  the  art  investors  draw  in 
their  horns."  In  this  respect,  the  cur- 
rent situation  is  rather  like  the  earlier 
stages  of  the  stock  market  collapse, 
when  the  phony  growth  stocks  and 
the  grossly  overpriced  ones— the  Lev- 
itzes  and  the  Avon  Products  and  the 
like— were  shaken  out  before  the  IB  Ms 
and  the  Kodaks  got  hit,  too. 

One  signal  New  York  and  London 
art  dealers  are  noticing  is  that  the 
Geneva  jewelry  auctions  have  been 
buoyant.  "Buoyancy  in  jewelry  usu- 
ally indicates  a  softness  in  paintings," 
notes  one  expert.  This  is  clearly  a  re- 
flection of  the  feeling  of  panic  be- 
ginning to  grab  many  of  the  world's 
well-to-do:  Jewelry  is  not  only  a  sup- 
posed   hedge    against    inflation,    it    is 


also  something  to  grab  and  run  with 
if  riot  or  revolution  sweeps  the  land. 

At  any  rate,  many  people  are  re- 
thinking their  attitude  toward  works 
of  art  as  an  investment.  If  Impression- 
ist paintings  can  drop  in  value,  then 
no  one  can  any  longer  have  any  illu- 
sions about  art  being  a  "sure  thing." 

Unless  you  particularly  like  living 
with  what  you  buy,  art  does  not  pay 
regular  dividends.  In  fact,  it  costs  to 
own  art:  Insurance  and  security  costs, 
and  "opportunity  cost,"  the  loss  of  in- 
terest and  cash  dividends. 

As  often  as  not,  the  big  money  has 
been  made  not  by  speculators,  but 
by  true  collectors  who  seek  psychic 
dividends,  then  capital  gains. 

An  example  is  the  late  Frederick  M. 
Mayer,  a  New  York  stockbroker  and 
realtor,  whose  collection  of  Chinese 
art  was  sold  in  London  in  June  for 
$6.4  million.  A  single  piece  of  that 
collection,  a  Mei  P'ing  jar,  brought  a 
price  of  over  half  a  million  dollars. 
Mayer  bought  the  jar  for  $900  in  a 
German  sale  in  1952. 

Oriental  art  is  "beginning  to  get 
an  Impressionist  aura,"  observes 
Christie's  John  Herbert.  He  means  a 
speculative  one.  It  may  be  significant 
that  the  Japanese  were  big  buyers 
at  the  Mayer  sale;  most  recently  they 
were  buyers  of  Impressionists— at  the 
top  of  the  market.  By  contrast,  Los 
Angeles'  Norton  Simon  sold  47  Im- 
pressionist paintings  last  year  for  $6.8 
million,  at  the  top  end  of  the  market. 

So  the  art  market  is  spotty  but 
shows  no  real  sign  of  collapsing.  Yet 
the  nervousness  remains.  The  art 
world  in  London  is  uncomfortably 
aware  that  antique  cars  have  leveled 
off  dramatically  from  their  recent 
steep  rises,  and  an  American  collec- 
tion of  sporting-scene  paintings- 
horse  pictures— while  bringing  at- 
tractive prices,  did  not  bring  anti- 
cipated prices.  Says  a  Christie's  man 
in  New  York:  "The  October  sales  at 
Parke-Bernet  are  absolutely  crucial 
this  year."  And  finally,  veteran  Stanley 
Clark  of  London  intones:  "For  now, 
the  day  of  the  rapid  advance  is  over." 

No  matter  how  comforting  it  may 
be  in  a  tricky,  unstable  world  to  own 
beautiful  and  valuable  art,  only  a  fool 
would  think  that  art  is  a  perfec  i 
hedge  against  the  uncertainties  of  the 
economic  world. 

Art  is  art,  but  money  is  money.   ■ 
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Rediscover 

a  company  that  outpaces 
the  industry  it  serves 


Write  for  Ceco's  financial  reports  and  find  out  about  the 
people,  products  and  services  that  make  this  company 
grow  faster  than  the  construction  industry  in  which  it 
operates . 

The  chart  shows  the  10-year  growth  of  Ceco  sales 
measured  against  total  construction  put  in  place.  Ceco's 
activities  are  concentrated  in  the  construction  of  industrial 
plants,  office  buildings,  shopping  centers,  parking  struc- 
tures, hospitals,  schools,  colleges  and  multi-story 
residential  buildings.  Also,  airports,  stadiums,  highway 
bridges,  energy  producing  facilities,  and  water  and  sewer 
projects.  This  broad  base  spreads  Ceco's  opportunities  for 
growth  in  revenue  and  earnings.  When  demand  for  some 
types  of  construction  is  on  the  down  side,  demand  for 
others  is  usually  on  the  upturn,  giving  the  company  a 
continuing  vigorous  market. 

So  rediscover  Ceco  by  asking  for  its  annual  and  interim 
reports. 


The  Ceco  Corporation 

5601  West  26th  Street  •  Chicago,  III  60650 
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As  I  See  It 


Why  People  Can't  Cope 


An  Interview  with  Donald  A.  Schon  of  MIT 


One  of  Donald  A.  Schon's  favorite 
stories  is  about  a  three-year  study 
commissioned  at  the  time  the  Russians 
launched  their  first  Sputnik.  It  was 
supposed  to  figure  out  how  the  U.S. 
could  produce  more  scientists  in  order 
to  catch  up  with  the  Soviets.  By  the 
time  it  was  out,  the  U.S.  had  Ph.Ds 
and  engineers  walking  the  streets 
looking  for  jobs. 

"This  kind  of  approach  is  all 
wrong,"  Schon  says.  "We  must  de- 
velop a  capacity  to  discuss  problems, 
become  aware  about  them,  rather 
than  reacting  instantly,  and,  in  the 
process,   creating  new  problems." 

Schon, v-43,  an  original  thinker,  is 
Ford  Professor  of  Education  &  Ur- 
ban Affairs  at  the  Massachusetts  In- 
stitute of  Technology.  At  Arthur  D. 
Little  Inc.  (from  1957  to  1963)  he 
worked  on  implementing  new  prod- 
ucts and  new  technology  for  busi- 
ness. He  has  also  written  two  books: 
Technology  and  Change  and  Beyond 
the  Stable  State. 

Forbes'  Robert  J.  Flaherty  asked 
Schon  what  was  behind  the  turmoil 
that  afflicts  business  and  all  our  oth- 
er institutions  today.  Why  are  so 
many  people  dissatisfied,  yearning  for 
the  good  old  days?  What  happened? 


Schon  :  First  of  all,  we  are  not  in  a 
period  of  sudden  changes.  In  the  U.S. 
the  change  process  has  been  quite 
steady  since  the  end  of  World  War 
II.  It  is  our  perception  of  the  change 
that  has  gradually  increased  over  the 
last  five  years. 

Organizations  and  institutions  are 
theories  that  perceive  problems  and 
offer  ways  to  deal  with  them.  But 
when  change  becomes  very  rapid,  in- 
stitutions can't  keep  up,  and  so  they 
deal  with  old  problems,  not  current 
ones.  So,  we  say  the  institutions  are 
mismatched  with  present  problems. 
However,  they  are  relevant  because 
they  are  what  we  have  to  work  with. 

To  make  matters  worse,  institutions 
have  built  in  dynamic  conservatism. 
This  helps  them  blot  out  the  realities 
of  change  so  they  can  continue  to 
perform  their  old  functions  in  their 
old  ways. 

Deliberate  blindness  on  their  part? 

Schon:  The  blindness  of  the  agencies 
that  serve  the  blind  is  an  example. 
Historically,  they  were  set  up  to  help 
blind  people  of  working  age  become 
employable.  But  today  most  blind 
people    are    old,    and    some,    legally 


blind,  even  have  partial  sight.  Instead 
of  regrouping  to  help  the  blind  ma- 
jority, most  agencies  for  the  blind  de- 
fine who  they  want  to  help,  what 
the  criteria  for  success  are  and  ignore 
those  who  don't  fit  them. 

Our  labor  unions  are  another  good 
example.  The  union  was  an  instru- 
ment for  solving  the  problems  of  the 
late  19th  and  early  20th  centuries, 
such  as  worker  security,  safety,  wage 
bargaining.  It  is  not  set  up  to  deal 
with  today's  workers'  feelings  of  de- 
humanization.  So  labor  went  from 
having  a  clear,  vital,  almost  religious 
idea  of  what  it  was  doing,  to  the 
point  where  Walter  Reuther  told  me 
that  he  looked  at  the  young  people 
coming  up  the  labor  movement  and 
saw  another  budding  bureaucracy  like 
any  other  bureaucracy.  It  had  lost 
its  sense  of  mission.  It  was  not  de- 
signed for  new  problems  like  the 
meaning  of  work  or  forming  a  com- 
munity union.  Revitalizing  his  union 
was  very  much  on  Reuther's  mind 
when  his  plane  crashed. 

Business  institutions  are  better  able 
to  adapt  to  change  than  most  other 
institutions.  See  how  they  absorb  the 
idea  of  control  from  [Alfred]  Sloan, 
constellations  from  Minnesota  Mining 
and  centering  around  a  service  from 
IBM.  They  can  restructure,  reduce  or 
destroy  obsolete  departments  before 
they  fall  apart. 

Government  has  not  been  as  good 
at  readapting.  Before  it  can  act,  the 
problem  has  often  changed.  Its  agen- 
cies are  often— like  the  unions— set  up 
to  deal  with  the  problems  of  the  past. 
Yet  they  fight  to  avoid  change  and 
maintain  themselves.  So  the  appara- 
tus doesn't  work.  Take  housing,  re- 
building the  cities  or  poverty.  Presi- 
dent after  President  sets  improve- 
ments as  goals,  but  conditions  get 
worse  and  worse. 

As  these  institutions  within  a  so- 
ciety become  unstable,  it  becomes 
much  harder  for  the  individuals  at- 
tached to  organizations  to  set  person- 
al goals  to  maintain  their  own  sta- 
bility. So  you  get  a  desire  to  slow 
things  down  and  go  back  to  the  past— 
the  nostalgia  wave.  You  get  revolt 
against  the  models  that  aren't  work- 
ing. The  turmoil  produces  a  sense  of 
frustration,  which  results  in  waves  of 
violence  and  crime.  And  to  a  great 
degree  you  get  mindlessness  where  a 
large  part  of  the  populace  can't  take 
all  this  change  and  escapes  by  the 
use  of  drugs. 

Why?   What  is  it  that   has   made 
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Schon's  views  follow  Heraclitus,  the 
Creek  philosopher  who  believed 
everything  was  in  constant  change. 

our  institutions  out  of  date? 

Schox:  Technological  change.  The 
rate  of  change  has  been  exponential 
since  1750,  but  now  we  have  reached 
such  a  level  of  inputs  per  year  that 
one  person  in  his  own  lifetime  must 
confront  the  kinds  of  adaptations  that 
in  earlier  times  were  handled  as  one 
generation  succeeded  another. 

What  is  liappening  to  family  life? 

Schox:  The  number  of  breakups  is 
astronomical.  And  technology  is  the 
driving  force  here,  too.  The  most  dra- 
matic changes  have  come  in  the  last 
ten  years.  They  have  been  sparked 
by  the  women's  movement  and  a  new 
definition  of  women's  roles.  You  can 
only  speculate  about  what  effect  these 
broken  marriages  will  have  on  chil- 
dren and  the  next  generation  that  will 
run  this  country. 

My  view  is  that  this  began  in  the 
Thirties  when  women  got  appliances, 
which  freed  up  their  time  and  caused 
a  decline  in  their  role  as  human  ser- 
vants. The  pill  and  other  contracep- 
tive devices  in  the  Forties  and  Fifties 
made  conception  a  matter  of  choice. 

Medical  breakthroughs  meant  a 
woman  had  the  potential  for  30  or 
40  productive  years  after  the  last  child 
was  born. 

I  call  these  the  technological  con- 
ditions for  a  change  in  role.  Women 
still  did  not  have  social  opportunity. 


Later  on  the  women's  movement  came 
along  and  exploited  the  gap  between 
the  potential  for  advancement  for 
a  woman  and  her  social  condition. 

How  do  toe  cope  with  this  kind  of 
deep,  disturbing  change? 

Schox:  At  the  level  of  the  person, 
response  to  transitions  like  this  one 
requires  a  new  competency  for  learn- 
ing. This  demands  greater  awareness 
of  information  that  disconfirms  one's 
cherished  assumptions  and  a  capacity 
for  examining  and  testing  one's  theory 
in  use. 

At  the  level  of  society,  the  public 
needs  improved  learning,  which  means 
confronting  the  artificial  character  of 
political  problems.  These  usually  cen- 
ter on  failure  to  deal  with  past  prob- 
lems and  waves  of  so-called  reform 
and  overcorrection. 

We  must  develop  a  capacity  to  dis- 
cuss the  problems,  become  aware, 
rather  than  reacting  instantly  and  cre- 
ating new  problems.  For  example, 
we  get  more  crime.  The  solution,  many 
people  think,  is  a  get-tough  approach. 
This  then  fills  the  jails,  raises  costs 
and  brings  forth  reformers  who  take 
a  get-the-men-out-of-prison  approach. 

The  zig-zag  policies  make  the  little 
guy  ask,  "What's  the  problem?"  The 
problem  is  all  the  little  guys  reacting 
to  an  old  problem  and  creating  a 
new  one. 

But  not  everything  changes.  For 
instance,  you  can't  change  human 
nature. 

Schox:  It  is  precisely  what  we  have 
called  human  nature  that  must  be 
changed  if  we  are  to  meet  the  chal- 
lenge of  learning  and  adapting.  This 
is  the  theme  of  a  book,  Theory  in 
Practice,  I  am  co-authoring  with 
my  colleague,  Chris  Argyris.  Institu- 
tions will  have  to  reform  so  that  they 
will  be  constandy  reacting  to  change, 
learning  what  the  current  problems 
are  and  freeing  up  individuals  to  be 
aware  of  them— not  continue  the  pat- 
tern of  screening  out  problems  that 
upset  them.  Perception  of  problems 
is  the  answer  to  much  of  the  great 
instability  and  turbulence  people  feel. 
Since  problems  will  continue  chang- 
ing faster  than  institutions  can  keep 
up  with,  the  focus  must  be  on  con- 
stant learning,  awareness  and  a  very 
pragmatic  approach. 

Woiv!  That's  silly.  Only  a  small 
group    can    constantly    punish   them- 


selves by  adapting.  You  may  have 
defined  the  problem,  but  your  solu- 
tion seems  Utopian. 

Schox:  Maybe  bizarre  and  romantic, 
but  I'm  committed  to  this  solution. 
But  I  will  go  this  far:  To  the  ex- 
tent that  many  people  cannot  or  will 
not  reach  a  level  of  learning,  they 
need  to  be  relatively  passive  and  sub- 
mit to  manipulation  by  those  who 
have  a  greater  perception  of  the  issues. 

Are  you  advocating  totalitarianism? 

Schox :  No,  just  leadership.  Overall, 
leadership  or  lack  of  it  is  very  im- 
portant for  a  nation.  Even  more  im- 
portant is  for  the  people  to  trust  the 
leader  so  they  will  have  a  sense  of 
well-being. 

Has  the  public's  gloom  made  you 
pessimistic  about  the  future? 

Schox:  Not  at  all.  I'm  very  optimistic. 
It  is  becoming  clear  what  the  issues 
are,  and  the  price  of  failing  to  deal 
with  them  is  as  high  as  we  can  imag- 
ine—including our  survival.  This  is  the 
kind  of  crisis  that  can  create  aware- 
ness—that can  force  people  and  in- 
stitutions to  respond  to  change.  We 
are  becoming  aware  that  something  is 
wrong  with  many  of  our  institutional 
models  for  policies  and  programs  and 
our  own  theories  of  action.   ■ 
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LONG  DISTANCE  IS  THE  NEXT  BEST 
THING  TO  BEING  THERE. 


Cut  Fares? 

Or  Cut  Capacity? 

Freddie  Laker  claims  he  can  fly 
passengers  across  the  Atlantic  for 
less  money  and  make  a  profit. 


While  Pan  American  World  Airways 
is  going  broke  flying  passengers  across 
the  Atlantic  to  London  at  $604  a 
round  trip,  along  comes  Britisher 
Freddie  Laker,  who  says  he  can  make 
money  and  charge  only  $125  each 
way— $250  round  trip. 

Is  Laker  just  a  headline-grabber? 
Or  is  he  a  dangerous  fool?  Or  simply 
shrewd?  Forbes  visited  him  at  his  of- 
fice in  a  comer  of  Gatwick  Airport, 
south  of  London.  We  found  a  portly, 
bubbling  52-year-old  entrepreneur 
who  left  school  at  the  age  of  16  and 
has  since  made  millions  in  various 
forms  of  airline  and  aircraft  activity. 
Laker  had  just  completed  dictating 
a  partly  tongue-in-cheek  letter  to 
William  T.  Seawell,  chairman  of  Pan 
Am.  He  cautioned  Seawell  about  too 
publicly  declaring  Pan  Am's  financial 
plight.  A  passenger  had  written  to 
him,  Laker  said,  asking  if  he  might 
not  be  stranded  in  New  York  if  he 
reserved  on  Pan  Am.  Wasn't  it  going 
broke?  Laker  told  Seawell  he  had 
assured  the  man  he  need  have  no 
fear  of  Pan  Am  stranding  him. 

But  he  followed  up  the  mock  solic- 
itude with  a  proposal  to  Seawell  that 
Pan  Am  inaugurate  its  own  version  of 
Laker  Airways  Ltd.'s  Skytrain— that  is, 
a  no-reservation,  no-lunch,  show-up- 
at-the-airport-and-get-on,  first-come- 
first-served  flight  from  New  York  to 
London  and  back.  "They  could  han- 
dle baggage  for  us  at  Kennedy  and 
we  could  do  the  same  for  them  at 
Stansted  [a  former  military  airport 
outside  of  London  to  which  the  British 
air  authorities  have  relegated  Laker's 
Skytrain].  It  would  cut  their  costs 
and  Pan  Am  could  get  full  use  of  one 
of  its  747s." 

A  rather  presumptuous  letter,  we 
commented.  "Well,  if  the  p- —  doesn't 
want  to  make  money.  .  .  ." 

Laker  may  be  something  of  a  show- 
off,  but  he  is  on  solid  ground  when 
he  says  the  economics  of  airline  fares 
set  by  the  carrier  members  of  the  In- 
ternational Air  Transport  Association 
are  all  upside  down.  Exactly  the  same 
seat  on  the  same  kind  of  aircraft  and 
service  can  cost  you  $604  round  trip 
today  if  you  fly  full  fare  or  only  $312 
if  you  fly  charter  or  group. 

Then  there  are  those  excursion 
fares,  which  usually  cut  from  24%  to 
40%  off  the  full  round-trip  fare.  They 


are  for  stays  of  14  to  21  or  22  to 
45  days.  But,  says  Laker,  why  should 
a  tourist  who  can  afford  a  45-day  stay 
pay  less  than  the  poorer  fellow  who 
can  only  get  ten  days  off? 

It  would  be  much  more  logical, 
Laker  argues,  to  have  regular  service 
at  regular  prices  and  a  stripped-down, 
cafeteria-style  service  at  a  low  price. 

Scheduled  U.S. -Europe  service  in 
May  this  year  looked  something  like 
this:  Trans  World  Airlines,  280,000 
seats;  Pan  Am  230,000  seats;  British 
Airways  and  Lufthansa  80,000  seats 
apiece;  Alitalia  60,000.  This  reckon- 
ing excludes  the  charter  traffic  in 
planes  leased,  which  amounted  to 
169,262  in  the  first  six  months  for 
Pan  Am  alone.  Small  wonder  that  an 
air  travel  expert  in  Europe  says  acer- 
bically:  "The  Europeans  are  not  pre- 
pared to  give  Pan  Am  any  help  at 
all  in  its  current  plight." 

Laker  of  Skytrain 


What  is  the  remedy  for  the  air- 
lines? Obviously,  less  capacity  or  more 
customers.  Pan  American  has  pro- 
posed the  first  solution;  Freddie  Laker 
proposed  the  second.  Laker's  airline 
took  in  $48  million  last  year  flying 
charters  and  tours  to  New  York  and 
Toronto,  as  well  as  to  sunny  Spain  and 
the  Mediterranean.  But  it  had  a  net 
profit  of  only  $430,536,  because  of  the 
eost  of  carrying  an  idle  DC- 10  pur- 
chased for  the  still-pending  Sky- 
train service. 

Skytrain  is  like  a  shuttle  service. 
You  go  to  the  airport,  buy  a  ticket 
and  get  on.  All  the  banks  of  com- 
puters for  reservations  systems  vanish; 
all  the  ticket  offices  on  Fifth  Avenue, 
Champs  Elysees,  Begent  Street  and 
Main  Street  vanish  too.  The  meal 
service— at  least  for  free— vanishes. 
Tickets  are  sold  up  to  six  hours  in 
advance  of  any  flight,  and  only  for 
cash— credit  cards  add  administrative 
costs.  If  you're  there  and  get  a  seat, 
you're  flying.  If  no  seats,  you're  not 
flying.  Laker  believes  that  he  is  broad- 
ening the  airline  market,  not  scaveng- 
ing it.  "There  are  10  million  produc- 
tion workers  in  this  country  and  40 
million  in  the  U.S.  But  only  9%  of 
the  Americans  have  passports,"  he 
says.  The  airlines  must  broaden  their 
market  from  below,  he  says.  Of  course, 
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We  do  things 
for  your 

trucks  you'd 
never  do. 


To  stay  in  this  business  as  long  as  we  have, 
(nearly  half  a  century)  and  efficiently  operate  as  many 
trucks  as  we  do,  (almost  30,000)  we  have  to  know  the 
best  way  to  keep  our  trucks  in  peak  condition. 

And  the  best  way  includes  many  many  little 
things.  The  kinds  of  things  most  companies  who 
operate  their  own  fleets  probably  don't  do.  In  fact  we 
do  so  many  little  things,  they  add  up  to  big  things. 

For  instance,  there  are  over  100  different 
items  checked  during  one  of  our  major  preventive 
maintenance  servicings.  And  these  inspections  are 
done  on  all  our  trucks  at  regular  mileage  intervals. 

But  not  only  do  we  do  more  preventive*  main- 
tenance on  trucks  than  a  private  fleet  operator  might, 
we  do  much  of  it  when  he  probably  wouldn't. 

At  night. 

And  that's  important  because  working  on  his 
own  truck  during  the  day  means  taking  it  out  of  action. 
And  working  on  it  at  night  could  mean  paying  a 
mechanic  overtime. 

Also,  if  one  of  our  leased  trucks  is  brought  in 
at  twilight,  we'll  often  have  it  ready  at  dawn. 

In  short,  a  Hertz  truck  lease  means  you  can 
rest  assured  we're  dedicated  to  doing  everything  we 
should,  and  more,  to  keep  our  trucks  on  the  road. 
Doing  the  job  for  you  they're  supposed  to  do. 

We  have  too  much  invested  in  our  name  and 
our  vehicles  for  anything  less. 

Hertz  leases  Fords  and  other  sturdy  trucks. 

For  further  information  on  Hertz  big  truck  leasing, 

write  Edward  H.  Blickstein,  Vice  President,  Sales,  Hertz  Trucks, 

660 Madison  Avenue,  New  York,  N.  Y  10021. 

We  lease  more  than  just  trucks.  We  lease  peace  of  mind. 

HBrhzisbia 
inbigTrucks 
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In  :  tilings  like  building 

material  she  and  extended 

delivery  schedules,  we  still  say 
you  can  build  a  quality  building 
quickly. 

Speed  has  always  been  the 
very  essence  of  a  Butler  building. 
The  speed  with  which  it  can  be 
planned,  designed,  delivered, 
and  finished  out  is  far  faster 
than  any  ordinary  building. 

For  example,  you  may  choose 
to  assign  design  and  construction 
responsibilities  to  just  one  source, 
your  Butler  Builder. K  When  you 
build  this  way,  you  consolidate 
all  planning  and  scheduling  and 
don't  waste  time  on  things  like 
finding  out  if  you  can  afford  the 


building  you've  designed.  Because, 
with  your  project  manager, 
you  design  your  building  to  meet 
your  budget  and  your  standards. 

Most,  if  not  all,  of  your  building 
comes  from  a  single  source, 
too.  Which  eliminates  multiple 
points  of  possible  delay.  And 
we  have  maintained  excellent 
material  inventories  and  delivery 
schedules  throughout  recent  times. 

Quality  and  time  savings  are 
also  designed  into  the  actual  con- 
struction of  a  Butler  building.  All 
the  components  are  pre-designed 
and  manufactured  to  work  together 
precisely.  They  arrive  on  the  site 
ready  for  quick,  accurate  erection. 

It's  providing  total,  quality 


How  to  save  building  time 
without  sacrificing  quality. 


building  solutions  like  this  to 
the  specific  problems  of  the  times 
that  takes  the  Butler  approach 
to  building  out  of  the  ordinary. 
And  assures  you  of  the  building 
you  need.  Sooner.  Not  later. 

So,  for  fast  relief,  call  your 
Butler  Builder.  He's  listed  in 
the  Yellow  Pages  under  "Buildings, 
Metal."  Or  write  us  for  this  free 
informative  brochure.  And,  if  you'll 
tell  us  how  you  plan  to  use  your 
building,  we'll  try  to  supply 
color  photos  of  how  others  have 
used  Butler  buildings  in  a 
similar  manner.  Write  Butler 
Manufacturing  Co.,  BMA  Tower, 
Dept.  B-394,  Kansas  City, 
Mo.  64141. 


Build  a  Butler  Building 


BUTLER^ 

Serving  building  needs  internationally,  with  plants  anil  office*  in  the  United  states.  (  tnada,  Mexico  and  the  United  Kingdom 
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Laker's  initial  market  is  there  already: 
the  bargain-hunting  students  who 
mind  not  at  all  the  uncertainty  and 
lack  of  frills. 

Up  And  Away 

How  about  the  domestic  U.S.  air- 
lines, Braniff,  Delta  and  Northwest, 
which  want  to  get  on  the  crowded 
North  Atlantic?  Are  they  mad?  "Not  at 
all,"  says  Laker.  "It  is  the  richest  air- 
line route  in  the  world.  Those  do- 
mestic U.S.  lines  are  slim,  not  fat  like 
Pan  Am.  They  will  fly  the  Atlantic 
on  the  back  of  their  domestic  ser- 
vice." Sure  enough,  Braniff  says  that  is 
just  what  it  plans  to  do  if  it  gets 
the  okay  to  fly  direct  from  Dallas- 
Ft.  Worth  to  London:  use  jets  already 
purchased  for  its  South  American 
service.  Delta  promises  its  Atlanta 
passengers  a  through-flight  to  Lon- 
don. Delta  flight  106  flies  Atlanta  to 
Washington's  Dulles  Airport,  and  the 
Delta  passengers  either  change  to  a 
Pan  Am  jet  or  stay  on  the  Delta  jet, 
which  then  flies  the  Adantic  as  a 
Pan  Am  plane  under  lease. 

At  the  moment,  of  course,  Braniff, 
Delta  and  Northwest  are  not  talking 
about  no-frills  service.  "We  will," 
Braniff  says,  "stay  with  the  IATA  fare 
structure."  But  Braniff  concedes:  "We 
will  be  watching  the  experiment  [Sky- 
train]  with  great  interest." 

Laker's  Skytrain  has  been  approved 
by  the  British  air  authorities  since 
early  1973,  but  is  not  flying  because 
the  U.S.  Civil  Aeronautics  Board  re- 
fuses to  accept  it.  This  presents  sticky 
diplomatic  problems  for  the  U.S.,  be- 
cause under  the  bilateral  air  agree- 
ment Britain  has  the  right  to  have 
any  airline  its  government  approves 
fly  into  the  U.S.  The  U.S.  has  Pan 
Am,  TWA  and  National  Airlines  fly- 
ing into  Britain,  whereas  right  now 
Britain  has  British  Airways  and  Brit- 
ish Caledonian  going  to  the  U.S.  The 
British  say  Laker  is  their  airline,  If 
the  U.S.  refuses  to  accept  Laker,  re- 
strictions on  the  rights  of  U.S.  carriers 
in  Britain  are  a  distinct  possibility. 

Says  Freddie  Laker,  disarmingly: 
"I'm  only  looking  for  224,506  pas- 
sengers, fof  crying  out  loud.  How 
can  I  wreck  the  international  airline 
business?"  Well,  that  would  be  fine,  if 
Laker's  224,506  passengers  were  all 
new  travelers  and  not  sweated  out 
of  the  existing  traffic.  But  as  he  well 
knows,  a  good  many  existing  travelers 
would  opt  for  the  cheaper  service- 
especially  with  IATA  fares  going  up 
all  the  time.  As  it  is,  the  whole  struc- 
ture is  groaning  under  the  weight  of 
too  much  capacity  and  a  wierd  mix- 
ture of  fares.  Skytrain  might  be  the 
straw  that  breaks  the  camel's  back- 
not  only  Pan  Am's  back,  but  IATA's 
as  well.  ■ 


f^  uraii  mum  mm 

INFLATION  BEATER'  CONVERTIBLES: 

Double -Digit  Yields  Plus  Appreciation  Potential 


Last  week  we  discussed  the  shortcomings  of  the  new  and  very  pop- 
ular floating  rate  notes,  showing  how  they  just  might  turn  out  to  be 
among  the  worst-performing  types  of  securities  around.  We 
suggested  then  that  convertible  debentures  and  preferreds  were  far 
superior  investments  in  many  ways.  Our  aim  here  is  to  demonstrate 
that  point  by  offering  a  list  of  convertibles  with  superior  perfor- 
mance potential  as  well  as  double-digit  current  yields. 


BEATING  INFLATION 

Keeping  one  step  ahead  of  inflation  is  the  name  of  the  game  these 
days.  The  trouble  is  that  the  game  is  getting  harder  and  harder  to 
play.  To  be  a  winner,  one  must  surely  realize  a  return  (after  taxes) 
greater  than  the  expected  increase  in  the  consumer  price  index. 
Since  that  index  will  almost  certainly  show  a  rise  of  greater  than 
1 0%  this  year,  it  is  obvious  that  floating  rate  notes  (yielding  less 
than  10%  currently)  and  most  fixed-income  securities  are  not  the 
solution.  In  Figure  1  on  Page  132.  we  present  a  list  of  inflation 
beater'  convertibles,  each  of  which  offers  a  current  yield  of  10%  or 
more.  We  believe  that  these  convertibles  do  indeed  offer  excellent 
prospects  for  beating  inflation.  But  we  emphasize  that  a  high  yield 
alone  —  whether  on  a  convertible,  straight  bond  or  preferred,  or 
common  stock  —  is  not  enough  to  warrant  purchase.  Were  that 
the  case,  investment  decisions  would  be  easy  since  high  yields  are 
now  so  plentiful.  But  in  fact,  selectivity  is  crucial  in  today's 
treacherous  market.  That's  where  our  performance  rank  comes  in: 
of  585  convertibles  and  1500  common  stocks,  only  10  con- 
vertibles satisfy  the  criteria  explained  below. 

(excerpt) 


INTRODUCTORY  OFFER 

Please  send  me  the  complete  text  of  the  above  article  and  a  copy  of  the 
132-page  book  "More  Profit  and  Less  Risk  —  Convertible  Securities  and 
Warrants"  as  a  double  bonus  with  my  subscription  to  The  Value  Line 
Convertible  Survey. 

□  3  months  for  $25  (12  issues).  This  offer  is  available  only  once  to 
any  household.  Check  or  money-order  for  $25  must  accompany 
order. 

D  1  year  for  $192  (48  issues). 
□  Payment  enclosed. 
D  Bill  me. 

NY  residents  please  add  applicable  sales  tax.  Foreign  rates  available  on  request. 
Subscription  fees  are  fully  tax-deductible.  This  agreement  will  not  be  assigned 
without  subscriber's  consent. 

Name  (please  print) 

Address . 


City. 


State. 


Zip. 


Signature. 


The  Value  Line  Convertible  Survey 

5  East  44th  Street.  New  York.  NY.  10017 
J16LH1      Bonus  H 
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If  our  products 
sparkled,  fizzed,  or  mixed, 
you'd  probably  know 
our  name  better. 

Richmond  Corporation. 


We're  a  holding  company  with  affiliates 
in  insurance,  mutual  funds,  real  estate, 
and  allied  financial  services,  with  consoli- 
dated assets  of  more  than  $1.2  billion. 


And  while 
we'd  like  for  you  to  know  more  about  us, 
we're  not  about  to  change  our  products  or 
our  style  to  get  attention. 

Because  we've  found  that  by  staying 
with  products  and  services  we  know, 
and  aiming  at  markets  we  understand,  we 
save  time,  money,  and  costly  mistakes. 

And,  even  more  importantly,  we  can 
actually  amplify  our  opportunities  for 
joint  ventures  and  cross  marketing. 

All  this  is  not  mere  theory.  During  the 


past  four  years,  Richmond  Corporation's 
net  operating  income  per  share  has  grown 
85%,  at  a  compound  annual  growth  rate 
of  17%  since  1969.  And  we  are  now  oper- 
ating throughout  the  U.S.,  Canada,  Puerto 
Rico,  the  Bahamas,  Guam,  and 
the  Virgin  Islands. 

So  although  we're  flexible, 
you  won't  find  us  acquiring 
K^  companies  unrelated 
to  our  present  affiliates. 

Because  as  much 
as  we'd  like  the  fame 
and  recognition  that 
comes  with  having  our 
name  on  products  that 
fizz,  we'd  rather  stick  with 
the  successful  mix  we  have. 
Richmond  Corporation.  A  financial 
services  company. 

Net  Operating  Income  Per  Share. 


$2.50- 
$2.00- 
$1.50- 
$1.00- 
$0.50- 
$0.00- 
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RICHMOND 

CORPORATION 

Look  into  us  for  all  we're  worth. 


Richmond  Corporation,  914  Capitol  St.,  Richmond,  Virginia  23219/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance  Corporation/ 
Leatherby  Companies,  Inc./Morton  G.  Thalhimer,  Inc./lnsurance  Management  Corporation/First  Virginia  Management  and  Research  Corporation/ 
DANAC  Real  Estate  Investment  Corporation/Systems  Engineering  Corporation/Actuarial  Planning  Inc/Old  Equity  Financial  Corpot.i 
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Tomato 
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an  a 

osmetics-and-toiletries 
ompany  find  happiness 
1  spaghetti  sauce 
nd  little  girls'  dresses? 
hesebrough-Pond's 
alph  Ward  thinks 
he  answer  is  yes. 

j  agree  in  part  with  your  cosmetics 
-tide,"  says  Ralph  Ward.  The  presi- 
ent  of  Greenwich,  Conn.'s  Chese- 
rough-Pond's  Inc.  was  referring  to 
Iorres'  cover  story  of  Aug.  15,  in 
'hich  we  said  that  the  glamour  had 
one  out  of  the  glamour  business.  And 
lis  from  the  head  of  a  $464-million- 
-year  company  that  made  its  fame 
nd  fortune  in  cosmetics  and  toiletries. 

"That's  the  reason,"  Ward  went  on, 
for  our  diversification." 

Chesebrough  made  it  big  with 
ond's  cold  cream,  Cutex  nail  prod- 
cts,  Q-Tips,  Pertussin  cold  medicines, 
baseline  petroleum  jelly  and  other 
ailetries.  Recently  it  went  into  food 
Products.  More  recendy  still  into,  of 
11  things,  the  garment  business. 

In  the  six  years  that  53-year-old 
Yard  has  occupied  the  executive 
uite,  Chesebrough  has  become  a 
lassie  growth  company.  Last  year  it 
;arned  25%  on  equity,  and  its  stock 
las  sold  as  high  as  40  times  earnings. 

The  venture  into  food  products  has 
>een,  so  far,  highly  successful.  In  1969 
Yard  bought  Ragu,  a  West  Coast 
naker  of  spaghetti  sauce.  Ward  has 
aken  Ragu  national  and  built  its  sales 
o  $70  million  last  year. 

The  garment  venture  is  more  recent 
ind  untested.  Last  year,  Ward  made 
i  deal  to  swap  $194  million  worth  of 
Chesebrough  stock  to  buy  Health-tex, 
i  maker  of  children's  clothes.  Thanks 
:o  the  bear  market,  that  stock  is  now 
ivorth  only  $107  million,  but  it  is  still 
i  hefty  gamble.  The  garment  busi- 
ness has  not  been  kind  to  companies 
that  have  diversified  into  it. 

Ward,  however,  insists  that  he 
knows  what  he  is  doing.  Considering 
his  record  as  one  of  the  country's 
shrewdest  marketers,  he  may  well  be 
right.  Health-tex  doesn't  make  just  any 
kind  of  children's  garments.  It  spe- 
cializes in  stylish,  popular-priced 
school-  and  play-wear  in  children's 
sizes  through  size  8.  It  sells  them 
through  department  stores  like  Lord 


TJ.  Holt  selects  . . . 

3  STOCKS 
TO  BUY  NOW 

A  couple  of  years  or  so  ago,  when  some  of  today's  loudest 
bears  were  still  stubbornly  bullish,  The  Holt  Investment  Ad- 
visory publicly  forewarned  that  stock  prices  were  headed 
for  a  major  fall  and  recommended  selling  short,  in  addition 
to  buying  gold  and  silver  issues,  as  a  "conservative"  ap- 
proach to  protecting  and  building  capital.  As  a  result,  its 
editor  T.J.  Holt  was  nicknamed  by  the  financial  press  as 
Wall  Street's  Superbear. 

Now  that  bearish  sentiment  is  running  wild,  The  Holt  Ad- 
visory believes  that  the  time  has  come  to  gradually  close 
out  short  positions  and  start  buying  undervalued  securities, 
while  retaining  precious  metal  issues.  As  a  starter,  it  rec- 
ommends the  purchase  of  three  specific  stocks  for  both 
income  and  excellent  recovery  prospects. 


Recession-resistant 

Having  declined  up  to  85%  from 
their  previous  peaks,  these  three 
issues  have  already  undergone 
their  own  bear  market  of  many 
years'  duration.  But  now,  their 
business  climate  is  improving.  In- 
deed, we  believe  their  profit  poten- 
tials will  expand  in  the  years 
ahead  even  as  most  other  busi- 
nesses are  squeezed  by  a  deepen- 
ing recession. 

If  you  are  able  and  willing  to  take 
an  investment  position  contrary  to 
that  of  the  crowd,  we  think  you 
will  agree  that  these  three  issues 
merit  your  consideration  now.  We 
will  send  you  the  in-depth  report 
that  recommends  these  recovery 
candidates  as  a  bonus  with  your 
2-month  Guest  Subscription  to  The 
Holt  Investment  Advisory  (a  $24 
value).  Just  send  $10  with  the 
coupon. 


T.J.  Holt  &  Company,  Inc. 

277  Park  Avenue,  New  York,  N.Y.  10017 


ft 


Q  Please  send  me  T.J.  Holt's 
special  report  recommending  3 
stocks  to  buy  now  as  a  bonus 
with  my  2-month  Guest  Sub- 
scription to  The  Holt  Invest- 
ment Advisory.  My  $10  pay- 
ment is  enclosed. 
□  Send  me  a  free  copy  of  your 
24-page  brochure  on  Strategic 
Money  Management  for  Individ- 
ual and  Institutional  Accounts. 

Name 

Address 

City State Zip 

Subscription     not     assignable 
without  your  consent.  877 


Hey,Ted  Bates 


Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  39%  more 
corporate  officers  read  FORBES  regularly  than 
read  BUSINESS  WEEK. 


Source:  Erdos  and  Morgan,  Inc.  1/72. 
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Facts  for  your  portfolio  on 


FERRO 


Ferro 
sets  new  sales  record 
during  first  half  of  1974. 


•  Consolidated  net  sales  for  the  six  months  ended 
June  30,  1974  were  a  record  $146.8  million... 
a  20.7%  increase  over  the  same  period  in  1973. 

•  First  half  earnings  from  continuing  operations, 
before  exchange  gains,  were  up  16.3%  to  $2.25 
per  share  compared  with  $1.94  per  share  in  the 
same  period  of  1973.  However,  the  loss  from  the 
the  operations  and  disposal  of  Jones  Homes, 
reduced  these  1974  earnings  by  41  cents  per 
share  to  $1.84. 

•  Ferro  has  had  an  average  annual  compounded 
growth  rate  in  sales  of  12.3%  over  the  past 
ten  years. 

•  Ferro's  earnings  per  share  have  had  a  ten-year 
average  annual  compounded  growth  rate  of  14.5%. 

•  Ten-year  combined  return  to  Ferro  share- 
holders, including  price  appreciation  and 
dividend  yield  was  10.3%  to  December  31,1 973. 

•  Return  on  average  net  worth  during  1973  was 
17.4%. 

•  1973  return  on  sales  was  6.2%. 

Ferro  produces  specialty  materials  for  the  chemi- 
cal, plastic  and  ceramic  industries  in  17  countries 
throughout  the  world.  During  1973  Ferro  achieved 
record  sales  of  $256  million  and  earnings  of  $3.67 
per  share. 

For  detailed  information  on  Ferro,  write  for  our 
1974  Profile  and  latest  financial  report:  Dcpt. 
F-1001,  One  Erieview  Plaza,  Cleveland,  Ohio  441 14. 


® 


FERRO 
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&  Taylor  rather  than  discount  houses. 

What  about  the  declining  birth- 
rate? Look  what  it  has  done  to  com- 
panies like  Gerber.  Ward's  answer  is 
that  smaller  families  do  not  necessarily 
mean  less  spending  on  children's 
clothes.  He  reasons  that  a  mother 
with  only  one  or  two  children  instead 
of  three  or  four  will  have  more  money 
left  over  to  dress  her  children  in  style 
and  in  quality.  They  will,  he  feels, 
trade  up.  They  will  have  more  leeway 
in  treating  their  young  children  as  an 
extension  of  their  own  personalities  as 
far  as  clothing  is  concerned.  "After 
all,"  Ward  says,  "we're  selling  to  the 
same  people  we  reach  with  our  cos- 
metics and  toiletries,  the  younger 
women.  And  we're  already  in  the  same 
oudets  that  Health-tex  sells  to."  In 
short,  Ward  sees  children's  clothes  and 
cosmetics-toiletries  as  involving  what 
used  to  be  called  synergism  before 
that  term  was  discredited  by  some  of 
the  wilder-eyed  conglomerators. 

Last  year  Health-tex  did  $70  mil- 
lion. Ward  says  it  will  top  $80  mil- 
lion this  year.  Under  the  old  owners, 
Health-tex  was  short  of  capacity. 
Chesebrough  is  adding  four  new 
plants  for  Health-tex,  which  will  in- 
crease its  capacity  by  50%.  When  the 
new  capacity  all  comes  in,  it  is  a 
strong  bet  that  Chesebrough  will  be- 
gin selling  Health-tex  to  mass  mer- 
chandisers like  Sears  and  Penney— 
though  not  to  the  discount  houses. 

And  Tomatoes,  Too 

Chesebrough  also  has  been  expand- 
ing Ragu's  capacity.  It  now  operates 
its  own  tomato-processing  plant  in- 
stead of  having  to  buy  all  its  tomato 
paste  on  the  market.  After  extensive 
test-marketing,  Ward  is  talking  going 
national  with  two  new  tomato-based 
products,  Ragu  Joe,  a  hamburger 
meat  sauce,  and  Ragu  Italian  Cook- 
ing Sauce,  a  spicy  preparation. 

Can  tomato  products  and  children's 
dresses  take  up  the  slack  resulting 
from  the  inevitable  slowdown  in  cos- 
metics and  toiletries— and  from  the 
fact  that  many  of  Chesebrough's  tradi- 
tional products  have  already  attained 
close  to  their  full  market  potentials? 
That  remains  to  be  seen.  In  1971  and 
1972  the  traditional  Chesebrough 
product  sales  grew  at  14%  a  year; 
last  year  they  grew  only  8%.  The  new 
linos  arc  both  far  from  their  lull  the- 
oretical potential,  but  they  put  Chese 
brough  into  businesses  where  the 
manufacturing   and   marketing   prob 

loins  arc  rough  and  where  the  estab 

lished  competition  is  ferocious. 
For    all     the    vaunted    marketing 

prowess     that     Ward     and     his     team 

have  displayed,  it  is  not  going  to  be 
easy  to  keep  Chesebrough  growing 
at  anything  like  its  old  last  rate.  ■ 
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Consumer  demands  for  electricity 
keep  rising,  but  supplies  of  oil  and 
gas  that  fuel  many  powerplants  are 
dwindling.  And  environmental  con- 
siderations have  become  a  major 
factor  in  power  generation.  Without 
increased  generating  capacity,  brown 
Duts  and  blackouts  could  become  a 
way  of  life. 

Electric  utilities  expect  nuclear 
power  to  furnish  much  of  the  added 
capacity  required.  Today,  under  5% 
of  our  generating  capacity  is  nuclear. 
By  1985,  this  will  jump  to  23%  and, 
by  the  year  2000,  over  50% . 

A  Dravo  subsidiary,  Gibbs  &  Hill, 
Inc.,  has  been  involved  in  central- 
Ion  nuclear  power  engineering 
since  1955.  It  has  furnished  design 


services  and,  in  some  cases,  construc- 
tion services  or  supervision  for  18 
nuclear  units  with  a  combined  capac- 
ity of  11,759  megawatts.  One  of 
these,  located  near  Omaha,  features 
a  new  prestressed  concrete  contain- 
ment design  which  reduces  both  cost 
and  construction  time. 

Dravo  is  also  involved  in  the 
nuclear  power  program  through  its 
Heavy  Construction  Group,  which  is 
experienced  in  building  large  and 
complex  structures  and  foundations 
for  these  generating  stations.  A  unique 
assignment  for  this  group  is  con- 
struction of  the  massive  breakwater 
to  protect  the  world's  first  offshore 
floating  nuclear  plant. 

Dravo  is  involved  in  many  other 


activities  that  help  meet  vital  needs 
such  as  mineral  resources  develop- 
ment, increased  food  supplies,  and 
pollution  control.  But  in  today's 
world  of  shortages,  increasing  energy 
supplies  may  mean  the  most  to  you. 
Sure,  it's  nice  to  have  the  lights  out 
once  in  a  while.  But  isn't  it  nicer  when 
you  pick  the  time? 

Dravo  Corporation,  One  Oliver  Plaza, 
Pittsburgh,  Pa.  15222. 


A  company  of  uncommon  enterprise 
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■  able  dunnoge  bag 


How  a  bag  of  air  from 

International  Paper  saves  America's 

shippers  millions  of  dollars  a  year 


We  challenged  some  hefty 
football  players  to  try  to  smash 
their  way  through  a  bag  of  air. 

They  couldn't. 

Reason:  that  bag  of  air 
is  an  International  Paper 
inflatable  dunnage  bag.  A 
multiwall  bag  built  to  with- 
stand tens  of  thousands 
of  pounds  of  pressure. 

Why  so  tough  a  bag? 

Because  these  bags  have 
to  protect  billions  of  dollars' 


Tests  prove  IP  dunnage  bags  can  be  installed 
and  removed  much  faster  than  wooden  bracing. 

worth  of  freight  from  being 
damaged  in  shipment. 

When  you  load  up  a  railcar, 
truck  or  ship,  the  freight  rarely 
fills  every  available  inch  of 
cargo  space.  And  unless  the 
cargo  space  is  completely  full 
(or  freight  is  immobilized),  the 


IP's  dunnage  bag  is  inflated  with  special  inf lator 
hooked  to  a  standard  air  compressor. 

load  can  shift.  And  shifting 
•could  cause  damage. 

Traditionally  many  freight 
shippers  used  other  materials 
to  brace  the  load.  But  these 
materials  are  getting  expensive 
—  and  the  labor  to  install  them 
(and  remove  them  at  the  end  of 
the  line)  even  more  expensive. 

Enter  International  Paper's 
patented,  disposable,  inflat- 
able dunnage  bag. 

Our  bags  are  basically 
paper,  so  they're  inexpensive. 
(Prices  range  from  six  to 
seventeen  dollars.) 

Special  linings  and  coatings 
make  it  airtight  and  moisture 
resistant.  It's  fast  and  simple  to 
install  and  inflate.  And  at  the 
receiving  end,  it's  simply  punc- 
tured and  readily  disposed  of. 


Our  disposable  dunnage 
bag  has  already  proved 
itself  to  shippers  of  products 
ranging  from  sacks  of 
cornstarch  to  refrigerators. 
And  new  applications  are 
continually  being  developed. 

The  disposable,  inflatable 
dunnage  bag.  Another 
example  of  International 
Paper  Company's  innovative 
leadership  in  packaging, 


Properly  installed  bags  are  approved  for  use  as 
a  damage  prevention  device  by  the  National 
Freight  Loss  and  Damage  Prevention  Committee 
of  the  Association  of  American  Railroads. 

paper,  pulp,  building 
materials,  and  non- woven 
textiles  and  health  products. 

©INTERNATIONAL 
PAPER 
COMPANY 

220  EAST  42ND  STREET  NEW  YORK   NEW  YORK  10017 
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National  Steel.  You  may  know 
about  two  of  our  good  customers, 
cars  and  cans.  We'd  like  you  to 
know  about  20,000  others.  Good 
customers  who  buy  steel  and  alu- 
minum from  National  Steel  Service 
Centers.  Maybe  they  do  business 
with  us  because  we  roll  and  heat- 
treat  to  order.  Or  because  we 
deliver  swiftly.  The  point  is  they 
certainly  do  business  with  us. 
Clearly,  we  think  it  makes  sense 
having  our  own  chain  of  one-stop 
steel  and  aluminum  shopping  cen- 
ters to  service  this  fastest  growing 
of  major  steel  markets  (since  1964, 
shipments  to  the  service  center  in- 
dustry are  up  47%).  Progress  always 
has  been  the  National  interest. 


It's  time  you  heard  more  about  us.  Write  for  a  copy 
of  cur  annual  report.  National  Steel  Corporation, 
2800  Grant  Bldg.,  Pittsburgh,  Pa.  15219. 
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Is  The  Economic  Situation 
Out  Of  Control? 


►Credit  is  stretched  thin 

and  the  bankers  are  worried. 

►Rising  prices  are  public 

issue  No.  One. 

►The  petroleum  situation 

is  explosive. 

►The  stock  market 

has  collapsed. 

►Mass  starvation  threatens 

in  parts  of  the  world. 

►World  currencies  are  in 

disequilibrium,  with  the 

British  pound  and  the  Italian 

lira  in  serious  jeopardy. 

►Labor  trouble 

is  in  the  air. 

►During  a  crucial  period, 

the  Federal  Government 

was  paralyzed. 

The  time,  dear  reader,  is  not  1974, 
but  1920,  when  there  were  uncanny 
parallels  with  the  situation  today.  For 
generations  prior  to  World  War  I 
prices  had  been  remarkably  stable 
throughout  the  world,  rising  but 
slowly.  So  much  so  that  many  of  the 
British  upper  classes  had  lived  in  great 
comfort  on  interest  from  the  2M%  gov- 
ernment bonds,  Consols  so  called,  ac- 
cumulated in  grandfather's  estate. 

World  War  I  upset  the  balance. 
As  the  world  struggled  back  to  nor- 
malcy (the  term  was  coined  later  by 
Warren  G.  Harding),  commodity 
prices  went  through  the  roof.  For  ex- 
ample, between  January  and  Sep- 
tember of  1919,  the  price  of  sugar 
rose  33%.  The  causes  were  different, 
but  the  results  were  the  same. 

"The  No.  One  subject  which  per- 
sists in  bobbing  up  everywhere  and 
among  all  classes  is  the  high  cost  of 
living,"  Forbes  reported.  With  Eu- 
rope devastated,  the  demand  for  U.S. 
food  forced  wheat  up  (from  $2  to 
$3.50  a  bushel),  and  with  it,  the 
price  of  bread.  With  Europe  in  need 
of  reconstruction  and  with  pent-up 
demand  for  goods  high  at  home,  there 
wasn't  enough  productive  capacity  to 
meet  demand.  Capital,  too,  was  short 
as  everybody  tried  to  borrow  at  once: 
foreigners,  speculators,  expanding 
businessmen  and  just  plain  business- 
men who  needed  more  money  to  carry 


high-priced  inventories.  The  redis- 
count rate  of  the  New  York  Federal 
Reserve  went  from  4%%  to  6%  and 
then  to  7%  in  one  year,  and  Montgom- 
ery Ward  had  to  pay  8%  to  sell  its 
bonds.  This  may  not  sound  high  by 
1974  standards,  but  it  was  pretty 
scary  at  the  time. 

Then,  as  now,  businessmen  tended 
to  project  current  trends  indefinitely 
into  the  future.  They  feared  inflation 
would  be  chronic.  Everybody  was 
blaming  everybody  else:  Labor 
blamed  capital;  capital  blamed  labor. 

There  was  even  an  oil  crisis.  Un- 
der the  pro-German  regime  of  Venus- 
tiano  Carranza,  Mexico  was  harassing 
U.S.  oil  producers  in  Mexico.  The  U.S. 
and  Mexico  came  close  to  war  in  1919 
over  this  and  other  issues.  Mexican 
oil   was   vital:    Texas   oil   was    in   its 


infancy  and  the  great  Middle  Eastern 
crude  deposits  remained  locked  under 
the  desert.  What  with  inflation  and 
the  Mexican  oil  troubles,  Pennsylvania 
crude  touched  $6.10  a  barrel  in  1920, 
doubling  in  price  in  little  over  a  year. 
Just  as  the  Nixon  Administration 
was  weakened  by  Watergate  when 
it  should  have  been  dealing  with  in- 
flation, so  was  the  Woodrow  Wilson 
Administration  of  1920  hobbled  by 
that  President's  personal  problems. 
In  a  sense,  1920  was  worse  than  Wa- 
tergate. Woodrow  Wilson  had  suf- 
fered a  stroke  at  the  Paris  peace  talks 
in  1919.  Coming  home,  he  found  him- 
self in  the  midst  of  a  terrific  fight  in 
Congress  to  get  the  Senate  to  ratify 
the  League  of  Nations  and  the  Treaty 
of  Versailles.  On  a  whirlwind  speaking 
trip  to  take  his  case  to  the  country, 
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The  break  in  the  inflationary 
situation  took  almost  everybody 

by  surprise.  David  Houston, 
Wilson's  Secretary  of  the  Treas- 
ury, had  warned:  "No  single 
step  is  going  to  correct  the  pres- 
ent inflation  of  the  currency." 
But  the  inflation  fell  of  its  own 
weight.  Yesterday's  shortages 
became  today's  surpluses,  and 
cash  became  the  commodity. 


Julius  Rosenwald,  a  Chicago 
manufacturer  of  men's  clothing, 
bought  control  of  Sears,  Roe- 
buck &  Co.  from  one  of  its 
founders,  Sears,  well  before 
World  War  I  and  turned  a  great 
merchandising  operation  into  a 
sound  and  solid  business.  But 
Rosenwald  had  to  bail  Sears  out 
with  $4  million  in  fresh  cash 
during  the  crash  of  1920-21. 


Hunger,  acute  hunger,  was  never  far 
away  from  the  American  wage  earner 
in  those  days  when  there  was  no 
Social  Security,  no  unemployment 
insurance  and  the  average  man  had 
little  in  the  way  of  savings  to  fall 
back  on.  Life  was  harder  then,  but 
inflation  was  easier  to  deal  with.  The 
1920-21  depression  was  so  short,  how- 
ever, that  there  was  little  actual  hun- 
cger  in  the  U.S.,  but  in  Europe  people 
were  dying  for  lack  of  bread.  When 
the  U.S.  cut  its  loans,  the  Europeans 
were  unable  to  purchase  our  wheat. 
Enter  Herbert  Hoover,  the  man  who 
fed  the  Belgians. 


It  was  the  kind  of  crash  that 
made  the  big  rich  richer.  Caught 

with  inventories  at  swollen 
prices,  General  Motors  had  to 
write  off  $85  million— a  huge 
sum  for  that  time.  Caught  in  the 
stock  market  crash,  GM  founder 
W.C.  Durant  had  to  sell  his  con- 
trolling stock  to  the  du  Pont 
family.  Patriarch  Pierre  du  Pont 
(above)  became  GM  president. 


Those  were  simpler  days.  When  business  got  bad,  the  boss 
cut  wages.  (A  good  wage  in  those  days  was  $40  a  week.) 
Hence  the  many  strikes  and  demonstrations  in  1920-21 . 
"On  all  sides  the  wage  trend  is  downwards,"  said  Forbes, 


approvingly.  Clothing  workers  took  a  15%  cut,  construc- 
tion workers  20%.  Railroad  workers,  then  the  aristocracy 
of  labor,  were  cut  12%  and  gave  up  Sunday  and  holiday 
overtime  to  match  the  drop  in  railway  traffic. 
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Wilson  was  stricken  for  the  second 
time.  Back  in  the  White  House  he 
suffered  a  third  stroke,  which  para- 
lyzed him. 

He  lived  to  turn  the  White  House 
over  to  his  Republican  successor, 
Warren  G.  Harding,  in  March  of 
1921,  but  after  that  third  stroke  Wil- 
son scarcely  governed  while  his  Wife 
and  private  secretary  tried— with  some 
success— to  keep  from  the  public  the 
extent  of  the  President's  disability. 

The  Fed  did  take  strong  action  to 
check  the  runaway  growth  of  credit 
that  was  financing  the  inflation.  In 
January  the  central  bank  called  on 
the  carpet  those  banks  whose  redis- 
count borrowings  exceeded  twice 
their  combined  capital  and  surplus. 
"The  heads  of  several  of  these  in- 
stitutions have  been  summoned  to  the 
Reserve  Bank  and  notified  of  the  new 
policy,"  The  New  York  Times  soberly 
understated. 

Into  Reverse 

But  even  as  the  nation  worried 
about  inflation,  deflation  was  already 
taking  over.  The  federal  budget,  in- 
flationary during  the  war  years  and 
thereafter,  was  moving  speedily  into 
surplus,  sucking  purchasing  power 
out  of  the  economy.  Our  European 
and  South  American  trading  partners 
were  having  trouble  paying  for  the 
goods  they  bought  from  the  U.S. 

In  April  a  major  bank  failed  in 
Japan  and  set  off  forced  sales  of  in- 
ventories, dropping  prices  by  as  much 
as  35%  in  a  few  weeks.  Though  their 
business  was  still  good,  U.S.  business- 
men began  to  feel  edgy. 

In  the  U.S.,  signs  of  a  buyers'  strike 
began  to  appear.  In  his  fascinating  ac- 
count of  that  period,  economic  his- 
torian Alexander  D.  Noyes  writes: 
"The  consumers'  strike  was  taking 
the  shape  of  'Overall  Clubs'  and  'Old- 
Clothes  Clubs'  whose  membership 
was  pledged  to  buy  no  more  new 
wearing  apparel  until  prices  should 
come  down.  ...  In  April  New  Yorkers 
watched  an  'Economy  Parade'  up 
Broadway  .  .  .  retail  stores  were  grow- 
ing uneasy  over  the  departure  of  old- 
time  customers  [who]  proposed  to  re- 
strict their  ^buying  to  the  smallest  pos- 
sible minimum  so  long  as  the  [prices 
were]  kept  at  what  they  considered 
a  preposterous  figure." 

Then  there  occurred  a  dramatic 
event.  Early  in  May  John  Wanamaker, 
the  great  New  York  and  Philadelphia 
merchant,  suddenly  announced  that  he 
was  offering  his  entire  stock  at  20% 
off.  "To  the  army  of  uneasy  specula- 
tors," historian  Noyes  reports,  Wana- 
maker's  move  "was  very  ominous." 

Suddenly,  the  word  "inflation"  be- 
gan to  appear  less  frequently  in  the 
press,  and  the  word  "deflation"  be- 
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The  Wilson  Administration  had  its 
own  cover-up.  Mrs.  Wilson  kept  the 
seriousness  of  the  President's  ail- 
ments secret  even  from  the  Cabinet. 
Meanwhile,  papers  went  unsigned; 
some  letters  were  not  opened  until 
jhe  Wilson  papers  went  to  the  Li- 
brary of  Congress  in  1952.  Untended 
to  were  such  vital  national  matters 
as  returning  the  nationalized  rail- 
roads to  their  private  owners,  and 
dealing  with  a  major  mining  strike 
situation.  Ambassadors  went  unap- 
pointed,  new  governments  unrecog- 
nized, and  there  was  no  one  to  assure 
the  public  that  raging  inflation  could 
be  brought  under  control. 

In  later  years  they  said  that  future 
President  Harry  Truman  had  been 
an  "unsuccessful  haberdasher."  Ac- 
tually, he  was  successful  enough,  but 
the  little  Kansas  City  store  Truman 
partnered  with  wartime  buddy  Eddy 
Jacobson  went  under  when  it  was 
caught  with  high-priced  inventories 
in  the  crash  of  1920.  Truman's  haber- 
dashery was  not  alone.  In  1919  the 
liabilities  of  commercial  failures  to- 
taled only  $113.3  million,  but  those 
liabilities  had  more  than  doubled 
by  1920  and  reached  over  $620  mil- 
lion in  1921  and  1922. 
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Will  1920  Be 
Like  1907? 

Will  present  conditions— very  like  those 
of  1906 — lead  to  a  break  and  slump  In 
1920  similar  to  the  panic  of  1907? 

B  ARSONS 

reeent    Commodity    Bulletins    analyse 
these  conditions  thoroughly.   They  give 
you  the  plain,  unbiased  facts  of  the 
present  situation  and  compare  It  with 
1906.     With   these   facts  before    him, 
every    business    man    can    see    what's 
ahead  and  govern  himself  accordingly. 
Report  on  Request 

A  few  copies  of  recent  Bulletin*  and  full  details 
of  Babson's  Service*  are  available  for  dletrllro- 
tlon  to  Interested  Investors.    A  reauest  on  your 
letterhead  will  bring  them,  gratia 

Merely  Ask  for  Bulletin  AC-3S 

Babson's  Statistical  Organisation,  Inc. 

Wellesley  Bills,  Mass. 

The  Largest  Organization  of  Business  Advisors 
In  the  World 

As  usual,  the  prognosticators 
were  hard  at  work.  This  1919 
advertisement  from  Forbes  asked 
exactly  the  right  question.  As  it 
turned  out,  the  1920  break  and 
slump  was  extremely  severe  and  it 
brought  to  an  end  five  years 
of  fast-rising  prices. 


(shadowing  in  a  way  today's 
Symbionese  Liberation  Army,  politi- 

terrorism  reared  its  ugly  head  in 
the  1919  bomb  explosion  (below) 
across  the  street  from  the  Wall  Street 
headquarters  of  J. P.  Morgan  &  Co. 
Thirty  people  died,  but  the  only  big- 
wig casualty  was  a  Morgan  partner 
with  a  cut  hand.  "Anarchists"  and 
"Bolsheviks"  were  suspected  and  rad- 
icals were  rounded  up,  but  the  ac- 
tual perpetrators  were  never  found. 


came  the  buzz  word.  Many  commod- 
ity prices  continued  to  rise,  Noyes 
writes,  but  the  inflation  had  crested. 

Even  the  oil  situation  simmered 
down.  Carranza  was  overthrown  by 
General  Alvaro  Obregon,  who  was 
inclined  to  compromise,  even  though 
Mexicans  felt  strongly  about  Yankee 
exploitation  of  their  resources.  (Not 
until  the  regime  of  President  Lazaro 
Cardenas  in  the  Thirties  did  the  Mexi- 
cans finally  nationalize  foreign  oil  in- 
terests.) By  1921  Pennsylvania  crude 
had  dropped  more  than  50%,  to  $2.50 
a  barrel. 

Once  rolling,  the  deflation  was 
short,  sharp  and  brutal.  In  June  cash 
wheat  sold  at  $3.13  a  bushel  in  Chi- 
cago. By  October  it  was  below  $2. 
It  eventually  sold  at  $1.  Between  May 
and  December  commodities  in  gen- 
eral fell  30%. 

With  sales  down  and  with  huge 
inventory  losses  staring  them  in  the 
face,  retailers  stopped  buying.  Manu- 
facturers, lulled  into  security  by  fat 
order  books,  suddenly  found  suppos- 
edly firm  business  melting  away.  Gen- 
eral Motors  almost  went  under  from 


Then,  as  now,  the  times  were  out 
of  joint  for  older  people.  "Men 
won't  dance  with  you  if  you  wear 
a  corset,"  a  young  girl  told  her  hor- 
rified mother,  according  to 
author  Frederick  Lewis  Allen  in  his 
classic  book,  Only  Yesterday.  The 
close  embrace  of  the  fox-trot  seemed 
obscene  to  those  reared  on  the 
staid  waltz.  What  Douglas  Fair- 
banks Jr.  and  Marceline  Day  did  on 
the  screen  in  The  Jazz  Age  (above), 
thousands  of  young  Americans  were 
emulating  on  the  seats  and  rumble 
seats  of  parked  cars.  Freud  was  all 
the  rage  (though  few  had  read  him), 
and  the  words  with  which  the  young- 
er generation  explained  their  re- 
belliousness sound  familiar  today: 
"The  older  generation,"  wrote  a 
young  man  in  the  Atlantic  Monthly, 
"had  certainly  pretty  well  ruined  the 
world  before  passing  it  on  to  us." 


the  weight  of  unsold  cars,  parts  and 
materials.  Goodyear  had  to  be  re- 
organized, and  Wall  Streeter  Clarence 
Dillon  took  over  from  the  founding 
Seiberling  family.  Sears,  Roebuck  suf- 
fered a  big  loss  in  1920  and  a  huge 
write-off  in  1921;  it,  too,  needed  a 
fresh  infusion  of  capital,  which  was 
supplied  by  the  Rosenwald  family. 

It  was  essentially  an  inventory  de- 
pression. As  the  buying  slowed  and 
the  factories  closed,  demand  for  raw 
materials  dried  up  and  their  prices 
collapsed.  Woe  to  the  businessman 
who  had  big  inventories  and  a  small 
bank  balance. 

Illusion 

In  his  post  mortem,  historian  Noyes 
writes:  "The  whole  commercial  world 
had  in  point  of  fact  been  conducting 
its  transactions  under  a  series  of  il- 
lusions." One  illusion:  "that  purchas- 
ing capacity  of  consumers  was  un- 
limited, whereas,  in  fact,  the  War  had 
left  a  great  part  of  the  world  in  pov- 
erty." Another  illusion:  "that  the  cred- 
it resources  could  be  indefinitely  ex- 
tended, whereas,  in  fact,  the  credit 


organism  of  practically  every  coun- 
try in  the  world  was  already  strained 
to  the  limit." 

By  the  time  the  deflation  ran  its 
course,  commodity  prices  had 
dropped  44%  from  their  high  point  of 
May  1920.  Steel  production  had  been 
halved,  railway  freight  dropped  25%, 
and  close  to  a  fourth  of  the  industrial 
labor  force  was  out  of  work;  5  mil- 
lion breadwinners  were  thrown  on  the 
street  in  the  course  of  a  few  months. 
Henry  Ford  closed  his  big  Rivei 
Rouge  plant;  he  and  son  Edsel  pushed 
brooms  over  the  empty  factory  floor. 

As  it  often  does,  the  stock  market 
had  actually  anticipated  the  crash.  It 
began  to  drop  sharply  in  autumn  <>l 
1919.  Industrial  shares  were  down 
nearly  50%  by  the  end  of  1920.  It 
took  the  market  nearly  two  years  to 
recover;  not  until  the  end  ol  l()-l 
did  it  begin  the  long  rise  that  was  to 
carry  it  up  700%  to  its  1929  peak. 

Commodity   prices   recovered,    but 
slowly;  even  by  1929  American   ag- 
riculture remained  depressed.  Bui  in 
dustry  revived  more  quickly.  As  prices 
went  down,   trade  picked   up;    those 
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A  sign  of  overheated  times  is  the  prevalence  of  swindlers.  Equity  Funding, 
Home-Stake  Productions  are  recent  examples.  It  was  the  same  in  1919  and 
1920  when  Charles  Ponzi,  one  of  the  grand  swindlers  of  American  history,  was 
riding  high.  Although  Ponzi's  scheme  lasted  only  six  months,  he  was  respon- 
sible for  losses  of  $10  million.  The  persuasive  Ponzi  promised  investors  40% 
return  on  their  investment  every  three  months;  older  investors  were,  of 
course,  paid  off  with  money  from  new  investors— not  very  different  from 
Home-Stake.  Ponzi  started  off  very  small;  in  his  first  month  he  had  only  15 
investors,  with  a  total  of  $870,  but  by  the  sixth  month  there  were  20,000 
people  involved.  He  brought  about  his  own  downfall.  At  the  suggestion  of  his 
press  agent,  he  voluntarily  went  to  the  district  attorney  and  said  he  was 
willing  to  undergo  any  sort  of  investigation.  The  investigation  destroyed 
his  scheme,  because  he  also  agreed  not  to  take  in  any  new  money  until  the 
probe  was  finished.  Ponzi  had  served  two  previous  jail  terms  (one  for  forgery 
and  one  for  smuggling  aliens  across  the  Canadian  border).  This  time  he  went  to 
jail  for  five  years.  He  eventually  died  penniless  in  Brazil  in  1949.  Ponzi 
was  not  unique:  Andrew  Mellon  later  estimated  that  Americans  were  taken 
for  $1 .7  billion  in  the  years  between  World  War  I  and  the  Great  Crash. 


American  blacks  were  wondering 
what  "the  war  to  make  the  world  safe 
for  democracy"  had  held  for  them. 
In  1919  black-white  riots  in  Chicago 
killed  38,  and  the  National  Guard  was 
brought  in.  In  1920  there  was  a  bad 
race  riot  in  Tulsa,  and  in  the  South 
the  Ku  Klux  Klan  rode  high.  But 
racial  tensions  were  only  part  of  the 
story:  There  was  social  unrest  all  over 
the  country,  with  the  KKK  spreading 
to  the  North  and  taking  an  anti- 
Catholic,  anti-immigrant  stance.  At- 
torney General  Mitchell  Palmer  tried 
to  quell  the  violence  by  jailing  and 
deporting,  in  many  cases  without  due 
process.  The  inflation  only  added 
further  fuel  to  the  tensions. 


still  working  found  their  dollars  would 
buy  much  more.  Factories  reopened 
and  the  pipelines  began  filling  up 
again  with  more  modestly  priced 
goods.  By  1923  freight  moving  on  the 
nation's  railroads— then  a  precise  ba- 
rometer of  industrial  activity— had 
nearly  recovered  to  its  1920  level. 
From  there  it  went  on  to  new  highs. 

Here  We  Go  Again? 

No  Old  Clothes  Clubs  march  down 
Broadway  .these  days,  but  the  spirit 
of  a  buyers'  strike  and  buyers'  re- 
sistance is  abroad  in  the  land.  No 
company  of  the  stature  of  GM  or 
Goodyear  or  Sears  has  gone  to  the 
wall,  but  remember  that  these  three 
were  relatively  young  companies  in 
1920.  The  U.S.  currently  has  some 
good-sized  near-bankruptcies— Lock- 
heed and  Pan  American  World  Air- 
ways, for  example— and  the  whole 
utility  industry  is  in  deep  trouble.  The 
banking  structure  is  stretched  to  the 
danger  point.  Commodity  prices  are 
still  sky-high,  but  there  have  been 
some  individual  breaks:  Copper  on 
the  London  Metals  Exchange  is  down 


from  $3,360  in  April  to  $1,524  re- 
cently; silver  is  down  39%  from  its 
February  high.  Without  this  summer's 
drought,  agricultural  commodities 
would  certainly  be  way  down. 

The  obvious  parallels  with  1920 
are:  the  seemingly  chronic  inflation; 
the  chaos  in  international  monetary 
affairs;  the  straining  of  a  credit  sys- 
tem designed  for  a  simpler  economy. 
Our  trading  partners  are  in  trouble 
now  as  then— this  time  because  of 
high  oil  prices  rather  than  because 
of  wartime  devastation.  There  may 
even  be  a  parallel  in  the  stock  mar- 
ket: As  at  the  end  of  1919,  the  stock 
market  in  1974  seems  to  be  saying 
that  the  current  high  earnings  are  not 
going  to  last  and  that  a  major  shake- 
out  is  coming.  Again,  as  in  early  1920, 
we  see  business  turning  down  while 
prices  continue  rising. 

There  are,  of  course,  resounding 
differences  in  the  situation  today. 
Perhaps  the  biggest  is  the  institution- 
alizing of  inflation.  Thanks  to  the  near 
monopoly  power  of  labor  unions  and 
the  oligopolistic  power  of  big  corpora- 
tions, it  is  far  easier  to  put  prices  up 


than  put  them  down.  (The  crash  of 
1920  led  to  waves  of  wage-slashing; 
the  strikes  of  that  year  were  not  over 
higher  wages,  they  were  to  moderate 
the  wage  cuts.)  Moreover,  the  prev- 
alence of  welfare  economics  in  the 
Western  world  makes  it  unlikely  that 
any  industrial  country  would  tolerate 
the  25%  industrial  unemployment  and 
the  waves  of  insolvency  required  for 
a  1920-like  shakeout. 

Will  the  situation  culminate  again 
in  a  collapse  of  prices,  a  depression 
and  a  subsequent  wringing  out  of  the 
excesses  of  credit?  Frankly,  we  don't 
know.  We  doubt  whether  anybody 
knows.  But  we  do  know  this:  Unless 
a  way  can  be  found  to  get  back  into 
circulation  the  tens  of  billions  of  dol- 
lars that  the  oil-producing  countries 
are  pulling  out  of  the  industrial  econ- 
omies, deflation  is  not  only  possible, 
it  is  probable. 

At  any  rate,  it  is  worth  reflecting 
that  the  problems  of  today  aren't 
really  unique— and  that  the  future 
rarely  happens  the  way  we  expect. 
The  wise  man  expects  the  unexpected 
and  keeps  his  powder  dry.   ■ 
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Now,  for  the  first  time, 

the  FORBES  27th  Annual  Report  on 

American  Industry  will  also  be  published  in  Arabic. 


FORBES  Annual  Report  on  American 
Industry  has  been  essential  reading  in  the  boardrooms 
of  American  business  for  more  than  a  quarter  of  a 
century.  Providing  management,  promptly  at  the 
beginning  of  every  new  year,  with  reliable  insights  for 
measuring  the  vitality  of  the  U.S.  corporate  community. 

In  an  unprecedented  first,  the  FORBES  27th 
Annual  Report  on  American  Industry  of  January  1, 1975 
will  be  published  also  as  a  foreign  language  edition  in 
Arabic.  To  be  printed  in  Beirut,  this  25,000-copy  edition 
will  be  distributed  to  leading  Arab  businessmen, 
financiers,  government  and  academic  personnel 
throughout  the  Middle  East,  as  well  as  to  American 
businessmen. 

A  true  annual  report  on  American  industry. 

English  or  Arabic,  the  FORBES  annual  report 
is  a  lot  more  than  just  another  year-end  wrap-up. 
It  will  show  top  executives  in  both  the 


English-speaking  world  and  the  Arab  world  how 
America's  largest  corporations  fared  in  1974.  A  year 
when  much  of  the  world's  concern  centered  on  the 
Middle  East.  One  that  challenged  the  acuity  of  busiiu 
leaders  all  over  the  globe. 

It  will  examine,  rank  and  compare  the 
performance  during  the  past  year  and  the  past  five 
years  of  hundreds  of  top  U.S.  companies.  Comparing 
them  with  one  another  as  to  profitability,  earnings 
growth  and  stock  market  value -the  three  criteria  m 
relied  on  by  management  and  investors. 

How  well  did  management  do  its  job  in  H>7 1? 

From  banks  to  utilities  -  every  kind  of 
business  will  be  ranked.  The  re]  ><  >rt  will  1"<  «us  on  over 
industries,  analyzing  each  with  its  leading  companies 
in  separate  sections.  And.  will  reveal  ultimately  whicl 
managements  performed  well  and  which  performed 
badly  during  the  last  12  months. 
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ch  the  world's  new  money  market. 

In  1974,  the  economic  sanctions  of  the  Arab 
^rs  shook  the  structure  of  Western  society, 
irican  advertisers  can  now  reach  these  influential 
ile  East  executives  in  this  "complete  picture  of 
srican  business  in  Arabic."  Advertisers  in  the  regular 
lish-language  edition  of  the  January  1  issue  will 
I  the  option  of  repeating  their  ads  in  the  Arabic 
on  at  a  modest  extra  charge.  Or,  advertisers  may 
my  ad  they  wish  in  the  Arabic  edition. 

Closing  date  for  4-color  advertising  is 
ember  20th,  for  black-and-white  and  2-color,  it's 
•mber  4th.  The  same  for  both  editions. 

ch  the  most  powerful  top  management  market 
merica. 

Do  you  know  anyone  important  in  business 
ioesn't  read  FORBES?  As  independent 
archers  Erdos  and  Morgan,  Inc.  recently  confirmed: 


four  out  of  five  top  management  people  in  America's 
biggest  corporations  read  FORBES  regularly. 

The  FORBES  27th  Annual  Report  on  American 
Industry  is  a  unique  opportunity  to  communicate  with 
these  most  important  executives  in  U.S.  business  —  as 
well  as  the  most  influential  leaders  in  the  Middle  East. 

For  more  information,  write  Stephen  G. 
Nicoll,  Director  of  Advertising,  FORBES,  60  Fifth 
Avenue,  New  York,  N.Y.  10011.  Or  call  212-675-7500. 
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CAPITALIST  TOOL 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thoi  sands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 


Or  mail  coupon: 


THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHES 

A 
MESSAGE 

FOR 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
I  afraid.  It's  what  you  don't  know 
I  that  can  hurt  you. 

$  AMERICAN  CANCER  SOCIETY 


Coal  Comfort 


Bethlehem  Steel  is  booming  with  its  industry, 
but  it  has  dropped  a  notch  in  profitability.  Why? 


The  steel  industry  is  booming  with 
no  sign  of  a  serious  slowdown,  and 
Bethlehem  Steel  is  generally  acknowl- 
edged to  be  one  of  the  best-run  com- 
panies in  the  industry.  Why,  then, 
has  Bethlehem's  profit  showing  lagged 
behind  its  competitors'  this  year? 

In  the  first  half  Bessie's  sales  rose 
21%,  to  $2.5  billion,  but  profits  were 
up  just  16%,  to  $2.59  a  share.  This 
in  a  period  when  U.S.  Steel  was  up 
87%  in  profits,  Armco  63%  and  Inland 
49%.  As  a  percentage  of  sales,  Bessie's 
profit  was  4.6%,  vs.  U.S.  Steel's  5.7%. 

What  happened  to  Bessie?  We  put 
the  question  to  Lewis  W.  Foy,  the 
soft-spoken,  white-haired  steelman 
who  took  over  as  Bessie's  chairman 
and  chief  executive  in  August.  Part  of 
the  problem,  Foy  explained,  was  price 
controls.  Because  Bethlehem  had 
traditionally  been  more  profitable 
than  its  competitors,  it  was  treated 
more  harshly  than  its  less-profitable 
competitors  when  it  asked  the  Cost  of 
Living  Council  to  let  it  raise  prices. 
With  price  controls  off,  steel  prices 
have  risen  sharply— by  as  much  as 
35%— and  Bessie  is  now  catching  up. 
But  it  was  too  late  to  do  much  for 
the  company  in  the  first  six  months. 

"We  are  going  to  have  a  better 
third  quarter,"  Foy  says.  "We  ought 
to  have  a  good  fourth  quarter.  I'm 
hoping  that  the  year  as  a  whole  will 
turn  out  pretty  damn  well." 

Granted.  Even  so,  Bessie  is  unlikely 
to  catch  up  with  and  pass  U.S.  Steel 
again  soon.  At  a  time  when  steel 
companies  can  sell  everything  they 
make,  Bethlehem  is  having  some  pro- 
duction problems.  Foy  expects  Bes- 
sie's full-year  net  shipments  to  be 
down  a  bit  from  last  year's  16.6 
million  tons.  U.S.  Steel,  by  contrast, 
shipped  6%  more  steel  in  the  first  half 
than  in  the  same  period  last  year, 
and  should  be  ahead  for  the  full  year. 

The  Price  Of  Love 

Part  of  Bessie's  problem  is  coal,  the 
metallurgical  coal  so  vital  to  steelmak- 
ing.  In  this  respect,  Foy  was  a  logical 
choice  to  succeed  Stewart  Cort,  who 
retired  as  chairman  in  July.  Foy  has 
spent  34  of  38  years  at  Bethlehem 
in  its  raw-material  purchasing  opera- 
tions. In  recent  years  some  existing 
coal  mines  have  been  playing  out  and 
the  company  has  been  hit  by  several 
wildcat  strikes.  As  a  result,  Bessie  has 
had  to  buy  as  much  as  20%  of  its 
requirements  on  the  outside.  This  is  a 
co.'Hy  process,  what  with  metallurgi- 


cal coal  selling  as  high  as  $50  a  ton 
as  against  only  $23  last  year.  In  addi- 
tion to  the  insatiable  demand  for  steel, 
the  relatively  clean-burning  metallur- 
gical coal  has  increasingly  been  going 
to  utility  companies  under  pressure 
from  environmentalists.  Bessie  is  a 
good  customer,  but  in  a  market  like 
this,  as  Foy  says:  "There's  friendship, 
but  love  only  goes  so  far." 

It's  not  that  Bessie  doesn't  have 
coal  in  the  ground.  It  does.  But  some 
of  the  reserves  are  undeveloped.  The 
company  plans  to  open  new  mines  and 
expand  existing  ones.  It  has  also 
bought  an  inactive  coal  mine  near 
Pittsburgh  from  Union  Carbide  and 
is  planning  to  reopen  it.  But  all  this 
takes  time.  Meanwhile,  U.S.  Steel  has 
so  much  metallurgical  coal  production 
that  it  is  actually  selling  some  to  com- 
petitors—at a  handsome  price. 

So  coal  is  getting  high  priority  at 
Bethlehem  these  days.  At  the  moment, 
Bessie  is  in  the  process  of  building  1.6 
million  tons  of  new  steel-making  ca- 
pacity. This  expansion,  which  will 
cost  roughly  $500  million,  is  expected 
to  be  completed  by  1977.  This  is  just 
the  first  step  in  the  company's  plans 
to  add  up  to  6.5  million  tons  of  new 
steel-making  capacity  by  1985.  Par- 
ticularly because  of  the  threatened 
coal  strike,  Foy  is  by  no  means  ready 
to  give  the  go-ahead  on  the  complete 
project.  Again,  coal  is  a  big  problem. 
"We  still  have  several  months  yet  to 
decide  when  we  add  the  next  step," 
explains  Foy.  "The  problem  with  it  is 
not  just  new  steel  capacity,  but  also 
raw  material  capacity.  So  it  means 
getting  new  coal  mines  along  with 
newer  facilities." 

Foy  can  be  happy  about  one  thing. 
The  company's  shipbuilding  opera- 
tion might  soon  begin  to  really  pay 
off.  In  the  past  the  company  built 
both  commercial  and  Navy  ships', 
most  often  at  a  loss,  because  nearly 
all  of  them  were  tailor-made  jobs. 
Now  it  is  concentrating  on  building 
conventionally  designed  265,000-ton 
supertankers,  the  largest  being  built 
in  the  U.S.  Currently,  Bessie  has  five 
on  order  and  hopes  to  have  them  out 
of  its  shipyards  by  1976.  Also,  the 
company  is  building  offshore  oil-drill- 
ing rigs.  It  has  built  19  of  them  since 
1969  and  has  another  18  on  orda 

But  coal,  not  ships,  is  Lew   Foy's 
priority  problem.  Bessie  will  solve  the 
problem.  Until  it  does,  however,  it  is 
unlikely  to  recapture   its    former   su 
perior  profitability.  ■ 
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The  skid  our 
computer 
let  happen. 

Slamming  on  the  brakes  on  a 
slippery  road  is  the  last  thing  you 
should  do. 

Braking  suddenly  can  make  the 
wheels  lock.  And  on  a  slippery  road, 
that's  enough  to  cause  a  terrifying  skid. 

A  skillful  driver  "pumps"  the  brakes. 
Something  that  our  people  have  put 
to  good  use  in  a  unique  new  anti-skid 
system. 

With  it,  when  you  slam  on  the  brakes, 
a  mini-computer  hooked  up  to  a  sensor 
on  each  wheel  anticipates  when  the 
wheel  is  starting  to  lock. 

Then  our  system  pumps  the  brake 
of  that  wheel  for  you,  5  to  15  times  a 
second— better  and  faster  than  even 
the  most  skillful  driver  could. 

You  see  the  result  in  our  photo:  the 
left-hand  car  has  this  anti-skid  system. 

At  the  moment,  we're  working  in 
Europe  to  make  this  system  available 
here  at  about  the  same  cost  as  a  good 
car  radio. 

Little  enough,  considering  what  it 
does  for  you. 

And  doesn't  do. 

The  best  ideas  are  the    I  '  I  "  I ' 
ideas  that  help  people*  III 
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PHOTO  BY  ERIC  SCHWEIKARDT  FOR  SPORTS  ILIUSTRATEU 


Whether  it's  a  sailboat  off  Nassau, 
or  the  back  nine  at  St.  Andrews,  or 
center  court  at  a  Knicks-Celtics  game, 
or  a  fast  trout  stream . . . 

. . .  the  world  of  sports  is  where 
most  men  would  rather  be. 

Only  one  newsweekly  puts  this 
unique  world  of  romance  and  adventure 
and  excitement  and  challenge  between 


What  other  newsweekly 
makes  you  wish  you  were  there? 


two  covers.  It's  The  Third  Newsweekly, 
naturally. 

So  it  is  that  busy  men  come  to 
Sports  Illustrated,  because  they're  aware 
that  sports  play  an  important  and  re- 
vitalizing role  in  their  lives. 

For  such  men,  sports  are  both  a 
wa.    o  get  away  and  a  way  of  getting  to 
son      i  ng  quite  vital ...  an  intensely 


personal  world  where  they  can  get  a 
fresh  new  perspective  on  life. 

Won't  your  advertising  work  better^ 
when  it's  set  in  a  man's  favorite  world? 

Having  a  lot  of  wonderful  action. 
Wish  you  were  here. 

Sports  Illustrated 

The  Third  Newsweekly. 


Faces  Behind  the  Figures 


The  Equalizer 

When  Chairman-elect  Adrian  Cad- 
bury  dedicated  Cadbury  Schweppes' 
new  $10-million  chocolate  bar  plant 
in  Hazleton,  Pa.  late  last  month,  there 
were  no  reports  of  earth  tremors  in 
Hershey,  Pa.  some  80  miles  away. 
But  there  might  well  have  been.  The 
new  plant  was  another  major  move  in 
a  collision  course  with  Hershey  that 
had  been  shaping  up  ever  since  the 
1969  merger  that  combined  Cadbury's 
confectionery  empire  with  Schweppes' 
worldwide  soft-drink  business. 

The  object  of  that  merger,  which 
then-39-year-old  Adrian  Cadbury 
had  worked  out  with  Schweppes' 
Lord  Watkinson,  was  to  enable  each 
side  of  the  business  to  expand  in  mar- 
kets where  the  other  was  already 
strong.  Thus  Schweppes  has  grown, 
says  Cadbury,  until  it  now  has  some 
35%  of  Australia's  soft-drink  business. 
"We  would  be  far  more  hesitant  about 
embarking  on  the  confectionery  side 
in  the  U.S.,"  says  Cadbury,  "but  for 
our  strength  there  on  the  drink  side." 

Another  such  situation  has  created 
what  he  thinks  is  Cadbury  Schweppes' 


greatest  current  opportunity,  namely, 
to  become  (except  for  Coke's  special 
product)  the  top  dog  in  soft  drinks 
in  Europe,  where  the  company's  con- 
fectionery business  is  already  excel- 
lent. "We  have  the  best  opportunity 
of  being  the  top  company,"  says  Cad- 
bury, noting  that  Spain,  where  quinine 
water  is  consumed  as  a  soft  drink, 
already  guzzles  some  50%  more  of  it 
than  England,  where  it  is  used  pri- 
marily as  a  mixer. 

Cadbury  sees  taking  on  Hershey  as 
a  "very  tough  proposition"  that  will 
take  plenty  of  endurance.  But  en- 
durance comes  naturally  to  a  man 
who  is  the  great-grandson  of  the 
founding  Cadbury  and  was  once  on 
the  British  Olympic  rowing  team. 

Even  so,  doesn't  he  hesitate  to 
launch  his  new  campaign  in  today's 
economic  weather?  "The  sky  is  look- 
ing a  bit  shaky  now,"  he  admits,  and 
as  a  former  Cambridge  economics  stu- 
dent and  a  governor  of  the  Bank  of 
England,  he  should  be  in  a  position 
to  know.  But  he  adds  quickly  that 
Cadbury's  greatest  confectionery 
growth  in  Britain  occurred  during  the 
years  of  the  Great  Depression.   ■ 


Cleaning  Up  The  Mess 


Marquard  of  American  Standard 


**r 


William  Marquard  is  chief  execu- 
tive officer  of  American  Standard,  the 
$1.5-billion,  oldtime  plumbing  and 
heating  company  that  was  turned  into 
a  major  conglomerate  in  the  acquisi- 
tion craze  of  the  late  1960s.  He  makes 
no  glowing  promises.  "This  corpora- 
tion in  this  economy  is  looking  for  the 
land  of  leadership  that  is  solid,  stable 
and  gives  a  sense  of  security." 

It  just  goes  to  show  how  times  have 
changed. 

In  1966  American  Standard  was 
Dullsville.  In  the  preceding  decade 
sales  had  risen  8%  and  earnings  had 
declined  22%.  Onto  the  scene  came  a 
Boise  Cascade  man,  William  D. 
Eberle.  Eberle  learned  conglomera- 
tion and  earnings  management  at  the 
right  hand  of  a  master  at  the  trade, 
Robert  V.  Hansberger. 

In  Eberle's  five  years  as  chief  ex- 
ecutive officer,  from  1967  to  1971, 
sales  went  from  $569  million  to  $1.4 
billion.  He  acquired  Mosler  Safe, 
Westinghouse  Air  Brake  and  the  Wm. 
Lyon  Development  Co.  among  others. 
Long-term  debt  went  from  $23  mil- 
lion to  $343  million.  Earnings?  Un- 
fortunately, they  sank  from  $1.01  a 
share  to  11  cents.  And  there  was  a 
write-off— $7.37  a  share— to  straight- 
en out  all  that  growth  of  the  1960s. 

Eberle  left  for  Washington  as  spe- 


cial representative  for  trade  negotia- 
tions. Behind  him,  left  to  pick  up  the 
pieces,  was  an  operating  man,  Wil- 
liam Marquard,  51,  former  president 
of  Mosler  Safe. 

Eberle  left  a  mess,  but  not  a  hope- 
less mess.  "Many  of  the  things  Eberle 
did  are  the  basis  for  what  I  consider 
to  be  a  pretty  firm  foundation  today," 
says  Marquard.  "What  was  needed 
was  a  top-down  plan  to  put  some 
sense  and  order  into  the  corporation." 

Marquard  sold  off  assets,  trimmed 
long-term  debt  (now  $234  million) 
and  tightened  cost  controls.  Sales 
have  gone  from  $1.4  billion  in  1971 
to  $1.5  billion,  while  earnings  per 
share  went  from  11  cents  to  $2.16. 
For  the  first  half  of  1974  sales  are  up 
nearly  15%  and  earnings  are  up  28%. 
Return  on  stockholders'  equity,  nom- 
inal in  1971,  was  up  to  11%  last  year. 

Marquard  says  he  will  be  satisfied 
with  a  growth  rate  of  6%  or  7%  over 
the  Seventies,  just  enough  to  stay 
ahead  of  the  gross  national  product. 
He  wants  a  corporation  that  is  essen- 
tially self-funding.  Most  emphatically 
he  does  not  want  any  more  major 
acquisitions.  "We  are  not  going  to,  as 
we  used  to  say  around  here,  add  an- 
other leg  to  the  stool.  It  is  very  steady 
and  sturdy  now.  We  have  enough 
legs  on  our  stool."  ■ 
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If  it's  not  glamorous  to 
show  Yugoslavians  how  to 
pack  a  pump, 
were  not  glamorous. 


Were  also  not  cyclical. 


Some  of  our  fastest  growing 
business  is  overseas. 

Wherever  industrial  growth 
emerges,  there's  a  special  need  for 
our  kind  of  expertise  in  making 
components.  The  gasketing, 
packing,  seals,  as  well  as  a  wide 
range  of  other  components  needed 
by  a  wide  range  of  industry 

It  may  not  be  glamorous,  but  it's 
good  business. 

In  the  last  decade,  while  our  total 
sales  jumped  from  $40  million  to 
$126  million,  our  percentage  of 


sales  outside  the  U.S.  has  steadily 
grown  to  30%. 

Interestingly,  at  least  20%  of  our 
international  sales  are  U.S.  exports, 
and  the  dollar  volume  is  growing. 
We  import  virtually  nothing  from  our 
13  plants  outside  the  U.S.  We  like 
our  balance  of  trade. 

We've  grown  by  products  diversified 
over  many  industries  and  now  many 
continents.  And  the  very  nature  of 
the  components  we  make  keeps  us 
noncyclical.  When  economies 
bloom,  our  sales  swing  more  heavily 


We'll  go  anywhere  to  stop  a  leak.  And 
grow.  Among  other  stops  in  the  world 
for  our  European  technical  van  was 
President  Tito's  former  summer  palace 
for  one  of  the  first  trade  seminars  ever 
held  in  Yugoslavia  by  a  Western 
company. 


to  new  equipment  manufacturers. 
When  business  slows,  our 
replacement  sales  go  up.  We  know 
this  has  contributed  to  our  unbroken 
dividend  record  since  1905. 

If  you'd  like  to  know  more  about 
Garlock,  send  for  our  corporate 
packet  of  information.  Write  Doug 
Barnes,  Garlock  lnc.,1250F  Midtown 
Tower.  Rochester.  NY.  14604. 

Our  NYSE  symbol  is  GAK. 

oarlock 
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Faces  Behind  the  Figures 


Canada  Is  A 
Different  Place 

James  W.  Kerr  is  one  of  the  few  gas 
pipeliners  wearing  a  smile  these  days. 
He's  got  plenty  of  gas,  for  one  thing— 
a  20-year  supply  against  an  eight-to- 
ten-year  supply  for  the  average  U.S. 
gas  company.  And  his  money  supply 
seems  in  good  shape  too.  His  com- 
pany was  recently  granted  a  substan- 
tial rate  increase,  enough  to  bring  its 
overall  return  on  its  present  common 
equity  up  to  an  eye-catching  18%.  On 
the  strength  of  that,  he  was  able  to 
bring  out  a  $50-million  issue  of  pre- 
ferred stock  last  month  for  which  he 
will  only  have  to  pay  9%.  The  lowest 
a  U.S.  gas  utility  can  get  away  with 
right  now— if  it  can  get  money  at  all — 
is  about  11%. 

What's  different  about  Kerr's  opera- 
tion? It's  a  Canadian  company.  Kerr, 
60,  is  chairman  and  chief  executive 
of  TransCanada  Pipelines  Ltd.,  a 
$437-million  (revenues)  outfit  which 
operates  a  5,367-mile  pipeline  system 
from  the  gas  fields  of  Alberta  into  the 
industrialized  Canadian  east.  Unlike 
American  pipeline  outfits,  which  catch 
,  flak  from  the  Federal  Power  Commis- 
•  sion  and  Congress  when  they  try  to 


raise  rates,  TransCanada  has  relative- 
ly easy  going  when  it  applies  to 
Canada's  National  Energy  Board  for 
increases.  FPC  rate  hearings  often 
take  years.  "Our  most  recent  applica- 
tion for  an  increase  went  through  after 
just  11  days  in  the  hearing  room," 
says  Kerr. 

Are  the  Canadian  regulators  more 
concerned  about  gas  shortages  than 
American  regulators?  Not  really.  Can- 
ada doesn't  have  the  same  supply 
shortages  as  does  the  U.S.  There's 
plenty  of  gas  in  the  Alberta  fields, 
and  even  more  to  come  from  new 
fields  in  the  MacKenzie  River  Delta 
and  the  Canadian  Arctic  islands.  The 
main  reason  for  the  easier  regulatory 
climate  north  of  the  border  is  govern- 
ment concern  for  keeping  Canadian 
pipeliners  like  TransCanada  healthy 
enough  to  build  the  facilities  to  trans- 
port these  developing  reserves.  It  will 
take  at  least  $5  billion  to  build  pipe- 
lines from  the  MacKenzie  Delta  alone. 

In  any  event,  Kerr  and  TransCan- 
ada are  the  envy  of  American  gas 
men.  And  Canadian  gas  users,  who 
don't  face  the  prospect  of  turning 
down  their  thermostats  this  winter  or 
slowing  down  their  production  lines, 
are  likewise  the  envy  of  chilly  Ameri- 
can gas  consumers.   ■ 


Kerr  of 

TransCanada  Pipelines 


Still  Floating 


Elkus  of  Ampex 


Richard  J.  Elkus,  the  63-year-old 
chairman  of  Ampex  Corp.,  skippers  a 
60-foot  yacht  he  named  Avante. 
Loosely,  that's  Spanish  for  "Let's  go!" 
Weekend  sailor  Elkus  has  shown  that 
the  slogan  is  useful  in  the  boardroom 
as  well  as  afloat. 

The  careers  of  this  tall,  patrician 
Californian  have  spanned  manufac- 
turing, banking  and  equipment  leas- 
ing. Between  "retirements,"  Elkus  has 
built  a  paper  business,  a  restaurant- 
equipment  firm,  a  San  Francisco  Pe- 
ninsula bank,  and,  as  chairman,  helped 
build  $44-million  U.S.  Leasing  Int'l. 

Elkus  broke  a  promise  to  his  wife 
and  violated  his  fourth  retirement  to 
engineer  a  salvage  operation  at  Ampex 
in  1972.  A  manufacturer  of  audio  and 
video  equipment,  computer  peripheral 
products  and  magnetic  tape,  the  com- 
pany was  headed  for  Davy  Jones' 
locker  when  Director  Elkus  rallied 
fellow  board  members  to  face  a  stag- 
gering $90-million  loss. 

Out  went  embattled  former  presi- 
dent and  chairman  William  Roberts, 
as  well  as  every  group  vice  presi- 
dent, and  up  the  ladder  went  senior 
technical  man  Arthur  Hausman,  whose 
knowledge  of  operations,  declared  El- 


kus, complemented  his  own  financial 
skills.  Recalls  the  gray-haired,  gray- 
suited  chairman,  "the  question  at  the 
time  was  were  we  going  to  survive." 
While  Elkus  pacified  creditor-friends 
at  Wells  Fargo  Bank,  President  Haus- 
man drew  up  a  reorganization  plan 
for  what  company  brass  now  refer 
to  as  the  New  Ampex. 

What's  so  new  about  it?  Well,  for 
starters,  the  company  makes  money. 
Ampex  earned  $5.5  million  on  sales 
of  $281  million  in  fiscal  1974,  and 
70  cents  a  share  in  the  fiscal  first 
quarter  vs.  last  year's  5  cents.  The  El- 
kus program  has  helped  build  cash 
and  improve  profits.  Since  he  and 
Hausman  took  over,  long-term  debt 
has  been  reduced  by  $112  million. 

In  addition,  the  company  has  main- 
tained a  $16-million  annual  commit- 
ment to  research  and  development, 
and  its  new  AVR-2  TV  videotape  re- 
corder is  a  hit  with  broadcasters.  The 
problem  now  is  fast  delivery  of  a 
$100-million  corporate  order  backlog. 

Now  that  the  storm  has  passed,  is 
Elkus  ready  for  his  fifth  retirement? 
Don't  count  on  it,  he  says,  "I've  never 
understood  people  who  didn't  have  at 
least  90  things  waiting  to  be  done."  ■ 
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WHEN  AWT  WANTS  TOTALK  TO  42  MILLION 
ADULTS  JHE1T D0N7CALLTHEM  ON  THE  PHONE. 


It  used  to  be  that  corporate 
advertising  ended  up  only 
in  business  publications: 
Consumerism  has  caused  corporate 
advertisers  to  rethink  that  strategy. 
More  and  more  see  their  corporate 


GUIDE 
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purposes  better  served  by  speaking 
out  to  the  general  public. 

This  more  aggressive  approach 
to  corporate  communication  favors 
TV  Guide  magazine.  Consider  the 
values  we  bring  to  such  advertisers 
as  AT&T  j 

One  is  coverage,  plain  and 
simple.  Run  an  ad  in  any  issue  of 
TV  Guide  magazine  and  you Ve  got 
an  audience  of  some  42  million 
adults.  Run  a  six-time  schedule,  and 
you  jump  the  net  reach  to  over  half 
ofallU.S.  adults.  I 

Another  is  readership.  Of  our 
total  magazine,  of  your  advertising. 
Dollar  for  dollar,  an  ad  in  TV  Guide 
generally  gets  a  better  reading  than 
the  same  ad  in  Digest  or  any  other 
major  magazine. 

If  what  you  have  to  say  in 
your  corporate  message  can  benefit 
from  the  broadest  possible  cover- 
age and  predictably  high 
readership,  you  could  sur- 
prise yourself  in  TV  Guide. 


TV 
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WE'RE  BIG.  WE'RE  EFFICIENT. 
WE  GET  READ.  YOU  GET  READ. 


Sources   1974  Simmoni  up  d*t».  !  ' 
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The  Funds 


Timing  Plus  Tenacity 

What?  A  success  in  mutual  funds  these  days?  Yes,  Vir- 
ginia, there  is  one;  it's  called  Reserve  Fund,  set  up  in 
1971  by  entrepreneurs  Harry  Brown  and  Bruce  R.  Bent. 
Just  20  months  ago  it  had  less  than  $1  million  in  assets. 
Today  it  has  close  to  $400  million,  and  its  founders  are 
predicting  $1  billion  by  fiscal  year-end  next  May  31— 
a  growth  the  more  remarkable  because  Reserve  Fund  is 
a  no-load  fund,  with  no  army  of  salesmen  to  push  it. 
The  only  no-load  growth  even  approaching  it  was  Rowe 
Price's  New  Horizons  Fund,  and  it  took  many  years  longer 
to  reach  those  levels. 

Reserve  Fund  is  the  largest  by  far  of  the  money  mar- 
ket funds,  with  35%  to  40%  of  the  total  assets  in  such 
funds.  It  can  put  smallish  amounts  of  idle  cash  to  work 
in  what  had  always  been  a  rich  man's  market.  It  has,  of 
course,  profited  from  soaring  interest  rates,  which  have 
allowed  it  to  return  an  annualized  yield  to  its  share- 
holders that  hovers  today  around  12.5%  net  of  all  charges 
including  a  management  fee  of  %  of  1%— a  truly  hand- 
some return  even  in  these  days  of  double-digit  interest 
rates.  But  there  is  more  to  it  than  that. 

Seven  years  ago  Brown  and  Bent  were  making  modest 
salaries  in  the  Teachers  Insurance  &  Annuity  Association's 
bond  department— Bent  was  portfolio  manager  working 
for  Brown,  who  was  head  of  TIAA's  $600-million  bond 
department.  Deciding  there  was  no  future  at  TIAA,  they 
left  to  form  the  tiny  firm  of  Brown  &  Bent,  which  tried  to 
subsist  on  small  private  placements  and  venture  capital 
deals.  Their  successes  were  so  few  they  had  lots  of  time  to 
mull  over  an  idea  that  had  occurred  to  them  at  TIAA. 

Convincing  The  SEC 

"Even  at  a  big  outfit,"  recalls  Bruce  Bent,  "there  was  al- 
ways a  problem  of  how  to  handle  idle  cash.  Funds  would 
become  available  for  short  periods  of  time,  and  then  would 
abruptly  have  to  be  used  when,  say,  a  mortgage  deal  was 
closed.  There  was  no  effective  way  for  these  idle  balances 
to  earn  money.  So  we  worked  up  a  program  over  a  long 
period  of  time.  You  had  to  put  it  through  a  computer,  take 
into  account  a  variety  of  assumptions  and  see  how  each 
case  could  be  handled,  what  the  costs  were  and  solve  the 
accounting  problems.  It  wasn't  easy." 

It  took  almost  two  years  to  develop  a  workable  program 
and  a  prospectus  to  sell  it,  then  another  18  months  to 
clear  the  prospectus  through  the  Securities  &  Exchange 
Commission.  "That  was  an  experience,"  says  Bent.  "They 
were  used  to  stock  and  bond  prospectuses.  They  didn't 
know  about  money  market  instruments." 

Even  then  the  idea  almost  went  down  the  drain,  be- 
cause the  partners  figured  they  would  lose  money  until 
they  reached  $80  million  in  assets;  and  they  had  no  money 
to  lose.  They  knocked  on  the  doors  of  close  to  100  financial 
institutions  looking  for  a  backer,  but  the  only  one  interested 
—at  a  steep  price-was  Fidelity  Corp.,  a  Richmond,  Va. 
financial  conglomerate. 

"We  were  starving,"  says  Bent,  "and  were  on  the  verge 
of  offering  them  the  entire  management  company  as  long 
as  we  could  operate  it  and  draw  a  salary.  Then  one  day 
we  get  15  calls  from  various  individuals  interested  in  our 
concept,  and  we  get  some  orders.  So  Harry  and  I  figure, 
let's  starve  a  few  more  weeks  and  see  what  happens. 

"Then  Roebuck  &  Co.,  a  New  York  investment  adviser 
we  had  seen  a  few  months  before,  informs  us  they  were 


Harry  Brown 


Bruce  R.  Bent 


thinking  of  putting  in  $2  million.  That  was  when  we  had 
something  like  half  a  million  in  the  spring  of  1973.  That 
summer  Channing  Management  threw  us  another  $6  mil- 
lion. Then  I  knew  we  were  going  to  make  it." 

Reserve  Fund  has  indeed  made  it,  and  is  continuing  to 
make  it  big,  on  the  strength  of  two  inspired  marketing 
devices  and  a  somewhat  more  controversial  investment 
approach.  The  first  marketing  device  is  to  credit  its  clients 
(who  may  invest  as  little  as  $1,000)  with  interest  every 
day  and  to  allow  for  instant  withdrawal  without  penalty. 
This  made  the  fund  attractive  to  all  kinds  of  investors- 
small  corporations,  individuals  and  estates. 

The  second  marketing  device  was  to  have  Reserve 
Fund's  shares  quoted  not  on  an  asset-value  basis  but  on 
a  yield  basis— that  is,  the  shares  are  quoted  at  a  fixed 
asset  price  of  $1,  with  the  yield  varying  from  day  to  day. 

If  Reserve  Fund  has  an  Achilles'  heel,  it  is  in  its  in- 
vestment approach.  As  the  fund's  assets  have  grown,  less 
and  less  of  them  have  been  invested  in  such  comparative- 
ly well-known  money  market  instruments  as  Treasury  bills 
or  bank  certificates  of  deposit.  Instead,  the  great  bulk  of  its 
assets  are  now  in  so-called  DDNs  or  Documented  Dis- 
count Notes,  better  known  as  bank  guaranteed  letters  of 
credit.  This  is  a  credit  device  where  a  bank,  for  a  fee, 
guarantees  a  note  issued  by  a  company,  frequently  one 
that  is  not  large  enough  or  well  enough  known  to  issue 
its  own  commercial  paper. 

There  is  some  question  about  where  this  kind  of  paper 
stands.  In  Bruce  Bent's  eyes,  "It  is  better  than  a  CD  be- 
cause it  has  two  names  on  it  [the  name  of  the  company 
and  of  the  bank].  Moreover,  under  Section  194  of  the 
Banking  Act,  they  have  equal  standing  with  savings  de- 
posits, checking  deposits,  CDs  and  other  bank  obligations." 
But  they  are  still  a  new  and  untested  breed,  which  is 
precisely  why  they  offer  a  higher  yield;  and  they  are 
the  least  marketable  of  money  market  instruments  if  sold 
before  maturity. 

Any  sizable  bank  failure  would  depress  the  entire  sec- 
ondary market  for  bank  CDs  and  DDNs,  so  that  they 
might  be  salable  only  at  a  very  substantial  discount,  though 
one  would  expect  them  to  be  paid  off  at  maturity.  Even 
so,  DDNs  are  far  less  risky  than  stocks  or  bonds  or  even 
some  commercial  paper. 

Are  the  slightly  greater  risks  and  the  slightly  lower 
marketability  of  DDNs  enough  to  trouble  investors?  That 
depends  on  the  investor's  needs  for  total  safety  and  li- 
quidity, which  only  Treasury  bills  can  supply.  But  what 
is  certain  is  that  two  intelligent  men  have  come  up  with 
a  creative  new  device  in  the  fund  business.  ■ 
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momentum! 

Harnischfeger  has  it ...  in  the  right  world-wide  markets 
with  the  right  products  at  the  right  time! 

products 


CONSTRUCTION  AND  MINING 
PRODUCTS  GROUP 

•  First  in  electric  loading  shovels  for 
mining  up  to  40  cubic  yards 

•  First  in  "instant  container  port"  truck  cranes 

•  First  in  large  coventional  truck  cranes 
up  to  300  tons 

•  Second  in  hydraulic  construction  cranes 


INDUSTRIAL  AND  ELECTRICAL 
PRODUCTS  GROUP 

•  First  in  overhead  traveling  cranes 
for  industry,  nuclear  power  plants  and 
waste  disposal  installations 

•  First  in  automated  storage  and  handling 
systems  for  raw  steel  products 

•  First  in  wire-rope  hoists 


markets 

Nine  Months  Ended  July  31 
1974  1973  1972 

Net  Sales  $192,939,000     $146,265,000     $109,749,000 

New  Orders  Booked      313,000,000       196,000,000       116,500,000 
Backlog  218,000,000        92,000,000         45,000,000 

management 


Year  ended  October  31 

1973        1972 

$200,892,000       $1 53,751 ,000 

263,700,000         166,300,000 

103,800,000  49,000,000 


Net  Income 
Return  on  Sales 
Return  on  Equity 
Earnings  Per  Share 
—(primary) 


Harnischfeger 


Nine  Months  Ended  July  31 

Year  ended  October  31 

1974                   1973                   1972 

1973                    1972 

$8,433,000         $5,627,000         $3,092,000 

$7,774,000           $4,332,000 

4.4%                  3.8%                   2.8% 

3.9%                     2.8% 

11.9%                  9.5%                   5.6% 

9.5%                     5.8% 

$4.90 


$3.57 


$1.97 


$4.92 


$2.76 


For  our  latest  annual  report  and  corporate  profile  write:  William  L.  Carter, 
Executive  Vice  President-Finance  and  Administration,  Harnischfeger 
Corporation,  P.  O.  Box  554FB ,  Milwaukee,  Wl  53201 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering  ? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Depf.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Don't  Discount 
The  Positives 

By  L  O.  Hooper 


For  months,  both  Main  Street  and 
Wall  Street  have  been  talking  about 
inflation,  stressing  the  extent  of  it 
and  their  fears  of  more  of  it.  Infla- 
tion to  most  people  means  simply  ris-. 
ing  prices  for  goods  and  services  and 
declining  buying  power  in  cash  and 
cash  equivalents;  it  means  that  every- 
thing one  buys  for  cash  must  go  up 
in  price.  Strangely,  as  everyone  has 
become  more  conscious  of  inflation, 
there  has  been  a  great  rush  to  acquire 
cash  and  cash  equivalents,  such  as 
short-term  paper,  U.S.  Treasury  bills 
and  notes,  bank  acceptances  and  cer- 
tificates of  deposit.  The  urge  for  liquid- 
ity—in theory,  the  last  thing  anyone 
wants  in  a  period  of  inflation— has  been 
greater  than  at  any  time  since  the 
early  1930s.  So  the  market  has  been 
thinking  about  inflation,  but  actually 
discounting  deflation. 

It  would  seem  that  the  logic  behind 
this  urge  for  liquidity  is  that  efforts 
to    end    inflation    will    be    successful 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


quickly  and  that  inflation  will  be  suc- 
ceeded by  deflation;  or  perhaps  that 
inflation  will  collapse  under  its  own 
weight  and  all  efforts  to  control  defla- 
tion will  be  fruidess.  In  other  words, 
uncontrolled  inflation  could  create  un- 
controlled deflation. 

The  latter,  of  course,  is  economic, 
business,  social  and  political  disaster. 
It  is  bullish  on  cash  and  cash  equiva- 
lents and  bearish  on  almost  everything 
else,  including  stocks  and  bonds. 

So,  as  viewed  currently,  the  out- 
look for  stock  and  bond  prices  and 
for  the  buying  power  of  cash  and 
cash  equivalents  is  simple  to  state.  If 
inflation  is  not  about  to  turn  into  de- 
flation rather  quickly,  the  recent 
trends  in  the  financial  markets  must 
be,  to  some  extent,  reversed.  Cash 
and  cash  equivalents  (all  types  of 
short-term  paper)  have  been  over- 
bought, and  all  types  of  equity  (com- 
mon stocks )  have  become  oversold. 

Interest  rates  on  short-term  paper 
will  decline,  and  most  stocks  will  rise 
in  price.  The  great  headlong  rush  to 


liquidity  has  been  an  extreme  thing 
in  the  financial  market,  just  a  run- 
away craze.  Those  who  make  them- 
selves a  part  of  such  extreme  thinking 
almost  always  are  wrong. 

If  I  correctly  read  the  objectives 
of  Washington,  the  intention  is  to 
reduce  the  rate  of  inflation  from 
about  12%  at  present  to  something 
like  9%  this  winter,  and  to  something 
like  5%  or  7%  a  year  from  now.  It 
is  not  to  create  a  5%  or  10%  deflation 
rate.  No  government  in  any  country 
will  intentionally,  or  voluntarily, 
throw  the  nation  into  a  headlong  de- 
flation. So  don't  expect  President 
Ford  and  the  Congress  to  go  all  the 
way  with  Mr.  Greenspan  and  Mr. 
Simon  if  the  anti-inflation  policies  of 
these  men  are  extreme. 

All  this,  as  already  mentioned,  does 
not  rule  out  the  possibility  of  invol- 
untary deflation.  Tha^  could  come 
through  some  miscalculation  in  cen- 
tral bank  policy,  through  a  series  of 
serious  bank  failures  here  or  abroad, 
or  possibly  through  an  epidemic  of 
buyers'  strikes. 

In  an  environment  like  this,  it  seems 
to  me  that  investors  must  improvise 
as  they  go  along.  The  intermediate- 
term  outlook  from  time  to  time  may 
seem  clear,  but  the  longer-term  trends 
are  most  difficult  to  forecast.  Right 
here,  I  would  look  for  a  slight  slow- 
ing down  in  the  rate  of  inflation,  a 
considerable  easing  in  short-term  in- 
terest rates,  and  a  much  better  stock 
market  over   the  next  few  weeks   or 
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Announcing  a  new  fund .. . 

RO  WE  PRICE 

NEW  INCOME 

FUND,  inc. 

ANaLOADFUND 

for 
Income-seeking  Investors 

Mail  coupon  for  more  information 
and  free  prospectus.  Rowe  Price  New 
Income  Fund,  Inc.,  One  Charles  Center 
Dept.  A6,  Baltimore,  Md.  21201. 
Phone:(301)547-2136. 


Name 


Address 


City 


State 


Zip 


Money 
Grows 
Faster 
in  Mexico 

Contact  us  for  information 
on  secure  Mexican 
investment  opportunities. 
Supervised  accounts  offer 
exceptional  possibilities 
for  high  monthly  income,  capital 
growth  or  gold  coin  appreciation, 
all  with  bank  deposit  security. 
For  our  brochure  please  write, 
E.F.  Latham,  Mexletter 
Investment  Counsel, 
Hamburgo  159, 
Mexico  6,  D.  F.,  Mexico. 

mexletter 


FREE  APPRAISAL  of 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Wr-te  F.E.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


months.  I  see  no  fresh  bull  market 
for  a  long,  long  time.  Rather,  I  look 
for  responses  to  alternating  hopes  and 
fears;  for  the  present,  more  hope  and 
less  fear. 

The  collapse  in  the  glamour  stocks 
is  probably  overdone,  at  least  from 
the  standpoint  of  value.  But  there  is 
considerable  switching  out  of  them 
by  institutions  into  securities  which 
provide  a  better  income  on  the  invest- 
ment. Usually  this  has  not  been  en- 
couraged by  bank  advisors.  The  pen- 
sion funds  and  others  have  insisted 
that  more  emphasis  be  placed  on  in- 
come, and  less  on  speculation  aimed 
to  obtain  capital  enhancement. 

The  investment  public's  disenchant- 
ment with  electric  utility  shares  has 
probably  been  carried  to  extremes. 
But  as  long  as  A  and  AA  electric  util- 
ity bonds  are  available  yielding  11% 
or  more,  a  return  of  12%  to  13%  on 
some  medium-quality  utility  common 
stocks  is  not  out  of  line,  nor  is  a  divi- 
dend return  of  15%  or  so  on  problem 
utility  equities.  Dividend  returns  on 
the  better  quality  utilities  have  lately 
been  running  from  around  8%  to  about 
11%.  Some  of  these  are  Cincinnati  Gas 
<b  Electric  (14),  Commonwealth  Ed- 
ison (20)  and  Potomac  Electric  (10) 
at  around  11&%;  Pacific  Gas  ir  Elec- 
tric (18),  Tampa  Electric  (9)  and 
Southern  California  Edison  (15)  at 
about  10%;  and  Idaho  Power  (22) 
and  Utah  Power  is-  Light  (24)  at 
about  9%. 

Amerada  Hess  (18)  is  an  oil  stock 
on  which  I  was  far  too  optimistic  at 
higher  prices  late  last  year.  This  huge 
company  has  had  unique  problems, 
some,  but  not  all,  of  which  have  lift- 
ed. In  spite  of  conditions  which  caused 
abnormally  low  earnings  in  the  first 
half,  net  for  the  period  was  $2.53  a 
share  as  against  $1.85  a  year  ago. 
This  is  a  huge  company  with  a  big 
potential.  It  may  be  cheaper  than  most 
other  "big"  oil  stocks,  partly  because 
of  the  eventual  potential  of  the  Vir- 
gin Islands  refinery. 

Investing  In  Assets 

Union  Pacific  (60)  sold  up  to  973i 
early  in  1974.  Things  have  never  been 
better  for  this  big  natural  resource  and 
rail  conglomerate.  Earnings  this  year 
could  easily  be  the  largest  in  the  com- 
pany's history,  perhaps  in  the  $6  to  $7 
area.  The  important  thing  is  that  the 
company's  oil  potential  never  looked 
as  big  as  it  does  now.  Here  you  have 
by  far  the  best  railroad  in  America, 
plus  immense  scoal,  oil,  lumber  and 
land  reserves.  If  you  believe  in  assets 
rather  than  in  cash,  this  is  a  logi- 
cal stock  to  own.  Watch  what's  hap- 
pening to  the  company's  oil  explora- 
tion in  and  off  northern  Florida. 

There  is   always   a  temptation  for 


investors  to  assume  that  the  stock 
market  is  right  in  all  its  appraisals. 
In  stable  times,  when  there  is  no 
overwhelming  broader  trend,  relative 
values  tend  to  be  fairly  accurate; 
but  when  there  is  unusual  bullish 
emotion  or  bearish  convicton,  relative 
values  are  thrown  to  the  wind.  Be- 
cause we  have  been  passing  through 
a.  period  of  extreme  pessimism  about 
stocks,  relative  values  today  are  as 
far  out  of  line  as  they  were  under 
the  absurd  bullish  thinking  of  a  few 
years  ago.  Extremes  make  little  sense 
in  broad  trends  and  even  less  sense 
in  individual  stock  prices. 

During  the  conglomerate  craze, 
many  people  who  should  have  known 
that  there  is  no  way  of  making  12 
out  of  two  and  two  fell  for  the  siren 
call  of  synergism.  Only  last  December 
a  reputable  analyst  urged  me  to  buy 
Polaroid  (18)  at  around  140  because 
the  new  instant  camera  should  make 
the  company  earn  perhaps  as  much 
as  $6  a  share  in  1976.  A  large  holder 
of  Litton  (recently  around  5)  thought 
I  was  crazy  when  I  urged  him  to  sell 
the  stock  at  around  110.  Some  of  the 
bank  managers  of  pension  fund  mon- 
ey looked  with  sorrowful  pity  on  this 
worn-out  older  analyst  who  told  them 
that  their  glamour  stocks  were  not 
worth  20,  30  and  50  times  earnings, 
no  matter  how  good  they  were.  We 
were  in  a  "new  era,"  and  older  ideas 
had  become  obsolete.  But,  as  it  turns 
out,  only  temporarily. 

Pessimism  has  lately  been  as  much 
out  of  control  as  optimism  was  a  few 
years  ago.  Today  the  market  is  stress- 
ing all  the  negatives  and  ignoring  all 
the  positives.  Many  analysts  are  hunt- 
ing just  as  hard  for  trouble  as  they 
formerly  looked  for  excuses  to  buy. 
It  is  now  time  to  suspect  the  negatives 
and  to  give  the  positives  more  weight. 

This    is    a    time   when   the   values 
in    numerous    low-priced    secondary 
stocks  are  excellent.  It  also  is  a  time 
when  most  people  won't  buy  them  be- 
cause they  simply  are  not  interested 
One  is  Gino's  (5),  which  earned  49 
cents  in  the  June  quarter  and  hopes 
to  earn  as  much  in  1974  as  it  earned 
in  1973  when  $1.52  a  share  was  u 
ported.  The  stock  has  been  selling  for 
just  about  half  as  much  as  recently 
as  three  months  ago;  there  were  se> 
eral  paragraphs  on  this  company   in 
my  column  in  the  July  1  issue. 

For  the  rest  of  the  year  it  is  en- 
tirely possible  that  we  may  have  nunc 
bad  news  than  good  news  regarding 
business  trends  and  earnings.  This  ma) 
be  a  time,  however,  when  bad  news 
on  business  and  earnings  is  good  news 
for  the  stock  market.  Bad  news  maj 
indicate  that  inflation  is  in  battel  con« 
trol,  rather  than  any  emphatii  trend 
toward  deflation.   ■ 
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Stock  Comments 


How  Cheap  Are  Stocks? 


By  Heinz  H.  Biel 


Most  stocks  are  now  selling  at  least 
50%  below  their  highs  of  recent  years. 
By  far  the  largest  and  most  presti- 
gious corporation,  IBM  has  also  lost 
well  over  one-half  of  its  value,  or  more 
than  $31  billion!  The  DJI  is  at  a  12- 
year  low,  and  the  utility  stock  aver- 
age has  fallen  to  its  lowest  level  in  20 
years.  Looking  back  at  prices  of  re- 
cent history,  common  stocks  certainly 
are  a  hell  of  a  lot  cheaper.  But  are 
they  really  "cheap"? 

Stocks  appear  to  be  bargains  in  re- 
lation to  earnings,  which  have  been 
breaking  all  records  this  year.  Tak- 
ing the  popular  DJI  as  a  yardstick, 
earnings  for  the  12  months  to  last 
June  were  $93.26.  With  this  index 
now  below  630,  the  indicated  price/ 
earnings  ratio  is  under  7,  the  lowest 
in  25  years.  Even  if  we  make  allow- 
ance for  the  fact  that  the  "E"  part  of 
the  ratio  may  be  overstated  because 
earnings  of  some  companies  are  in- 
flated by  inventory  profits  and  under- 
depreciation  of  facilities,  the  P/E  is 
abnormally  low  by  past  standards. 

Another  yardstick  is  book  value, 
and,  for  the  first  time  in  well  over 
two  decades,  the  DJI  has  substantial- 
ly dropped  below  its  book  value, 
which  stood  at  $690  at  the  end  of 
1973.  This  is  all  the  more  remarkable 
because,  as  a  result  of  inflation,  pres- 
ent book  values  of  most  companies 
are  far,  far  below  replacement  costs. 

All  this  would  seem  to  suggest  that 
common  stocks  are  indeed  gready  un- 
dervalued. But  before  endorsing  such 
a  conclusion  without  reservation,  it  is 
essential  to  view  the  evidence  in  con- 
text with  the  present  market  for  oth- 
er investment  media,  primarily  long- 
term  bonds.*' In  1950,  for  example, 
Northwestern  Bell  Telephone  sold  a 
triple  A-rated,  34-year  bond  on  a 
2%%>  yield  basis.  Last  month  the  same 
company,  still  enjoying  its  top-quality 
rating,  had  to  put  a  10%  interest  rate 
on  a  similar  bond.  In  1949-50,  when 
the  P/E  on  the  DJI  was  as  low  as  it 
is  now,  the  dividend  yield  was  around 
7%,  or  more  than  twice  the  yield  on 
bonds.  Today,  the  dividend  yield  on 
the  DJI  is  6%,  or  40%  below  the  avail- 
able return  on  highest-quality  bonds. 
The  profound  change  that  has  taken 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin.  Watson  Inc. 


place  in  the  relationship  of  bond 
yields  and  stock  yields  is  the  reason 
why  Wall  Street  is  now  paying  such 
great  attention  to  both  the  level  and 
the  trend  of  interest  rates. 

Glimmer  Of  Hope 

I  can't  quite  see  the  light  at  the 
end  of  the  tunnel  yet,  but  at  the  rate 
the  market  has  been  going  down 
lately,  a  climax  may  not  be  too  far 
away.  When  more  than  one-half  of 
all  stocks  traded  make  new  lows  in 
a  single  week,  we  are  reaching  a  rath- 
er emotional  stage.  Nobody  knows 
what  the  sequence  of  events  will  be. 
Will  the  market  be  hit  hard  by  a 
wave  of  liquidation,  a  severe  break 
followed  by  a  steep  rebound;  or  will 
selling  dry  up  with  the  market  simply 
going  dead  near  the  bottom?  We  al- 
ways look  at  the  precedents  as  a  pos- 
sibly helpful  tool  in  discerning  the 
probable  outlook,  but  very  often  it 
is  difficult  properly  to  interpret  the 
picture  you  see. 

I  have  lived  through  many  bear 
markets— in  fact,  too  many  to  suit  my 
taste— but  I  have  learned  to  look  for 
one  important  sign:  When  the  mar- 
ket in  general  as  well  as  individual 
stocks  become  impervious  to  negative 
news,  that's  usually  the  end.  Obvious- 
ly, we  are  some  distance  away  from 
this  point. 

What  is  the  importance  of  recogniz- 
ing a  major  bottom?  In  my  view  it  is 
to  stop  selling.  I  do  not  believe  that 
there  is  any  need  for  speed  in  buy- 
ing stocks.  We  never  catch  the  ab- 
solute lows,  and,  even  if  there  is  a 
strong  rebound,  the  market  usually 
settles  back  and  may  even  "test"  the 
lows.  It  is  that  period,  one  which 
more  often  than  not  is  likely  to  be 
rather  dull,  in  which  stock  portfolios 
should  be  rebuilt. 

And  what  stocks?  My  suggestion  is 
the  primary  blue  chips,  the  stocks  of 
large  companies  of  impeccable  qual- 
ity, which  are  and  will  remain  the 
mainstay  of  institutional  investors. 
This  does  not  include  the  glamour 
stocks  of  yesteryear  which  have  lost 
their  luster.  Secondary  stocks  may 
be  cheaper  statistically,  but  their  re- 
covery will  lag  until  the  individual 
investor  resumes  buying  stocks  for 
investment.  ■ 
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Technician's  Perspective 

Approaching  the  End 

By  John  W.  Schulz 


When  investors  succumb  to  utter  de- 
moralization, which  in  turn  escalates 
to  mass  hysteria,  it  becomes  very  diffi- 
cult to  remember  that  the  market  can 
be  just  as  wrong  trying  to  anticipate 
the  end  of  the  world  as  it  has  always 
been  in  trying  to  advance-discount  the 
millenium.  Wall  Streeters  strive  to  find 
reasons  for  the  price  movement  and 
these  reasons  invariably  explain  why- 
prices  will  keep  moving  in  the  same 
direction  for  a  while  longer. 

Once  a  price  trend  is  well  estab- 
lished, everyone  is  thoroughly  familiar 
with  these  reasons  and  so  they  be- 
come the  conventional  wisdom  of  the 
day.  As  the  trend  goes  on  and  on,  the 
reasons  begin  to  include  absurdities, 
which  thus  creep,  more  and  more,  in- 
to the  conventional  wisdom.  Finally, 
the  distinction  between  what's  absurd 
and  what  makes  sense  becomes  almost 
hopelessly  blurred.  Do  you  remember 
the  articles  I  wrote  last  year  about 
the  "top  tier"  institutional  growth  fa- 
vorites? Well,  I  didn't  believe  in  that 
millenium.  And  I  didn't  believe,  last 
month,  that  the  end  of  the  world  was 
at  hand. 

That  wasn't  a  pure  act  of  faith, 
either:  Everyone  was  so  demoralized 
and  becoming  so  hysterical  that  the 
reasons  why  people  were  dumping 
stocks  had  to  include  a  typically  large 
component  of  the  absurd.  I  can't  think 
of  a  better  way  to  illustrate  this  than 
by  tracing  what  happened  to  price/ 
earnings  ratios  on  the  New  York  Stock 
Exchange.  Last  December,  when  the 
Dow  had  dropped  to  783,  about  30% 
of  all  Big  Board  common  stocks  were 
selling  at  multiples  under  6.  Almost 
six  months  later,  with  the  Dow  again 
down  to  the  780s,  about  38%  were 
selling  at  multiples  under  6.  In  July, 
at  Dow  760,  the  under-6  multiples 
accounted  for  49%  of  the  list.  And  just 
before  Labor  Day,  at  about  Dow 
680,  the  number  of  stocks  was  as 
much  as  61%,  and  the  median  multi- 
ple was  5.3  (source:  M/G  Financial 
Weekly).  At  the  same  time,  the  av- 
erage multiple  of  the  unweighted 
1,550-stock  Value  Line  Composite 
was  5.2.  As  far  as  is  known,  these  are 
the  lowest  price/ earnings  ratios  for 
the  NYSE  list  in  about  50  years. 

Mr.  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc 


Yes,  I  think  I  know  all  the  reasons 
people  now  give  why  P/Es  had  to 
come  down— the  "quality"  of  current 
earnings  is  lousy,  the  trend  of  earnings 
will  likely  be  down  for  several  quar- 
ters, and  short-term  interest  rates  are 
extraordinarily  high.  I  have  a  hunch 
the  quality  isn't  all  that  poor.  And  it 
ought  to  improve  if  earnings  drop,  be- 
cause the  "phantom"  inventory  prof- 
it component  will  diminish  and  short- 
term  interest  rates  should  soon  be 
coming  down  pretty  conspicuously. 

Be  that  as  it  may,  to  my  mind  these 
record-low  multiples  are  largely  a 
symptom  of  nonconfidence  carried  to 
the  point  of  absurdity.  They  are,  in 
fact,  lower  than  those  of  the  early 
1930s,  when  industrial  production  col- 
lapsed and  there  was  mass  unemploy- 
ment, and  when  lots  of  stocks  had 
prices  but  no  earnings  (DJI  per-share 
net  was  in  the  red ) . 

More  To  Come,  But. . . . 

Technical  analysts  look  to  "senti- 
ment" indicators  for  evidence  that 
pessimism  has  reached  a  degree  of  the 
extreme  virulence  that  has  been  typi- 
cal of  past  final  bear-market  lows  and 
reversals.  Some  of  these  indicators 
were  at  such  extremes  last  month 
when  the  Dow  reached  into  the  low- 
er 600s— e.g.,  public  round-lot  short- 
selling,  rate  of  average  price  decline, 
frequency  of  climactic  selling  in 
"breadth,"  etc.  Other  indicators,  such 
as  odd-lot  short-selling  and  the  ratio 
of  odd  sales  to  purchases  and  the 
NYSE  short-interest  ratio,  still  had  not 
"flashed."  But,  as  I  see  it,  the  P/E 
collapse  has  become  the  most  con 
vincing  sentiment  indicator  of  them 
all— and  the  most  important. 

I  think  that  collapse  means  not  the 
world    but   the   bear    market    is    ap 
proaching  an  end.  Because  tins  beai 
market  has  turned  out  to  be  the  most 
destructive  one  the  current  generation 
of  investors  has  known,  a  record  de 
gree  of  demoralization   and   hysteria 
may  ring  up  still  greater  measures  ol 
distress  on  the  sentiment    indicators 
and  prices  could  sutler  still  more  1>< 
fore  it's  over.  Even  after  the  real  low 
has  been  made,  things  could  l>e  prett) 
hairy.   We've  learned,   or   re-learned, 
that  a  low-multiple,  low  priced  stock 
market  can  fluctuate  \  lolentl]    ■ 
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Stock  Trends 


Prescription  for  Survival 
In  a  Bear  Market 


By  Myron  Simons 


If  you're  wondering  why  even  the 
most  carefully  selected  stocks  in  your 
portfolio  are  showing  substantial 
losses,  you've  got  a  lot  of  company. 
Actually,  the  reason  we're  all  suffer- 
ing is  a  lot  simpler  than  hundreds  of 
explanations  make  it  seem. 

Just  visualize  the  economic  and 
political  structure  as  though  it  were 
one  big  corporation  in  which  you 
owned  stock.  For  over  five  years  it's 
been  terribly  mismanaged.  Finally, 
we  went  out  and  got  a  new  manage- 
ment team.  But  the  new  group  has 
such  a  mess  to  clean  up  that  it  may 
have  to  take  some  pretty  serious  losses 
before  it  can  get  itself  on  a  profitable 
track  once  again.  What  happens  to 
your  stock?  Well,  of  course,  the  price/ 
earnings  multiple  would  plummet, 
and  it  would  be  hard  to  tell  how  far 
down  it  would  go  until  you  could  get 
a  new  fix  on  what  the  earnings  would 
be  once  the  problem  areas  were  taken 
care  of. 

That's  exactly  what  the  stock  mar- 
ket is  telling  us.  The  confusing  part 
is  that  the  earnings  haven't  started 
down  yet,  even  though  we  all  know 
that  they  will.  But  it's  the  future  that 
counts,  and  the  bleak  outlook  has 
knocked  down  the  P/E  almost  to  the 
lowest  level  in  the  20th  century. 
What's  more,  our  investment  has  to 
stack  up  against  alternate  ways  to 
use  money,  and  the  rate  of  return  on 
fixed-interest  instruments  is  a  devas- 
tating competitor. 

The  real  question  now  is  what  tests 
we  can  apply  to  our  new  management 
to  see  whether  it  is  doing  a  better 
job,  and  whether  it  can  make  our 
investment  more  valuable.  First,  let's 
look  at  what  it  is  not  likely  to  be  able 
to  do.  It  probably  can't  end  inflation 
in  any  big  hurry.  Even  the  President 
of  the  U.S.  can't  control  the  weather 
and  the  crops,  and  that  accounts  for 
a  good  bit  of  the  inflationary  trend. 
And  if  food  prices  do  come  tumbling 
down,  we'll  still  have  the  cost  of  en- 
ergy to  contend  with. 

So,  we're  stuck  with  a  rate  of  infla- 
tion that  won't  go  down  to  a  satisfac- 
tory level  unless  we  are  ready  to  take 
it  out  of  the  hide  of  other  areas  of 
the  economy.  If  we  did  that,  we  could 

Mr.    Simons,   a   guest  columnist,   is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


have  a  nasty  recession  on  our  hands. 
To  put  it  another  way,  the  fight 
against  inflation  and  its  potential  ef- 
fect on  corporate  profits  is  what  the 
stock  market  is  really  worried  about. 
The  simpler  the  weapons  used  in  that 
fight,  the  less  likely  they  are  to  fit  the 
complicated  problems  of  the  world 
economic  structure.  Monetary  policy 
alone  has  given  us  the  highest  interest 
rates  in  our  history,  but  it  has  left  us 
with  a  tremendous  rate  of  inflation. 
Monetary  policy  and  budget  cutting, 
and  increased  production  and  higher 
productivity  and  aid  to  the  industries 
that  have  suffered  from  monetary 
policy  are  likely  to  be  the  combination 
that  can  subdue  inflation  without 
causing  us  to  lose  our  shirts. 

Signal  To  Buy 

That  will  be  the  first  test  of  how 
our  new  economic  management  is  tak- 
ing hold.  An  early  signal  will  be  that 
the  Federal  Beserve  will  allow  interest 
rates  to  sink  to  lower  levels.  That 
should  be  the  first  sign  of  a  buying 
opportunity  for  stocks. 

At  least  it  will  let  us  consider  what 
a  stock  is  really  worth,  a  process  that 
many  security  analysts  have  almost 
forgotten  in  the  fear  of  the  often  im- 
aginary catastrophies  that  seem  to  lie 
ahead.  It  seems  tough  at  first  glance 
for  a  mere  common  stock  to  stack  up 
against  10%  government  bonds  and 
12%  certificates  of  deposit.  But  let's 
not  forget  that  almost  the  only  thing 
that  has  outdistanced  the  inflation 
rate  of  the  last  five  years  is  the  im- 
provement in  corporate  profits. 

Many  first-class  stocks  are  now  sell- 
ing to  yield  7%  or  more  in  dividends. 
And  besides  the  dividend  yield,  there's 
the  amount  of  money  that's  plowed 
back  into  the  company  for  us,  the 
stockholders.  Take  a  look  at  the  cash 
flow  (the  earnings  plus  depreciation 
and  amortization)  which  appears  in 
most  annual  reports.  A  stock  that  sells 
at  7  times  earnings  is  likely  to  return 
20%  to  25%  between  its  dividend  and 
the  amount  that's  reinvested  in  the 
company.  It  means  that  many  com- 
panies can  have  a  bad  year  and  still 
match  the  return  from  bonds.  If  we 
are  not  going  to  have  a  depression— 
and  most  economists  feel  that  we 
won't— almost    the    only    noninflated 


values   still   left   are   common   stocks. 

There's  one  other  thing.  The  econ- 
omy as  a  whole  may  be  in  a  period 
of  slow  growth,  but  that  doesn't  apply 
to  all  sectors  of  industry.  There's 
nothing  slow  about  the  fertilizer  com- 
panies. They  are  facing  a  worldwide 
shortage  that  will  keep  up  for  some 
time,  and  a  stock  like  International 
Minerals  ir  Chemical  (37)  should 
continue  to  have  a  climb  in  earnings. 

Even  more  interesting  is  a  look  at 
groups  that  have  been  stepchildren 
even  in  a  market  in  which  almost 
every  stock  has  been  unpopular.  I 
have  in  mind  the  housing  industry, 
which  ever>'  political  group  from  the 
archconservatives  to  the  most  ad- 
vanced liberals  agrees  should  be 
helped.  If  you  want  to  be  a  hero, 
you  might  clean  up  on  some  com- 
panies that  can  recover  from  near 
disaster.  But  the  safe  way  of  investing 
in  the  group  is  through  such  vehicles 
as  National  Gypsum  (9)  or  Johns- 
Manville  (14).  They  have  yields  of 
over  7%  and  sell  at  P/Es  of  less  than 
6.  You  may  have  to  struggle  through 
the  next  six  months  or  so  before  an 
earnings  turnaround  comes,  but  they 
will  probably  lead  the  next  upturn 
in  the  economy.  The  savings  &  loan 
industry  still  has  to  face  a  few  months 
of  savings  withdrawals.  But,  here  too, 
government  help  will  probably  be 
forthcoming.  Stocks  like  First  Charter 
(6)  and  Great  Western  Financial 
(8)  are  selling  at  such  low  multi- 
ples that  the  slightest  hint  of  an  up- 
turn can  mean  some  pleasant  profits. 

Bear  markets  are  painful,  and  one 
of  the  most  agonizing  periods  of  their 
life  comes  just  before  their  death. 
Just  like  their  mirror  images,  bull  mar- 
kets, they  tend  to  last  long  after  their 
reason  for  being  is  over.  There's  one 
big  difference.  In  a  bull  market  those 
last  months  are  a  pleasure;  in  a  bear 
market  they  are  unrelieved  pain. 

A  wise  old  Wall  Streeter  once  told 
me  how  not  to  get  caught  in  the 
death  struggles  of  a  bear  market. 
Figure  out  how  much  you  want  to 
invest,  and  when  the  stocks  you  want 
get  cheap  enough  to  make  youi 
mouth  water,  invest  a  quarter  of  your 
money.  That  way,  you'll  make  some- 
thing if  the  market  rebounds  even 
though  you'll  regret  not  having  put 
in  more.  But,  if  there  are  further  de- 
clines until  prices  seem  impossible, 
put  in  another  quarter.  Save  the  third 
quarter  for  when  the  financial  world 
seems  about  to  come  to  an  end.  Final- 
ly, put  in  your  final  quarter  when  the 
market  is  on  its  way  up.  It's  a  tough 
discipline  to  follow,  but  it  can  make  .i 
courageous  lion  out  of  a  frightened 
sheep.  My  feeling  is  that  we're  just 
at  about  the  time  for  investing  the 
third  quarter  of  the  monn    ■ 
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The  Market  Outlook 


Against  the  Trend 

By  Sidney  B.  Lurie 


The  price  disaster  in  last  year's  mis- 
takenly labeled  "one-decision  stocks," 
the  decline  in  the  market  as  a  whole, 
can  obscure  the  fact  that  investment 
policy  is  a  positive,  rather  than  pas- 
sive, force.  Stocks,  like  salmon,  do  at 
times  swim  upstream  notwithstanding 
the  horror  scenarios  which  can  be 
drawn.  Although  the  Dow  Jones  in- 
dustrial average  is  sharply  below  the 
year-earlier  level,  a  package  of  com- 
panies representative  of  the  industries 
I've  singled  out  is  enjoying  a  new 
and  stronger  supply/  demand  equation 
than  ever  before.  While  the  list  of 
these  stocks  is  small,  it  points  up  the 
fact  that  there  has  been  a  shift  in  is- 
sue emphasis  in  spite  of  obvious  rea- 
sons to  "do  nothing." 

The  front-page  discussions  with  re- 
spect to  food  prices  bring  to  mind 
Esmark,  the  world's  largest  meat- 
packer  through  its  Swift  &  Co.  divi- 
sion (around  23,  paying  $1).  Fiscal 
1974  earnings  may  reach  an  alltime 
peak  in  the  $5-$5.50-per-share  area, 
as  compared  with  $3.86  last  year.  A 
major  corporate  rehabilitation  pro- 
gram in  past  years  cut  the  cloth  to 
fit  the  present  pattern  and  vastly  im- 
proved the  meat-packing  division's 
basic  efficiency.  Further,  the  compa- 
ny's diversification  outside  of  the  food 
business  should  eventually  result  in 
perhaps  40%  of  earnings  coming  from 
nonmeat  operations.  With  the  1975 
outlook  good  in  the  fertilizer  division 
(close  to  10%  of  last  year's  earnings) 
and  its  oil  refining  and  marketing  op- 
erations (an  almost  equally  large 
earnings  source),  I  believe  next  year 
will  see  Esmark  on  the  way  to  its 
1978  profits  target  of  $7  a  share. 

This  year's  prosperity  in  the  steel 
industry  has  surprised  everyone  who 
thought  that  a  decline  in  automotive 
and  appliance  steel  demand  would 
result  in  a  figurative  catastrophe. 
Consumers  still  apparently  aren't  able 
to  get  all  the  steel  they  need:  The 
slackening  in  two  heretofore  major 
markets  is  being  offset  by  the  capital 
goods  boom,  rising  demand  from 
miscellaneous  sources  and  the  fact  that 
the  U.S.  steel  industry  is  more  com- 
petitive today  than  ever  before  in  re- 
cent history.  I  suspect  that  well-man- 
Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


aged,  consistently  profitable  Inland 
Steel  (around  32,  paying  $2.40)  may 
be  on  the  way  to  earning  over  $7 
per  share  this  year  as  compared  with 
$4.39  in  1973.  This  is  possible  even 
though  over  30%  of  last  year's  ship- 
ments went  to  the  auto  and  appli- 
ance industries.  Perhaps  there  has 
been  some  customer  inventory  build- 
up, but  the  signs  for  1974  hint  the 
third  year  of  back-to-back  prosperity. 

In  my  opinion,  the  downward  re- 
evaluation  of  the  position  and  out- 
look of  specialty  office  equipment 
manufacturer  Pitney  Bowes,  Inc., 
which  carried  the  common  stock 
from  42  in  1969  to  7  last  year  and 
this,  is  now  over.  In  retrospect  the 
decline  partly  reflected  a  drain  on 
capital  and  earnings  from  the  com- 
pany's point-of-sale  terminal  business, 
which  was  sold  last  year  at  a  $37- 
million  net  loss.  But  the  important  con- 
siderations, to  me,  are  threefold:  1) 
There  are  no  signs  of  weakness  in 
incoming  orders,  business  is  strong, 
and  the  direction  of  the  company's  af- 
fairs now  appears  to  be  "right." 
2)  The  company's  financial  position 
is  comfortable,  cash  flow  can  provide 
for  plant  expenditures,  and  new  fi- 
nancing is  not  in  prospect.  3)  I  be- 
lieve this  year's  earnings  will  reach 
an  alltime  record  in  the  $1.85-$2- 
per-share  area  as  compared  with  $1.50 
(before  nonrecurring  write-offs)  in 
1973  and  $1.13  in  1972. 

I'm  also  impressed  by  the  outlook 
for  Pullman,  Inc.  (around  39,  paying 
$1.50).  There  are  strong  indications 
that  the  cycles  which  influence  busi- 
ness in  the  company's  three  main  divi- 
sions (freight  and  passenger  car  build- 
ing, petrochemical  and  other  plant 
construction,  and  engineering)  now 
are  longer  lasting  than  in  the  past. 
The  company's  total  order  backlog  is 
now  at  a  new  peak  without  the  benefit 
of  important  orders  from  its  tradition- 
ally large  domestic  customers.  I  be- 
lieve this  year's  earnings  will  be  in  the 
area  of  $6  per  share,  as  compared 
with  $5.06  in  1973.  I  visualize  fur- 
ther improvement  next  year,  as  raw 
material  availability  improves. 

It  seems  to  me  that  the  airline  in- 
dustry enjoys  a  less  erratic,  less  cycli- 
cal outlook  than  in  past  years.  The 
industry  has  the  benefit  of  a  much 


better  regulatory  environment  than 
in  the  past,  which  means  fare  in- 
creases are  more  likely,  competitive 
route  awards  less  likely.  With  a  rela- 
tively small  number  of  planes  on  order 
and  no  new  models  that  will  tempt 
competitive  ordering  in  near  pros- 
pect, the  excess  capacity  which 
plagued  past  operating  results  is 
most  unlikely.  While  airline  traffic  is 
obviously  sensitive  to  general  confi- 
dence and  overall  economic  trends, 
the  evidence  suggests  that  the  indus- 
try has  learned  to  live  with  its  pres- 
ent low-growth  environment:  United 
Airlines  reported  an  increase  in  July 
and  August  earnings  even  though  traf- 
fic declined,  the  explanation  being 
that  fewer  planes  were  flown  and 
yields  (fares)  were  up.  With  Ha- 
waiian traffic  booming  and  the  com- 
pany's share  of  that  market  increas- 
ing, this  well-managed  airline,  which 
may  earn  $3.50  this  year  as  against 
$2.03  in  1973,  is  an  interesting  spec- 
ulation (around  16,  paying  50  cents). 

End  Of  A  Cycle? 

Obviously,  the  overall  environment 
will  determine  whether  or  not  these 
companies  fulfill  today's  promises.  I 
am  concerned  by  the  recent  upward 
revisions  in  the  Department  of  Com- 
merce data  on  corporate  inventory 
accumulation  during  the  past  nine 
months,  for  the  huge  increase  points 
up  the  dangers  of  a  classic  inventory 
recession.  And  inventory  accumula- 
tion, or  deaccumulation,  is  an  influ- 
ence on  the  overall  business  trend. 

But  past  history  suggests  that  a 
period  of  declining  commodity  prices 
and  inventory  liquidation  does  not 
necessarily  spell  disaster  to  the  secur- 
ities markets.  For  example,  industrial 
raw  material  prices  declined  48%  be- 
tween February  1951  and  February 
1954,  but  the  market  rose  comfortably 
in  this  period  (as  did  corporate  in- 
ventories). In  like  vein,  while  a  fairly 
impressive  decline  in  the  rate  of  in- 
ventory accumulation  contributed  to 
the  1957-58  recession,  the  fact  re- 
mains that  the  market  bottomed  in 
the  fourth  quarter  of  1957,  even 
though  corporate  profits  did  not  turn 
up  until  the  second  half  of  1958. 

It's  human  nature  to  believe  that  a 
once-established  trend  continues  for- 
ever. It  doesn't— particularly  when,  as 
today,  psychology  has  reached  an  ex- 
treme point  where  it  has  only  one  way 
to  go,  a  change  for  the  better.  In  my 
opinion,  the  market's  internal  mechan- 
ics are  better  than  the  daily  finan- 
cial page  headlines  would  have  us 
believe.  It's  worth  recalling  that  there 
has  been  roughly  a  four-year  cycle 
between  major  market  lows  since 
World  War  II.  The  last  bottom  of  sig- 
nificance occurred  in  May  1970.  ■ 
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Past-vs-Present  Comparison: 

14  'BIG  BOARD'  STOCKS 
FOR  THE  PRKE  OF  ONE? 

This  list  of  14  NYSE  stocks  — which  are  by  no  means  unique- 
may  help  point  up  the  extraordinary  condition  of  the  market: 


Telex 

Columbia  Pictures 
Helene  Curtis 
Sanders  Associates 
General  Steel 


Ampex 

Seaboard  World  Air 

Pan  Am 

Lear  Siegler 

Avco 


Lockheed  Aircraft 
Bangor  Punta 
Chris  Craft 
Mohawk  Data  Sciences 


At  their  pre-1971  highs,  the  average  price 
per  share  for  any  ONE  of  these  stocks  worked 
out  to  about  $50. 

Today,  you  could  buy  shares  of  ALL  14  for 
about  $50.  Their  average  price  per  share  is  less 
than  $3.50  (Value  Line  Investment  Survey 
7/12/74). 

But  the  foregoing  is  just  a  statistical  com- 
parison—  NOT  a  suggested  course  of  action. 
We  present  this  exhibit  simply  as  symptomatic 
of  the  unusual  situations  taking  shape  in  today's 
deeply  depressed  stock  market. 

What  about  all  those 
Stocks  at  $2,  $3,  $4. 

Of  the  more  than  1500  stocks  (most  of  them 
on  the  NYSE)  under  continuous  review  by  The 
Value  Line  Investment  Survey,  currently  (as  of 
7/12/74)  we  find  that... 

.  .  .  184  of  these  stocks  are  under  $5 — with 
79  down  below  $3.  (In  the  dismal  year  of  1970, 
just  61  of  the  Value  Line  1500  sank  below  $5; 
the  subsequent  recovery  gains  of  all  61 — from 
their  1970  lows  to  their  1971-73  highs  — 
averaged  more  than  +300%.) 

...  of  the  184  stocks  now  under  $5,  only  34 
are  rated  1  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  their  Probable  Market  Perform- 
ance in  the  Next  12  Months  relative  to  all  the 
others;  69  are  rated  4  (Below  Average)  or  5 
(Lowest)  and  should,  we  think,  be  completely 
avoided;  the  rest  are  rated  3  (Average). 

(While  not  every  stock  will  always  perform 
in  accordance  with  its  Value  Line  rating,  such 
a  large  majority  have  in  the  past  that  we  be- 
lieve you  can  weigh  the  odds  heavily  in  your 
favor  by  checking  your  investments  against 
these  ratings.) 

NOTE:  Many  of  the  stocks-under-$5  cited 
above  are  relatively  volatile.  They  can  be  ex- 
pected to  outswing  the  market  not  only  going 
up  but  also  going  down. 

Get  Ready  Now. 

Value  Line  believes  that  today's  market  is 
more  deeply  undervalued  than  at  any  time 
since  1949.  (The  Value  Line  Average  of  more 
than  1500  stocks  is  at  its  lowest  point  ever 
since  its  establishment  in  1961.) 


When  a  major  market  recovery  really  takes 
hold,  it  is  likely  to  move  with  considerable 
speed.  Now,  we  believe,  is  the  time  to  get  ready. 
To  help  you  do  so,  we  invite  you  to  accept  the 
following  special  offer: 

Special  $29  Offer. 

You  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  13  weeks 
for  only  $29.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including. . . 

EVERY  WEEK  a  new  SUMMARY  OF  ADVICES 
(24  pages)  .  .  .  showing  the  current  ratings  of 
more  than  1500  stocks  for  future  relative  Price 
Performance  and  Safety — together  with  their 
Estimated  Yields  and  the  latest  earnings,  divi- 
dends and  P/Edata. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages) . . .  with  full-page  analyses 
of  about  120  stocks,  including  key  operating 
and  financial  statistics  going  back  10  years, 
plus  estimates  3-to-5  years  ahead.  During  the 
course  of  every  13  weeks,  new  full-page  reports 
like  this  are-  issued  on  every  one  of  the  more 
than  1500  stocks  under  regular  review. 

EVERY  WEEK  a  new  SELECTION  &  OPINION 
section  (4  pages) . . .  with  a  detailed  analysis  of 
an  Especially  Recommended  Stock — plus  a 
wealth  of  investment  background  including  the 
Vaiue  Line  Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  .  .  .Value  Line's  complete 
1800-page  Investors  Reference  Service  (sold 
separately  for  $29),  with  our  latest  full-page 
reports  on  all  stocks  under  review  —  fully  in- 
dexed for  your  immediate  reference.  This  two- 
volume  bonus  will  be  shipped  to  you  by  special 
handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO., INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  N.Y.  10017 
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D  Begin  my  13-week  trial  subscription  to  The  Value  Line  Invest 
ment  Survey  at  the  special  money-saving  rate  of  just  $29.  As 
a  bonus  at  no  extra  cost,  I  will  also  receive  The  Investors  Ref 
erence  Service.  I  have  enclosed  my  $29  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only 
once  to  any  household. 

Q  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  In- 
vestors Reference  Service  for  $224. 

G  Payment  enclosed      □  Bill  me  for  $224 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 
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Readers  Say 

(Continued  from  page  10) 

49%— well  within  the  industry  aver- 
age—even though  a  portion  of  that 
equity  was  reclassified  as  preferred 
stock  as  a  part  of  the  spin-off.  Nor 
is  it  true  that  United  paid  Pennzoil 
more  in  dividends  than  its  earnings 
during  the  past  five  years.  Dividends 
were  actually  66%  of  earnings  during 
that  period.  Bank  credit  is  available 
to  United  at  terms  that  are  favorable 
despite  the  present  state  of  the  finan- 
cial markets.  All  gas  pipeline  compa- 
nies are  affected  by  the  nationwide 
shortage,  and  United  and  others  are 
in  severe  curtailment.  But  many  of 
the  large  boiler-fuel  demands  on  Unit- 
ed are  coming  to  an  end,  and  the 
Gulf  of  Mexico  does  promise  sub- 
stantial new  supplies. 

—J.  Hugh  Roff  Jr. 

President, 

United  Gas  Pipe  Line  Co. 

Houston,  Tex. 

No  Stupidity  Limit 

Sir:  Re  reader  Thomas  Gabor's 
letter  (Readers  Say,  Aug.  15)  con- 
cerning Italy  and  its  need  to  cut 
population  through  "civil  disturb- 
ances, military  adventures  or  by  fam- 
ine and  pestilence  ..."  I  am  remind- 
ed of  a  quotation  from,  I  believe, 
Shakespeare:  "Genius  may  have  its 
limitations  but  stupidity  is  not  thus 
handicapped." 

—Eugene  G.  Armieri 
Flushing,  N.Y. 

Not  Enough  Fighters 

Sir:  In  your  "Don  Quixote"  arti- 
cle (Aug.  1),  you  quote  David  Un- 
terberg  as  saying  that  older  people 
"want  peace."  Don't  limit  it  to  age; 
nearly  everyone  prefers  to  give  in 
rather  than  fight.  I  like  what  Loth 
and  Ernst  wrote  in  How  High  Is  Up? 
(Bobbs-  Merrill,  1964):  "The  unsung 
hero  of  the  lawsuits  is  the  determined, 
the  stubborn,  outraged,  patient,  per- 
haps greedy  fellow  who  goes  all  out 
for  his  rights  and  defends  yours  and 
mine  in  the  proeess." 

—Cameron  K.  Wehrinceh 
New  York,  N.Y, 

Made  It  A  Household  Word 

Sir:  The  term  "Depression"  didn  t 
originate  with  President  Herbert   Hofl 

mi   ( Side  Lines,  Aug.  15). 

—Thomas  L.  H  \m  ii 

fersej  ( !ity,  N.J. 

Herbert     lloorer    did    not    "intent 

the  term  hut  lie  specifically  applied 

it  to  the  situation  that  was  dei  elop- 
ing in  1930— En. 
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__.  ,  on  the 

I  hOUgntS  . . .  Business  of  Life 


Have  patience  with  all  things, 
but  chiefly  have  patience  with 
yourself.  Do  not  lose  courage  in 
considering  your  own  imperfections, 
but   instantly   start   remedying   them 
—every  day  begin  the  task  anew. 
St.  Francis  de  Sales 


The  way  to  get  ahead 
is  to  start  now. 
William  Feather 


When  the  ancients  said 

a  work  well  begun  was  half  done, 

they  meant  to  impress  the  importance 

of  always  endeavoring 

to  make  a  good  beginning. 

Polybius 


The  last  thing  one  knows— 
is  what  to  put  first. 
Blaise  Pascal 


Better  return  and  make  a  net, 
than  to  go  down  to  the  stream 
and  merely  wish  for  fish. 
Chinese  Proverb 


Not  merely  what  we  do, 

but  what  we  try  to  do  and  why, 

are  the  true  interpreters 

of  what  we  are. 

C  H.  Woodward 


It  is  always  with  the  best  intentions 
that  the  worst  work  is  done. 
Oscar  Wilde 


It  is  foolish  to  be  ambitious  for 
things  one  does  not  really  want- 
or  for  things  one  cannot  have. 
Guise  ppe  Silva 


God  never  imposes  a  duty 
without  giving  time  to  do  it. 
John  Ruskin 


To  be  done  well, 

a  task  must  be  done  with  a  will, 

with  relish,  with  enthusiasm. 

Those  who  are  wisely  ambitious 

seldom  grumble.  A  motto,  which  has 

been  framed  and  hung  on  many  walls, 

reads:  "All  things  come  to  those 

who  hustle  while  they  wait." 

The  harder  a  mans  toil, 

the  greater  his  need  for 

bringing  cheerfulness  to  it. 

Be  patient,  be  cheerful. 

You  will  get  farther  and  the  way 

will  be  all  the  smoother 

for  yourself  and  for  others,  too. 

B.C.  Forbes 


By  the  street  of  by  and  by, 

one  arrives  at  the  house  of  never. 

Miguel  de  Cervantes 


Ambition  is  most  aroused  by  the 
trumpet-clang  of  another's  fame. 
Baltasar  Gracian 


What  is  life,  but 

a  series  of  inspired  follies? 

George  Bernard  Shaw 


Our  delight  in  any  particular 
study,  art  or  science 
rises  in  proportion  to 
the  application  which  we  bestow 
upon  it.  Thus,  what  was  at  first 
an  exercise  becomes  at  length 
an  entertainment. 
Joseph  Addison 


Life  is  really  simple,  but  men 
insist  on  making  it  complicated. 
Confucius 


One  never  finds  life  worth  living. 
One  always  has  to  make  it 
worth  living. 
Harry  Emerson  Fosdick 


The  main  of  life  is  composed  of 
small  incidents  and  petty  occurrences; 
of  wishes  for  objects  not  remote, 
and  grief  for  disappointments 
of  no  fatal  consequence.  .  .  . 
Samuel  Johnson 


Job  was  not  so  miserable 
in  his  sufferings 
as  happy  in  his  patience. 
Thomas  Fuller 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


An  inventor  is  an  engineer  who 
doesn't  take  his  education 
too  seriously. 
Charles  Kettering 


Patience:    A   minor  form   of   despair, 
disguised  as  a  virtue. 
Ambrose  Bierce 


A  Text . . . 


Sent  in  by  Mrs.  R.G.  Pera,  New  Britain, 
Conn.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Yet  now  be  strong  .  .  .  sailh  the 
and  work:  for  I  am  with  yon. 
Haggai  2:4 


Lord, 
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Spending 
And  How  It  Grew 

BURUNGAME 


12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  /,  i      ■   <     86  PROOF  •  GENERAL  WINE  i  SPIRITS  CO  ,  NEW  YORK.  * 


lour  cost  of  living  may  go  up  c  \  ittle 

but  your  standard  of  lh  i  ng  wi    40  up  a  lot. 


You  see 

all  the  sites  in  Georgia  when 

you  fly  with  C&S. 


LIBRARY. 


Come  fly  with  us.  C&S  is  the  bank  with  the  know-how 
d  capabilities  to  help  you  select  a  site  conveniently, 
id  the  facts  and  figures  to  help  you  do  it  intelligently. 

And  one  thing  more  is  for  sure.  C&S  is  the  only  bank 
Georgia  with  complete  objectivity:  objectivity  that 
mes  from  being  located  in  more  cities  throughout  the 
^te.  It  means  that  our  industrial  development  experts 
3  uniquely  unbiased.  We  play  no  favorites.  We  can 
-ord  to  tell  it  like  it  is. 

And  Georgia  is  a  great  place— for  business  and  for 
?sure.  Because  Georgia  offers  a  unique  combination 


CgS 


of  advantages  in  terms  of  taxes,  labor  force,  power,  land, 
transportation,  climate— and  particularly,  financing  op- 
portunities. Which  is  where  C&S  happens  to  shine. 

Get  the  unbiased  industrial  development  advice  you 
need— in  depth  and  in  confidence— right  from  the  start. 
Write  Harold  W.  Diffenderfer,  head  of  Industrial  Develop- 
ment Department,  C&S  National  Bank,  99  Annex,  Atlanta 
Georgia  30399— or  call  him  at  (404)  581-3378— for 
answers  to  all  your  questions,  and  the  free  booklets, 
Industrial  Survey  of  Georgia  and  C&S  Industrial  Develop- 
ment Services. 


The  Citizens  and  Southern  Banks  in  Georgia 


MEMBER  FDIC 


Crane's  Deming  pumps  at  work  for  utilities  in  Michigan 


Keeping  water  in  its  place  at  the 
world's  largest  pumped  storage  plant* 


On  the  eastern  shore  of  Lake 
Michigan  is  the  biggest  pumped 
storage  plant  in  the  world. 
Engineered  by  Ebasco  Services,  Inc. 
for  two  utilities:  Consumers  Power 
Co.  and  Detroit  Edison  Co.  Its 
function:  to  take  water  from  Lake 
Michigan,  hold  it  in  a  huge  man-made 
reservoir  (1  mile  wide  by  2  miles  long) 
and  at  peak-power  periods  let  it  rush 
down  to  Lake  Michigan  again, 


generating  1.9  million  kw  of  electric 
power. 

The  reservoir  dike  is  unique.  It  is 
paved  with  a  sloping  asphalt 
"sandwich"  that  is  protected  by  its 
own  internal  drainage  system.  If 
water  ever  penetrates  beneath  this 
asphalt  membrane^  it  will  be 
collected  and  swiftly  removed. To  do 
this  vital  job,  195  of  Crane's  Deming 
submersible  pumps  are  located  at 
150-foot  intervals  around  the  dike's 
perimeter.  Deming  pumps:  specially 
engineered  for  this  project  as  they 


are  for  numerous  other  demanding 
industrial  and  municipal  jobs.  Cram 
leaders  in  products  and  technologic 
essential  to  the  nation's  energy  anc 
environmental  programs.  Forfurth 
information  contact:  Crane  Co., 
Dept.  AD,  300  Park  Avenue,  NewYoi 
New  York  10022. 


CRANE 


■  ■ 
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Side  Lines 


Devil's  Island  Space  Shot 

Alligators  slid  down  slimy  banks  into  the  Kourou  River  in  French  Gui- 
ana three  weeks  ago  as  the  grayjaunch  rumbled  its  way  out  of  jungle 
waters  into  the  open  sea.  Ahead  were  sharks,  flying  fish— and  Devil's  Is- 
land, the  infamous  former  French  penal  colony.  The  crew  of  the  twin- 
screwed  Alize's  looked  like  men  straight  from  Central  Casting  for  any  Jun- 
gle Jim  epic.  The  passengers  were  not  prisoners  but  scientists,  balloonists, 
television  documentary  filmmakers;  they  were  heading  for  the  telemetry 
tracking  tower  on  Isle  Royal,  an  Amazonian  rain-belt  island  snugly  nestled 
between  equally  inhospitable  Devil's  Island  and  Isle  St.  Joseph. 

Within  the  hilltop  telemetry  tower  cool  air-conditioning  contrasted  with 
the  wearying  tropical  humidity  outside.  The  party  already  had  tramped 
past  forsaken  prison  cells,  putrifying  jungle  flora  and  four-foot  spider  webs. 
Now  they  were  back  in  the  20th  century. 

"Tee-tee.  Bip.  Tee-tee.  Bip."  The  signal  was  com- 
ing from  a  high-altitude  helium-filled  balloon 
launched  early  that  morning  from  a  spot  in  South 
America  just  12  miles  from  Devil's  Island.  This  was 
one  of  three  test  balloons  prior  to  the  winter  launch- 
ing of  the  Forbes  Magazine  Adantic  Project— an 
attempt  to  successfully  cross  the  Atlantic  by  manned, 
free-flight  balloons. 

"Are  you  a  daredevil?"  a  reporter  later  was  to 
ask  Malcolm  S.  Forbes,  the  magazine's  editor-in- 
chief,  in  a  New  York  press  conference  the  following 
week.  Down  in  French  Guiana,  where  top  French 
scientists  are  monitoring  the  "Tee-tee.  Bip,"  they 
take  a  different  view:  FoRBES-supplied  balloons 
were  launched  into  the  stratosphere  over  the  north 
and  south  Atlantic  and  over  equatorial  jungles;  from 
them  the  French  Space  Center  in  French  Guiana  is 
acquiring  new  knowledge  about  earth-to-atmosphere 
thermal  radiation. 

Daredevil?  Dr.  Thomas  Heinsheimer,  the  brilliant 
Passepartout  who  will  accompany  "Phileas  Fogg" 
Forbes  in  the  transatlantic  attempt,  doesn't  think  so. 
To  Heinsheimer,  this  attempt  to  ride  the  jet  stream, 
40,000  feet  above  the  earth,  is  a  scientific  expedi- 
tion in  the  classical  sense.  The  California  scien- 
tist is  the  nation's  leading  authority  on  these  high- 
altitude  superpressure  balloons.  He  has  explained 
that  the  valuable  space-age  data  gathered  by  the 
Forbes  balloon,  The  Windborne,  will  be  freely 
available  to  those  who  need  it.  The  U.S.  Air  Force,  the  National  Center 
for  Atmospheric  Research  and  the  National  Aeronautics  &  Space  Agency 
already  are  deeply  interested  in  the  potential  findings-and  NASA  adminis- 
trator Dr.  James  C.  Fletcher  has  told  Forbes:  ".  .  .  your  plans  are  most 
professional.  I  am  impressed  by  the  degree  of  planning  that  has  gone  into 
the  project." 

Malcolm  Forbes  told  the  Waldorf  crowd:  "If  you  arc  into  ballooning, 
it  is  the  big  challenge.  And  I  am  into  ballooning."  Dr.  Heinsheimer  point- 
ed out  one  route  to  the  future.  "The  average  persons  ideas  <>!  Lighter- 
than-air  travel,  of  lighter-than-air  cargo-carrying  arc  colored  by  what  hap- 
pened to  the  Hindenburg.  But  that  was  before  we  had  modern  naviga- 
tion, modern  radar  and  our  knowledge  of  materials  and  stress." 

Down  in  French  Guiana,  despite  malaria-mosquitoes  and  biting  Hies. 
where  dead  monkeys  litter  the  roads  like  North  American  suburban  squir- 
rels, the  computer  printouts  on  Forbes  Magazine's   Atlantic  test   ball 

project  continue.  Watching  closely  are  scientists,  astrophysicists  and  supei 
pressure  balloonists  connected  with  the  French  Space  Centei   and  similar 
U.S.  centers.  ■ 
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Launching  Forbes'  test 
balloon  at  French  Gov- 
ernment Space  Center, 
French  Guiana.  Dot  (top 
left)  is  smaller  balloon  re 
leased  to  gauge  wind. 


You  ve  invested  a  lot 
in  your  career. 

Invest  73$  a  week  more 

ve.- 


Think  of  the  years 
and  the  effort  you've 
spent  to  get  where  you 
are  in  business. 

Now  think  of  where 
you  want  to  be. 

And  now  read  about 
a  way  to  help  you  get 
there:  The  Wall  Street 
Journal. 

The  Journal  is  a  national,  daily  publica- 
tion written  and  edited  for  men  and  women 
in  business  who  want  to  be  more  valuable 
than  they  are  now. 

So  The  Journal  is  filled,  page  after  page 
every  business  day,  with  solid  business  infor- 
mation, gathered  from  all  over  the  world, 
concerning  anything  anywhere  that  may  be 
pertinent,,  interesting,  informative  and  useful 
to  business-minded  people.  The  key  word  is 
"useful." 

That's  why  The  Wall  Street  Journal  is 
printed  in  nine  different  plants  across  the 
United  States.  So  that  the  information  in  it 
will  get  into  the  hands  of  Journal  subscribers 


early  enough  each  day  to 
be  used  by  them  that  day. 

Try  The  Journal  on 
our  special  introductory 
offer.  Just  73<(:*a  week  will 
get  it  delivered  to  your 
home  or  office.  Fill  out 
and  mail  in  the  attached 
card.  If  someone  else  has 
already  used  the  card, 
write  The  Wall  Street  Journal,  200  Burnett 
Road,  Chicopee,  Mass.  01021,  and  tell  us  you 
want  to  take  us  up  on  our  73<J:-a  *veek  offer,  for 
any  period  from  13  weeks  to  a  year. 

73<f  a  week.  After  all  you've  already  in- 
vested in  yourself,    PHf^'i 
it's  very  little.  ']      r*\A^ 

Wall  Street 
Journal 

*Pnce  good  in  United  States  and  possessions  and  Canada. 


The  all-aluminum,  no-deposit, 

no-waste  can. 


Reynolds  pays  you  to  return  it. 


We  don't  believe  in  waste. 

Waste  of  America's  aluminum 
resources.  Waste  of  energy.  Waste 
of  any  kind.  That's  why  Reynolds  is 
vitally  interested  in  recycling  aluminum 
products.  Our  far-reaching  programs 
to  recycle  aluminum  beverage  cans, 
starting  in  1967,  show  the  extent  of 
our  commitment. 

Last  year,  Reynolds  paid  Ameri- 
cans about  4.5  million  dollars  for  bring- 
ing in  used  aluminum  beverage  cans. 
That  was  based  on  100  per  pound. 
Today,  we're  paying  150  per  pound 
for  aluminum  scrap  brought  to  our 
recycling  centers. 

Unlike  container  taxes  or  de- 
posits, our  program  put  4.5  million 
dollars  in  new  money  into  American 
pockets  and  purses. 

And  helped  conserve  one  of 
America's  most  valuable  resources  — 
energy.  That's  because  recycling  takes 


only  5%  of  the  energy  needed  to  create 
aluminum  from  virgin  ore. 

We're  recycling  other  forms  of 
aluminum,  too.  From  used  Reynolds 
Wrap®  to  old  utensils,  lawn  furniture, 
scrap  from  industry,  etc.  Into  new  alu- 
minum products  that  cut  fuel-energy 
consumption  in  automobiles  and  other 
transportation  equipment.  Into  building 
products  that  save  heating  and  cooling 
energy. 

And  Reynolds  means  to  do  even 
more.  We  have  programs  under  way  to 
recover  aluminum  from  solid  waste... to 
literally  mine  the  garbage  heaps  of  the 
nation. 

Today's  waste  can  be  tomorrow's 
resources.  Reynolds  Metals  Company, 
P.O.  Box  LH,  Richmond,  Virginia  23261. 


REYNOLDS 

ivht  re    mw   ulrus   toftB  s/ifi/ic  in 

ALUMINUM 


Conserving  our  resources  and  energy. 


CRAZY  GINZBURG 


Ralph  Ginzburg,  that  brandied  fruitcake  of 
a  publisher,  is  at  it  again. 

First  he  devilishly  exposed  the  intimate 

•  parts  of  Fanny  Hill  and  Lady  Chatterley  to  a 

•  blushing  America  while  those  erotic  classics 
were  still  banned. 

Then  he  bought  himself  a  $2-million  libel 
suit  by  daring  to  question  Barry  Goldwater's 
psychological  fitness  to  finger  the  nuclear  trig- 
ger when  Gold  water  was  running  for  President. 

Next,  with  his  muckraking  magazine  Fact, 
he  risked  the  wrath  of  the  mighty  by  attacking 
Detroit  (for  building  cars  that  were  not  crash- 
worthy;  this  was  before  Ralph  Nader),  drug 
manufacturers  (for  selling  cyclamates  which 
had  been  proven  to  cause  chromosome  dam- 
age), and  the  tobacco  industry  (for  attempting 
to  hide  the  link  between  cigarettes  and  cancer; 
this  was  before  the  Surgeon-General's  report). 

Still  on  the  rampage,  he  brashly  waved  a  red 
flag  in  the  faces  of  prudes  and  bigots  by  run- 
ning a  photographic  study  of  a  nude  interracial 
couple  in  his  elegant  quarterly  Eros  (this  bit  of 
lunacy  won  him  numerous  graphic-art  awards 
-and  eight  months  in  prison). 

In  no  way  "rehabilitated,"  he  turned  to  the 
field  of  consumerism  and  set  it  on  its  ear  with 
his  hugely  successful,  greed-gratifying  news- 
letter Moneysyjorth ,  in  which  he  published 
such  bawdy,  and  useful,  articles  as  "A  Con- 
sumer's Guide  to  Prostitution." 

Now  at  the  peak  of  his  madness,  Ginzburg 
is  about  to  come  out  with  the  wildest,  most 
enticing,  exasperating,  you-can't-live-without-it 
periodical  of  his  career :  Avant-Garde  fl/weekly. 

This  dynamite  tabloid  newspaper  will  com- 
pletely demolish  all  preconceptions  of  what  a 
tabloid  newspaper  should  be.  It  will  be  as 
irrepressible,  ingenious,  sensual-and  thorough- 
ly mad -as  Ginzburg  himself. 

Drawing  upon  the  talents  of  the  most  bril- 
liant artists,  writers,  photographers  and  jour- 
nalists of  our  day  (see  list  below),  he  will  pro- 
duce a  paper  of  incredible  power  that  prints 
high-compression  news,  pants-down  profiles, 
mind-searing  photographs,  no-bull  editorials, 
turn-'em-over-in-their-graves  obituaries,  sys- 
tem-beating consumer  tips,  last-laugh  political 
cartoons,  kiss-of-death  reviews  of  cinema, 
books    and    theatre,    hash-pipe    fiction    and 


poetry,  and  tear-it-out-and-frame-it  illustra- 
tions. Avant-Garde  is  going  to  be  one  of 
those  things  you've  got  to  see  just  to  be  able  to 
say  you've  seen  it. 

Just  look  at  this  list  of  the  kinds  of  far-out 
articles  and  features  Avant-Garde  will  print : 


Gerald  Ford's  Devotion  to  the  Teachings  of 
Mao  Tse-Tung — Based  on  actual  quotes. 

The  U.S.'s  Plan  to  Grow  Opium 

Is  Cancer  Contagious?— Startling  new  facts. 

Coming:   Psychiatric  Screening  for  Presidents 

Bella  Abzug's  Crazy  New  $2  Bill 

In flation- Proof  Bonds:  Another  Bright  Idea 
from  George  McGovern 

Psychic  Castration:  Vasectomy 's  Aftermath 

A  Day  for  a  Lay — First  publication  of  the  late 
W.H.  Auden'slong-suppressed  erotic  masterpiece. 

Kennedy  vs.  Nader:  A  Preview  of  the  '76 
Democratic  Convention 

Carly  Simon,  James  Taylor,  and  Baby  Sarah:  A 
Family  Album 

The  Book  that  Terrifies  the  CIA 

"The  Way  We  Were":  Drawings  by  John 
Lennon— Of  himself  and  Yoko  Ono. 

The  Personal  Political  Convictions  of  Chan- 
cellor, Reasoner,  and  Cronkite 

California's  Coed  Monastery 

Uncle  Sam  at  200—42  notables  (including  Otto 
Preminger,  Dr.  Albert  Sabin  Cleveland  Amory, 
Paul  Krassner,  and  Marshall  McLuhan)  offer 
suggestions  for  celebrating  America's  forth- 
coming bicentennial. 

Pot  Bust — The  discovery  by  Boston  surgeons 
M.S.  Aliapoulis  and  John  Harmon  that  heavy 
use  of  marijuana  may  cause  gynecomastia 
— development  of  female  breasts  in  men. 

Nixon's  Freudian  Slips — An  hilarious  collection. 

The  Zeppelin  Will  Rise  Again — Energy  experts 
are  discovering  that,  fuel-wise,  it  is  one  of  the 
most  efficient  conveyances  ever  devised. 

Golda  Meir's  Recipe  for  Gefilte  Fish 

The  108-Year-Old  Pilot 

Pre-Mortem— 28  celebrities  (including  Federico 
Fellini,  Art  Buchwald,  Woody  Allen,  and  Gore 
Vidal)  write  their  own  obituaries. 

Howard  Hughes'  Plan  to  Mine  the  Ocean  Floor 

They  May  Have  to  Eat  Their  Words— The 
Army's  Natick  Laboratory  claims  it  is  on  the 
verge  of  developing  edible  newspaper. 

Caroline  Kennedy's  Sensitive  Photography 


Hunter  S.  Thompson:  The  Counter-Culture's 
Gonzo  Journalist 

The  Shah  of  Iran's  Reliance  upon  Dream  Inter- 
pretation in  Governing  His  Nation 

After  the  Wankel,  the  Stirling— A  report  on  the 
engine  of  the  '80s. 

Down  by  the  Riverside— A  report  on  folk  singer 
Pete  Seeger's  successful  one-man  crusade  to 
clean  up  the  Hudson. 

This  Crumb  is  No  Milktoast— A  portrait  of  the 
hip  world's  courageous,  outrageous,  inimitable 
cartoonist  Robert  Crumb. 

Arthur  Miller's  Next 

Sit-Down  Strike — Protest  plans  of  the  Commit- 
tee to  End  Pay  Toilets  in  America. 


As  you  can  see,  reading  Avant-Garde  will  be 
like  being  plugged  in  to  a  fantastic  inter- 
galactic  brain  that  gluts  the  information-  and 
pleasure-centers  of  your  mind. 

Avant-Garde  boasts  the  most  formidable 
list  of  contributors  ever  gathered  by  a  peri- 
odical. Among  them  are:  Andy  Warhol, 
Peter  Max,  Norman  Mailer,  Dick  Gregory, 
Charles  Schulz,  Allen  Ginsberg,  Sloan  Wilson, 
Roald  Dahl,  Dan  Greenburg,  Melvin  Belli,  Kurt 
Vonnegut,  William  Styron,  C.P.  Snow,  Jerry 
Rubin,  Joyce  Carol  Oates,  Isaac  Asimov,  Ken- 
neth Tynan,  Cleveland  Amory,  Richard 
Avedon,  Herb  Gold,  William  Burroughs,  James 
Baldwin,  Alexander  Calder,  Isaac  Bashevis 
Singer,  William  Bradford  Huie,  Cornell  Capa, 
Salvador  Dali,  and  Muhammad  Ali. 

In  format,  Avant-Garde  is  a  nonpareil.  Its 
dramatic  layout,  innovative  typography,  and 
lush  color  will  take  your  breath  away.  Under 
the  inspired  art  direction  of  Herb  Lubalin,  the 
world's  foremost  designer  of  publications, 
Avant-Garde  will  raise  the  tabloid  newspaper  to 
a  new  art  form. 

Avant-Garde  is  available  by  subscription 
only.  The  cost  of  six  months  is  ONL  Y  $5!  This 
is  a  MERE  FRACTION  of  what  you  pay  now- 
adays for  such  a  dynamite  periodical. 

What's  more,  if  you  order  right  now,  you 
become  a  Charter  Subscriber.  This  means  that: 

•  You'll  always  be  able  to  buy  Avant-Garde 
at  lowest  available  rates; 

•  You'll  be  entitled  to  buy  gift  subscrip- 
tions at  the  same  low  rate;  and, 

•  Your  subscription  will  start  with  Volume 
I,  Number  1.  This  is  not  to  be  taken  lightly 
since  first  issues  of  Crazy  Ginzburg 's  other  pub- 
lications now  sell  for  as  much  as  $200  EACH! 

To  enter  your  Charter  Subscription,  simply 
fill  out  the  coupon  below  and  mail  it  with  $5 
to:  Avant-Garde,  251  W.  57th  St.,  New  York. 

Mail  your  check  today.  Avant-Garde  is 
going  to  cause  the  greatest  cultural  cataclysm 
since  the  advent  of  the  Beatles. 


AN 

GRCE 


251  WEST  57  ST. 
NEW  YORK  10019 


I  enclose  $5  for  a  six-month  Charter 
Subscription  to  Avant-Garde.  I  under- 
stand that  I  am  paying  A  MERE  FRAC- 
TION of  the  going  rate  for  such  a  dyna- 
mite periodical  and  that  my  subscription 
will  begin  with  Volume  I,  Number  1. 

SPECIAL  CUTRA  TE  BONUS  OFFER: 
Check  this  box\3,  enclose  $9  and  you'll 
get  TWELVE  months  of  Avant-Garde 
PL  US  a  copy  of  the  historic  Ralph  Ginz- 
burg collector's  item  portfolio 
"Picasso 's  Erotic  Engravings  "! 

Name 


Address 


City 


State 


Zip 
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"One  way  to  be  sure^ur 

company's  Retirement  Plan  is  all 

it  should  be  -talk  to  anexpert." 


James  Lovell,  Astronaut, 


Jim  Lovell  has  a  firm  and  abiding  belief  in  getting 
the  advice  of  experts. 

It's  a  lesson  he  learned  as  an  astronaut.  And  a 
practice  he  finds  valuable  as  a  businessman. 

A  Group  Pension  Plan,  especially,  is  one  of 
those  areas  where  expert  guidance  can  really  pay  off. 

And  your  Mutual  Benefit  representative  is  an 
ideal  choice  to  provide  this  guidance.  You  see, 
the  right  design  can  offer  you  a  lot  of  options.  Options 
no  "canned  plan"  is  likely  to  include. 

It  can  also  raise  a  lot  of  questions.  For  example, 
can  coverage  be  limited  to  salaried  employees?  How 
will  you  handle  voluntary  employee  contributions? 
Does  the  plan  conform  to  the  requirements  of  the 
Employee  Retirement  Income  Security  Act  of  1974? 

Fortunately,  your  Mutual  Benefit  representative 
has  the  expertise  available  to  solve  these  and  a  lot  of 
other  problems.  He'll  explore  every  avenue  to  maximize 


the  performance  of  your  pension  plan  dollars. 

On  the  other  hand,  if  you  wish,  he  can  limit 
Mutual  Benefit's  role  to  straight  investment 
management.  Or  he  can  offer  you  a  complete  line 
of  services  and  guarantees. 

After  a  thorough  exploration  of  your  needs, 
he'll  spell  out  his  recommendations  and  your  range 
of  options ...  you  take  it  from  there. 

So  for  the  Group  Pension  Plan  that  best  fits 
your  needs,  talk  to  your  Mutual  Benefit  representative, 
regional  pension  specialist,  or  write:  Second  Vice 
President— Group  Pension  Sales,  Mutual  Benefit  Life, 
Newark,  New  Jersey  07101. 

MUTUAL  BENEFIT 

\bu  take  care  of  today. 
Vfe\\  take  care  of  tomorrow 


"For  expert 
Pension  Plan 
guidance, 
call:" 


NEW  YORK 

John  J.  Fishkind,  C.L.U., 

Senior  Regional  Pension  Manager 
Peter  Brickley 

Group  Pension  Representative 
Gordon  A.  Cunningham 

Group  Pension  Representative 
Suite  1401-One  World  Trade  Center 
New  York,  New  York  10048 

(212)  432-7030 

ATLANTA 

James  E.  Whitaker 

District  Pension  Manager 
The  Cities  Service  Building 
3445  Peachtree  Road,  N.E. 
Atlanta,  Georgia  30326 
(404)  266-2180 

CINCINNATI 

Sidney  J.  Stacey 

Regional  Pension  Manager 
620  Provident  Tower 
One  East  Fourth  Street 
Cincinnati,  Ohio  45202 
(513)  621-5102 

DETROIT 

Ronald  F.  Eschenburg 

Senior  Regional  Pension  Manager 
Ronald  S.  Oldenkamp 

Group  Pension  Representative 
Suite  1500-Mutual  Building 
28  West  Adams  Avenue 
Detroit,  Michigan  48226 
(313)962-0113 

CHICAGO 

Elmer  R.  Warner,  C.L.U. 

Senior  Regional  Pension  Manager 
Peter  S.  Muller 

District  Pension  Manager 
222  South  Riverside  Plaza 
Chicago,  Illinois  60606 
(312)  454-1550 

SAN  FRANCISCO 

Herbert  Abrams,  C.L.U. 

Senior  Regional  Pension  Manager 
James  R.  Osborne 

District  Pension  Manager 
Suite  1930— One  California  Street 
San  Francisco,  California  94111 
(415)  391-1650 

LOS  ANGELES 

Donald  I.  Gregg 

Regional  Pension  Manager 
Suite  1800— 5900  Wilshire  Boulevard 
Los  Angeles,  California  90036 

(213)  937-5660 


MUTUAL  BENEFIT 
A  name  to  remember. 


Trends  &Tangents 


Foreign 


Land's  End 

Land  prices  continue  to  fall  in 
Britain.  For  some  six  months  now, 
prices  of  both  development  and  agri- 
cultural land  have  been  dropping  for 
a  number  of  reasons,  one  being  that 
developers  cannot  get  money  to  build 
and  thus  want  to  unload  the  land 
they  are  holding.  Also,  the  Labour 
party  has  been  putting  steam  behind 
its  plan  to  take  all  development  land 
into  public  ownership.  Farmers,  too, 
are  having  a  tough  time  making  a 
living  off  only  moderately  fertile  land 
and  are  trying  to  sell.  After  a  run-up 
in  private  building  site  prices  between 
1969  and  1973  of  some  230%,  from 
$2,000  an  acre  to  $6,600,  prices  are 
now  back  to  $4,600  and  still  falling. 
The  buyers  waiting  in  the  wings  are 
county  councils  who  want  to  pick  up 
the  land  at  relative  bargain  prices. 


Business 


Still  Cleaning  Up 

Last  winter's  energy  crisis  and 
planned  energy  conservation  measures 
won't  affect  corporate  pollution  con- 
trol expenditures  for  1974,  the  Con- 
ference Board  reports.  Total  outlays 
are  expected  to  exceed  $2.7  billion 
for  this  year,  up  55%  from  last.  The 
biggest  spenders  will  be  the  electric 
utilities,  accounting  for  one-third  of 
the  total;  the  petroleum  industry, 
spending  an  estimated  $43.9  million 
this  year;  and  the  paper  companies, 
15.2%  of  whose  capital  expenditures 
will  go  toward  cleaning  up  the  air. 

Tourists  Stay  Home? 

Oregon  Governor  Tom  McCall 
made  news  a  few  years  back  (Forbes, 
June  15,  1971)  when  he  pointedly 
discouraged  visitors  from  taking  up 
residence  in  the  state;  but  at  least  he 
welcomed  visitors.  Now  an  Oregon 
State  University  researcher,  in  a  study 
recently  published  by  the  Transporta- 
tion Research  Board,  suggests  that 
Oregon  reconsider  even  its  pro-tour- 
ism policy.  The  cost  of  attracting  out- 
of-state  visitors  and  providing  parks, 
highways  and  other  facilities  to  ac- 
commodate them,  the  study  contends, 
is  greater  than  the  tax  revenues  col- 
lected from  them,  and  the  indirect 
benefits  seem  to  be  offset  by  costs. 

The  Visitor 

Six  families  in  Columbus,  Ohio 
have  a  new  house  guest— an  IBM  Sys- 
tem/7.   Part   of   an   energy-consump- 
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tion  study,  the  computers  will  monitor 
temperatures,  appliance  usage,  door 
openings  and  closings,  and  other 
household  energy-related  factors. 
Simultaneously,  an  anthropologist  will 
observe  living  habit  variations  be- 
tween monitored  and  nonmonitored 
families.  Ohio  State  University  Pro- 
fessor Charles  Sepsy,  director  of  the 
$415,000  study,  says  the  project  could 
show  ways  of  saving  25%  of  residen- 
tial energy  consumption— which  pro- 
jected on  a  nationwide  basis  could 
result  in  saving  over  2  million  barrels 
a  day  in  oil  alone. 

Too  Much  Open  Space? 

Simmons  Co.,  which  in  addition  to 
mattresses  also  makes  baby  cribs,  has 
been  sideswiped  by  a  Consumer  Prod- 
uct Safety  Commission  crib  safety  com- 
plaint. Reason:  The  distance  between 
the  protective  side  slats  on  35,000 
Simmons'  cribs  was  found  to  exceed 
the  two  and  three-eighths  inch  legal 
limit,  although  none  by  more  than 
one-eighth  of  an  inch.  Simmons, 
whose  juvenile  products  provide  only 
$8  million  of  its  $406-million  sales, 
grumbles  that  the  year-old  CPSC  is 
using  the  company  to  gain  publicity 
for  itself.  But  whatever  the  reason,  it 
will  cost  Simmons  over  $100,000  to 
repurchase  any  cribs  on  demand  and 
relocate  the  slats.   ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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Finding  new  sources  of  energy  and  developing 
mineral  resources  often  reguire  special  kinds 
of  financing.  Dealing  with  a  bank  experienced 
in  these  areas  is,  therefore,  imperative. 

Who  has  a  team  of  experts  committed 
specifically  to  such  projects?  ; 

IrvingTrust  Company  Where  there's  more 
to  banking  than  just  money 


IrvingTrust    A  Charter 
Company        New  York  Bank 

Number  One  Wall  Street. 


And  you  thought  Grumman 
only  made  deliveries  to  the  moon. 


ie  spider-like  vehicle  that  landed 
r  astronauts  on  the  moon  was  of- 
ially  called  the  Lunar  Module,-  you 
ly  remember  it  as  "Snoopy" 
It  didn't  hurt  our  reputation  for 
lilding  things  that  work  and  sur- 
e  in  hostile  environments. 
But  long  before  Snoopy  came  the 
livery  van.  Grumman  is  the  builder 
what  may  be  the  world's  biggest 
e  of  aluminum  specialized  delivery 
n  bodies,  marketed  under  the 
'umman  Olson  name. 
Our  bodies  are  famous  for  their 
lgevity.  Some  are  still  in  operation 
br  25  years,  having  outlived  many 
assis  and  engine  replacements. 
Peing  aluminum,  they  don't  rust. 


Lighter  than  steel,  they're  easier  on 
fuel,  tires,  brakes  and  fleet  owner. 

Eight  styles,  337  sizes,  and  1, 120 
options  let  Grumman  build  van 
bodies  to  deliver  anything.  Laundry, 
the  mail,  store  parcels,  baked  goods. 
Bookmobiles,  medical  and  rescue 
vehicles.  And  for  leisure,  Grumman's 
beautiful  Motorhome. 

Our  growth  in  ground  transpor- 
tation illustrates  what  happens  when 
current  and  advanced  technology 
are  combined  with  marketing  skill. 
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Most  people  know  us  for  reliability 
and  high  performance  in  aerospace. 
That  same  uncompromising  quality 
goes  into  a  broad  range  of  consumer 
and  technological  products  and 
services.  From  van  bodies  to  pleasure 
boats,  to  corporate  jets,  business  and 
agricultural  planes,  data,  ecological, 
health  and  hospital  systems. 

Whether  it's  the  moon,  the  bread, 
the  medicine,  or  the  laundry,  we  de- 
liver. After  all,  Grumman's  Lunar 
Module  delivered  men  to  and  from 
the  moon.  That  reliability  and  quality 
rubs  off  on  all  our  products. 
Grumman  Corporation,  Bethpage, 
New  York  11714   GRUMMAN 
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RED  GRANGE:  "The  Galloping  Ghost" 


Two  one-of-a-kind  originals. 


Two  one-of-a-kind  originals:  RED  GRANGE,  first 
touchdown  hero.  JIM  BEAM,  the  world's  finest  Bourbon. 


80  PROOF  KENTUCKY  STRAIGHT  BOURBON  WHISKEY  DISTILLED  AND  BOTTLED  BY 
THE  JAMES  B  BEAM  DISTILLING  CO  .  CLERMONT.  BEAM.  KENTUCKY 


MUTUCKY'*^'  ^  STRAIGHT 
BOURBON  WHISKEY 
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The  13th  green  on  the  South  Course  of  John's  Island -approached  by  a  207-yard  carry  over  water 

Two  championship  golf  courses  are  an  important  part  —  but  only  a  part  — of  the 
superb  sports  facilities  on  John's  Island.  Designed,  built  and  maintained  for 
a  discriminating,  conservative  clientele,  this  privately  owned  resort  commu- 
nity offers  residential  properties,  golf  cottages  and  oceanfront  apartments 
for  both  purchase  and  rental.  For  our  handsome  hard-cover  book,  illustrated 
with  99  color  photographs  and  available  at 
$5,  write  to  Roy  D.  Chapin  III,  27  John's 
Island   Drive,   Vero   Beach,    Florida   32960. 


hard-cover  book,  illustrated 

John's  island 


Obtain  the  HUD  Property  Report  from  develooer  and  read  it  before  signing  anything  HUD  neither  approves  the  merits  of  the  offennii  nor 
the  value  of  the  property  as  an  investment,   (any  This  offering  ,s  not  available  to  residents  of  states  where  proh.biled I  by  law  AD*  ft<J88 


Readers  Say 


Education  Article 

Sir:  Your  article  "The  Coming 
Shakeout  In  Higher  Education," 
(Sept.  15)  is  the  most  comprehensive 
piece  I  have  seen  on  this  problem. 

—John  G.  Kemeny 

President, 

Dartmouth  College 

Hanover,  N.H. 

Devoted  To  Consumer 

Sir:  Re  your  article  "Meet  Ed 
Kremer,"  Special  Insurance  Report, 
( Sept.  1 ) .  The  conclusions  you  have 
reached  are  not  necessarily  mine.  I 
don't  for  one  minute  think  the  tide 
is  going  against  us  [independent  insur- 
ance agents].  For  a  while,  those  play- 
ing the  market-share  game  were  con- 
cerned about  the  direct  writers'  in- 
crease in  the  personal  lines  market 
share.  They  never  made  any  serious  in- 
roads into  commercial  lines,  and  in 
1973  there  was  a  turnaround  in  the 
market-share  figures  on  personal  lines. 
Ours  is  a  better  way  simply  because 
it  is  totally  devoted  to  the  consumer. 
—Edward  J.  Kremer 
Hanna  and  Kremer  Insurance 
Salisbury,  Md. 

Do  Both 

Sir:  Re  your  statement,  "If  you 
care  enough  and  can,  instead  of  send- 
ing flowers  to  sick  friends  or  dead, 
donate  your  blood"  (Fact  6-  Com- 
ment, Sept.  1).  Certainly  florists  sup- 
port the  humanitarian  blood  program 
of  the  American  Red  Cross.  ...  It  is 
the  consensus  of  medical  opinion  that 
flowers  have  a  therapeutic  effect  on 
hospital  patients,  making  their  stay 
more  tolerable  by  changing  the  anti- 
septic atmosphere  of  a  hospital 
room.  Flowers  and  plants  hasten  pa- 
tients' recovery. 

—Howard  S.  Anderson 

Director, 

Florist  Information  Committee 

Alexandi  la,  V '.i. 

Passing  Moods 

Sir:  Re  "Pessimism  Is  Prevalent" 
(Fact  6-  Comment,  Sept.  15).  Pes- 
simism will  pass.  America  won't. 

—Bruce  M.  Abrash 
Jericho,  N.Y. 

BackToEcon  101? 

Sin:    Possibly    il    former    B.mk    nl 
America   Chairman    Louis    Lundborg 
(Faces  Behind  the  Figures,  Sept.  1 
bad   spent    more   time  studying   el< 
mentar)  economics  courses,  he  would 
never  have  said   that   the  free  mai 
kit    is   uoi    very   good   ai    prote<  tii 

(Continued  on  pagi    I  ' 
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Marriott  s  ESSEX  HOUSE 
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Unwmding.Wrves  and  Watching  on  Central  ftrk  South. 


Easy  Does  It 

There  are  some  times,  after  a 
strenuous  business  day  here 
in  our  city,  when  you  want 
for  nothing  more  than  to  loosen 
your  tie,  roll  up  your  sleeves,  kick 
off  your  shoes  and  relax.  For  those 
times  we  suggest  an  entertaining 
evening  in  the  luxury  of  your  com- 
fortable room  at  the  Essex  House. 
Our  Room  Service  menu  offers 
everything  from  refreshment  to  a 
great  Filet.  It  will  arrive,  at  the 
time  you  request,  served  with  all 
the  style  our  hotel  is  famous  for. 


Fine  crystal,  china  and  linens  add 
a  distinctive  touch  of  elegance 
that's  rare  in  these  days  of  punch- 
out-plastic.  After  dinner,  you  can 
even  go  to  the  movies  with  a  choice 
of  two  full-length  feature  films  avail- 
able on  your  color  TV  set.  Come  see 
for  yourself.  We  pride  ourselves 
on  the  way  we  say,  "Good  night". 

The  Essex  House  Explained 

Our  name  is  an  old  New  York 
tradition,  but  we  are  definitely 
not  showing  our  age. 

All  of  our  guest  rooms  have  been 
newly  and  beautifully  decorated. 
The  accessories  and  appointments 
are  exceptional.  We  ve  carefully 
and  completely  enhanced  the  ele- 
gance, and  style  that  is  a  hallmark 
of  the  Essex  House  name.  And 
we've  added  a  flavorful  dash  of 
our  own  Marriott  know-how 


and  service.  The  result  is  a  great 
New  York  hotel  that  stands  beau- 
tifully all  on  its  own.  On  Central 
Park  South. 

For  Your  Viewing  Pleasure 

There's  a  super  show  playing 
every  evening  at  our  Essex 
House  and  you  don't  ever  need  a 
ticket.  Just  step  into  our 
King's  Wharf  restaurant 
be  seated  in  a  com- 
fortable chair 
and  watch. 

Through  the 
windows,  across 
the  street  is 
Central  Park 
South.  And 
its  twinkling 
lights,  the 
glamour 
of  59th 
«re  always 
a  sight  to 
see.  Open 
the  menu  and 
add  a  delicious 
magic  to  the  evening.  Tempt  your- 
self with  entrees  that  include  Striped 
Bass  Au  Beurre  and  Fresh  Whole 
Maine  Lobster.  Or  Roast  Prime 
Ribs  of  Beef  and  marvelous 
Medallions  of  Beef.  Our  King's 
Wharf,  by  itself,  offers  you  a  mem- 
orable dining  experience.  But  it's 
definitely  a  room  with  a  view. 


Fifth  Avenue  is  a  leisurely  five 
minute  stroll  to  the  east.  Lincoln 
Center  is  within  walking  distance 
to  the  west. 
All  it  takes  is  two  telephone  calls. 
One  to  us  with  your 
reservation.  The  second  to 
her  with  the  good  news. 
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She  Deserves  Better 

our  wife  and  our  New  York. 
It's  a  beautiful  combination. 
And  a  wonderful  way  for 
your  wife  to  escape 
from  her  regular 
routine  to  something 
better.  While  you're 
busy  with  business, 
she  can  sleep  late, 
shop  and  see  the  city. 
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Pleas  and  Thank  You 

Whenever  possible,  we  urge 
you  to  make  your  reservations 
well  in  advance  of  your  trip  to  our 
town,  but  if  business  brings  you 
here  in  a  hurry,  call  us  toll-free  and 
we'll  do  everything  possible  to 
provide  one  of  our  immaculate 
guest  rooms  or  suites.  Thank  you. 

Harriott's. 
ESSEX  HOUSE 

All  you  need  to  know  about 
hotels  in  New  York. 

160  Central  Park  South, 
New  York  10019. 

Telephone  toll-free  for  your 
reservations:  800-228-9290. 

Write  for  our  new  brochure. 
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"Plans  called  for 
maximum  fire  and 
security  protection 
that  called  for 
central  control? 


Elmer  C.  Lind.  Staff  Vice  President.  Physical  Facilities, 
First  Federal  Savings  of  Wisconsin,  Milwaukee. 


"Even  when  our  new  plaza  was  on  the  drawing 
board,  the  building  committee  insisted  on  maximum 
security  for  investors'  assets . . .  and  maximum 
life  safety  protection  for  occupants,"  says 
Mr.  Lind.  "Honeywell's  proposal  offered 
the  best  technical  merits,  overall  quality 
and  flexibility  for  accomplishing  our  goals." 

Result:  The  institution's  new,  19-story 
building  features  the  latest  security  and 
fire  safety  systems  throughout.  The  heart 
is  an  Alpha/Delta  central  control  system. 


Clifford  E.  Evans.  Security  Director,  and  Lew  Handeland,  Building 
Engineer,  review  how  Alpha  3000  responds  instantly,  automatically 
to  emergencies.  System  is  U.L.  approved  for  Class  A  fire  protection. 


One  operator  monitors  intrusion  alarms; 

fire  and  smoke  detectors;  sprinklers;  patrol 

stations  and  card  reader  access  control  points. 

The  firm's  adjacent  older  structure  is  tied 

in,  as  are  9  Milwaukee  area  branches,  according 

to  Mr.  Evans,  Security  Director. 

Chillers,  boilers,  pumps  and  air  handling 
equipment,  in  both  buildings,  are  monitored 
and  controlled  by  the  central  console.  This 
assures  peak  operating  efficiency,  comfort  and 
minimum  cost  for  manpower  and  energy. 

"We  save  more  than  $55,000  a  year  on 
security  and  maintenance  manpower  costs," 
estimates  Mr.  Lind.  "Energy  savings  and 
extended  equipment  life  will  increase  our 
return  on  investment  even  more." 

Planning  a  building?  Build  in  the  benefits  of 
Honeywell  central  control.  Write  for  idea- 
sparking  case  histories:  Honeywell,  Commercial 
Division,  Dept.  G2246,  Minneapolis,  MN  55408. 


Run  a  fine  tuned  building. 

Honeywell 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


ANY  DAY  NOW,   A  NUCLEAR  WARHEAD   IN  TERRORISTS'   HANDS 


We've  got  thousands  of  nuclear  warheads  strewn  all 
over  Europe  and  elsewhere.  Great  Britain's  got  its  own 
stockpile  of  'em,  as  does  France,  and  there's  lots  of 
undercurrent  indications  that  some  other  countries,  in- 
cluding Israel,  may  have  nuclear  devices  stashed  away. 

Those  in  the  hands  of  Russia  and  China  are  likely  the 
safest  from  kidnapping  or  seizure  by  "other  forces." 

But  ours? 

If  the  Greeks  wanted  to,  they  could,  in  their  anger, 
seize  many  U.S.  atomic  bombs  at  our  military  installations 
—as  could  the  Turks.  And,  apparently,  it  would  be  far 
from  impossible  for  armed,  determined  terrorists  to  seize 


some  in  a  swift  strike  at  our  military  installations  in  Italy 
or  other  European  countries. 

Under  the  circumstances,  it  would  not  be  too  surpris- 
ing one  morning  to  turn  on  TV  or  radio  or  pick  up 
the  newspaper  and  find  that  a  handful  of  fanatics  was 
threatening  to  destroy— and  not  faking,  either— some  ma- 
jor city. 

We're  all  aware  of  all  the  safeguards,  but  it  seems  they 
are  more  on  paper  than  fact. 

If  you  think  the  prospect  of  a  wee  nuclear  warhead  in 
terrorists'  hands  is  terrifying,  imagine  what  the  actuality 
would  be  like. 


DON'T   FUEL  YOUR   OPTIMISM 


for  the  business  outlook  by  feeding  01T  high  projections 
for  corporate  capital  spending. 


This  statistical  reed  can  bend  and  even  snap  as  quick- 
ly as  Boards  of  Directors'  meetings  can  be  called. 


KENNEDY   OUT 


In  1968,  in  1972  and  now  for  1976,  Senator  Kennedy 
has  taken  himself  out  of  the  Presidential  Sweepstakes.  This 
time  he  was  the  overwhelming  front-runner  for  the  Demo- 
cratic nomination  and  was  running  hard  until  recent 
weeks.  He  seems  to  have  been  done  in  by  the  intensified 
reinterest  in  Chappaquiddick,  combined  with  his  wife's 
exhaustion  and  his  young  son's  ordeal  in  fighting  a  cancer 
that  has  cost  the  lad  his  leg. 


While  the  polls  have  left  little  doubt  that  Kennedy 
could  not  beat  Ford  today,  two  years  from  now  things 
could  be  quite  different.  If  inflation  is  "cured"  by  re- 
cession-depression proportions  in  unemployment  and  busi- 
ness contraction,  President  Ford  and  the  Bepublican  Ad- 
ministration will  have  a  taste  of  Hooverian  1932  popu- 
larity, and  any  nominated  Democrat  will  sweep  into  the 
White  House. 


.   .  .   BUT  MONDALE'S   FAR   FROM   IN 


Minnesota's  Senator  Mondale  has  been  swift  to  claim 
the  Kennedy-vacated  liberal  spot  in  the  Democratic  par- 
ty spectrum.  But  from  what  I  have  read  and  from  one 
evening's  exposure  to  him  at  a  small  Georgetown  din- 
ner, I  can't  see  that  happening  at  all.  So  far,  there's  no 
visible  grace,  wit,  charisma;  no  vibes  suggesting  a  gen- 
tle heart  or  wise  head. 


If,  though,  Senator  Mondale  inherits  the  liberal  man- 
tle by  default   (it  certainly  won't  be  by  pole  vault)   and 
recession  rages,   conservative   Senator  Jackson   would  be" 
hard  put  to  hold  any  sizable  number  of  Democratic  Con- 
vention delegates. 

As  it  now  stands,  the  Democratic  nomination  is  wide 
open,  up  for  grabs. 
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PAN  AM-A  CASE  OF  MISPLACED  FORD  PIETY 


So  Pan  Am's  to  get  no  subsidy.  The  Ford  Administra- 
tion is  using  Pan  Am  to  make  clear  it's  not  going  to  bail 
out  faltering  free  enterprise  a  la  Lockheed  and  Penn 
Central 

Fine. 

Hut  the  Government  has  been  subsidizing  airlines  di- 
rectly and  indirectly  since  Year  One  of  their  existence. 
If  the  Ford  Administration  would  get  busy  doing,  im- 
plementing the  palliatives  it  suggested  to  save  Pan  Am, 
that  might  help  a  bit. 

Pan  Am's  bankruptcy  is  around  the  corner,  and  TWA's 
financial  health  can  best  be  revived  by  abandoning  over- 
seas services.  So,  left  to  fend  for  themselves,  these  free 
enterprises  under  present  strangulating  federal  and  in- 
ternational regulations  will  cease  to  exist.  Then  our 
Government   and   our   citizens   can   depend   on   the   car- 


riers of  other  lands  to  get  from  here  to  anywhere  else 
in  the  world. 

We'd  all  be  more  impressed  with  the  piety  of  the  Ad- 
ministration's subsidy  refusal  if  it  would  swiftly  remove 
some  of  the  millstones  Washington  has  hung  on  the  wings 
of  Pan  Am. 

—Push  a  merger  before  Pan  Am  goes  under. 

—Pay  the  same  mail  rates  to  Pan  Am  and  TWA  that 
we  must  pay  to  foreign  carriers. 

—Charge  every  foreign  airline  for  landing  at  our  coun- 
try's airports  exactly  what  they  charge  us  for  landing 
at  theirs. 

—Either  enforce  international  (and  national)  fare  agree- 
ments or  abandon  them  entirely. 

There's  a  handful  of  other  immediacies,  but  these  could 
do  for  starters. 


IT'S  CRYSTAL  CLEAR  TO   "DEADEYE"  HENRY 


Bob  Anderson,  the  no-nonsense  CEO  picked  by  Al  Rock- 
well to  succeed  him  at  Rockwell  International,  related 
this  great  anecdote  by  New  York  executive  Leonard  D. 
Henry.  "Deadeye,"  as  the  Colonel  is  known  to  his  in- 
numerable friends,  was  describing  how  he  had  recently 

IT'S  THE  TRIP, 

The  current  rage  in  wristwatches  is  the  Pulsar,  a  "solid- 
state  Time  Computer"  guaranteed  accurate  to  within  60 
seconds  a  year.  They're  selling  like  expensive  hotcakes  and 
I've  worn  one  since  it  was  given  to  me  a  year  ago. 

It's  at  one  and  the  same  time  the  most  fun  and  the  most 
foolish  wristwatch  imaginable— twice  as  thick  and  heavy  as 
others,  one  needs  both  hands  to  tell  the  time   (try  that 


been  approached  to  invest  some  sizable  sum  in  a  busi- 
ness venture  and  was  assured  that  he  could  have  his 
money  back  in  five  years. 

"I  told  him,  'I've  got  it  in  the  bank  now.  Why  do  I 
want  it  back  in  five  years?'  " 

NOT  THE  TIME 

while  you're  cycling),  and  in  the  bright  sunshine  the 
digital  numbers  can't  be  read.  The  battery  is  supposed  to 
be  good  for  several  thousand  presses,  but  I  have  to  put 
in  a  new  one  every  three  or  four  months. 

Yet  nearly  everyone  who  has  one  likes  it,  and  nearly 
everyone  who  sees  one  wants  one.  I'm  convinced,  though, 
it's  The  Trip  not  the  time  that  makes  the  Pulsar  go. 


TO  GROW  OLD   AND   STILL  BE   LOVED 

be  kind  and  sweet, 
good  and  gracious 
—and  have  something  to 
be- 
queath. 


JIM  HARTZ— PERFECT 

How  about  that— after  all  the  searching  to  find  the 
new  host  for  NBC's  Today  show,  the  nation's  morning 
window  on  the  world,  they've  come  up  with  a  good  guy 
who  actually  is  exactly  that,  on  camera  or  off;  a  low- 
key,  bright  and  personable  man  who  does  his  homework 
and  seems  to  understand  much  about  the  variety  of 
things  he  has  to  cover. 

What  inspires  this  unleavened  encomium  to  Mr.  Hartz? 

In  his  first  days  on  the  job,  I  was  one  of  a  panel  with 

JUDGE  THYSELF 

Would  you  rather  commiserate  or  congratulate? 
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MAN  FOR  THE  JOB 

whom  he  discussed  the  credit  crunch.  His  questions  prob- 
ably shed  more  light  on  the  subject  than  did  our  an- 
swers. In  addition,  he  held  up  to  the  camera  a  copy  of 
my  recently  published  Fact  &  Comment  volume  (Knopf, 
$7.95,  at  your  local  bookstore— adv. ) ,  spoke  glowingly  of 
its  content  and,  during  the  rest  of  the  morning,  quoted 
from  it— he'd  actually  read  it  and  said  he  liked  it. 

How  could  one  be  more  on  the  ball,  discerning,  bril- 
liant, charming,  able,  splendid,  greater  than  that? 

SOULS 

are  not   for  walking  on. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Unreal 

It  is  shortsighted  to  the  extreme  to 
drill  for  more  oil  off  our  coasts  with- 
out accelerating  progress  towards 
ending  the  senseless  waste  of  energy 
in  our  transportation  systems.  For  ex- 
ample, because  of  unbalanced  air- 
line schedules  existing  because  of  a 
facade  of  competition,  we  simulta- 
neously fly  several  aircraft  between 
major  cities  at  peak  hours,  each  with 
partial  loads,  each  ending  up  in  hold- 
ing patterns,  and  each  adding  to 
needless  ground  traffic  congestion.  All 
of  this  could  be  avoided  if  we  had 
rational,  meaningful  regulation  instead 
of  unreal  competition  in  this  industry. 
—Norton  Simon. 

No-ISo  To 

No  Population  Growth? 

The  inventory  suggests  that  the  no- 
population-growth  society  has  its  at- 
tractions, to  be  sure,  but  it  has  some 
possible  problems  too.  There  is  a  sub- 
stantial case  to  be  made  for  zero,  but 
it  is  not  overwhelming,  especially  in 
view  of  present  natural  growth  rates 


well  under  1%  in  many  advanced 
countries,  including  our  own.  ...  In 
any  case,  it  cannot  be  precisely 
achieved  by  politically  acceptable 
measures;  put  another  way,  its  ad- 
vantages over  present  practice  would 
not  appear  to  justify  the  costs  to  most 
people.  —Bernard  Berelson, 

in  University:  A  Princeton  Quarterly. 

Redefining  Some 

Well-Worn  Words 

Economist:  An  economist  is  a  mem- 
ber of  an  obscure  sect  grown  rich  ex- 
plaining why  a  round  world  is  be- 
coming flat. 

Inflation  is  when  you  discover  not 
only  that  money  isn't  everything,  but 
that  it  isn't  even  enough. 

Living  wage  is  a  flexible  statistic 
whose  value  depends  on  whether 
you're  giving  it  or  getting  it. 

Negotiation  is  a  process  that  begins 
with  both  sides  agreeing  that  time  is 
money  but  disagreeing  on  how  much. 

Purchasing  power  is  a  form  of  en- 
ergy fueled  by  one  of  our  most  rapidly 
vanishing    resources:    money.    In    ac- 


counting language,  purchasing  power 

is  the  sinking  part  of  a  sinking  fund. 

—Robert  W.  Sarnoff,  RCA  chairman, 

in  a  speech  before  the  International 

Brotherhood  of  Electrical  Workers. 

Raising  Venture  Capital 

Hunt  with  a  rifle,  not  a  shotgun. 
Get  as  much  of  a  good  deal  as  you 
can  and  follow  it  as  closely  as  pos- 
sible. The  real  trick  in  venture  capital 
is  not  picking  winners  but  avoiding 
losers.  The  winners  take  care  of  them- 
selves. The  losers  eat  up  your  time 
and  prevent  you  from  investing  else- 
where. 

—Peter  C.  Du  Bois,  Barron's 

Refreshing  Response 

Joseph  L.  Taft,  an  Oklahoma  City 
investor  and  filmmaker,  has  joined  the 
board  of  the  Eason  Oil  Co.,  an  in- 
dependent oil  producer.  What  are  his 
credentials?  "He's  my  nephew,"  said 
T.  Winston  Eason,  the  chairman  and 
son  of  the  founder.  "His  mother,  my 
sister,  died  last  November  and  he  in- 
herited her  10%  of  the  stock." 

— Marylin  Bender,  New  York  Times. 


THE   $65-BILLION  QUESTION 

by  M.S.  Forbes  Jr. 


How  do  you  recycle  $65  billion 
or  more  a  year? 

Only  now  is  the  magnitude  of 
the  task  beginning  to  make  an  ap- 
propriate impression  on  the  powers 
that  be  in  Washington,  Europe 
and  Japan. 

The  large  commercial  banks  can't 
doit. 

Spectacular  bilateral  deals  like 
that  of  France  and  Iran  won't  do  it 
either. 

Nor  can  the  U.S.  recycle  these 
vast  amounts  of  money  by  acting 
as*  a  conduit  between  Arabs  and 
consumer  countries.  We're  no  more 
equipped  to  be  world  banker  than 
world  policeman. 

The  most  sensible  answer— in- 
deed, the  only  answer— is  a  sugges- 
tion made  by  West  Germany  and 
notable  Americans,  such  as  former 
Under  Secretary  of  State  George 
Ball*:  the  creation  of  an  interna- 
tional "petrodollar"  bank. 

The  institution  could  be  created 
through  negotiation  with  OPEC. 
To  make  cooperation  easier,  OPEC 
could  have  half  the  stock,  half  of 
the  board  of  directors'  seats.   To 


show  good  faith,  consumer  nations 
might  put  up  half  of  the  original 
capital. 

With  their  excess  dollars,  the 
Arabs  would  buy  the  bank's  long- 
term  bonds.  The  bonds  could  be 
guaranteed  by  the  major  central 
banks  and  the  principal  might  be 
tied  to  a  basket  of  currencies  to 
protect  against  currency  devalua- 
tion. The  bonds'  interest  rates  could 
be  set  by  some  sort  of  float  as  a 
hedge  against  inflation. 

In  short,  a  new  international  unit 
of  value  would  be  created,  like 
SDRs.  The  petrodollar  could  be  ex- 
changed for  other  currencies.  It 
could  be  used  to  pay  for  goods 
and  services. 

A  petrobank  could  do  the  neces- 
sary recycling  in  an  orderly, 
nondisruptive  fashion.  Commercial 
banks  would  no  longer  be  faced 
with  excessive  short-term  deposits. 
Italy,  England,  Denmark,  etc.  need 
not  go  bankrupt,  and  underde- 
veloped countries  need  not  starve, 
attempting  to  pay  ballooning  pe- 
troleum bills. 

With  such  a  borrowing  facility, 


could  consumer  countries  throw 
energy  conservation  to  the  winds? 
Hardly.  The  petrobank  would  be 
similar  to  the  International  Mone- 
tary Fund  in  this  respect:  When 
the  IMF  lends  to  a  country  with 
balance-of-payments  difficulties,  it 
often  prescribes  remedial  measures, 
such  as  credit  tightening,  as  con- 
ditions for  the  loan.  Like  the  IMF, 
the  petrobank  would  have  the 
power  of  the  purse. 

As  the  years  go  by,  the  Arabs 
would  buy  fewer  bonds  since  they 
would  be  spending  more  on  goods 
and  in  direct  investing. 

But  now,  a  petrobank  is  badly 
needed.  OPEC  is  not  going  to  low- 
er its  prices  voluntarily.  And  while 
Washington  can  rattle  its  saber,  it 
has  no  intention  of  using  it. 

As  George  Ball  recendy  warned, 
"Instead  of  facing  our  difficulties 
frontally,  there  is  a  disturbing 
tendency  to  echo  the  fatuous  state- 
ment of  Mr.  Micawber  that  'some- 
thing will  turn  up.'" 

In  that  case,  the  only  thing  that 
will  turn  will  be  the  West's  econ- 
omies—upside down. 
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Requiem  for  scrubbers 


That  epitaph  is  taken  from  a  417 
page  report  just  released  by  the 
hearing  examiners  for  the  Environ- 
mental Protection  Agency  of  Ohio. 

And  in  case  you  don't  recognize 
it  from  the  language  they're  talking 
about  "stack  gas  scrubbers"  —  as 
undeveloped,  unreliable  and  unac- 
ceptable for  electric  utility  use. 

The  hearing  took  12  long  weeks. 
Grueling  testimony,  with  thorough 
cross  examination,  by  experts:  engi- 
neers, lawyers,  scientists,  business- 
men—even manufacturers  of  scrub- 
bers themselves. 

If  ever  there  was  a  grilling  this 
was  it. 

Undoubtedly  the  most  compre- 
hensive and  up  to  date  presenta- 
tion on  the  control  of  power  plant 
sulfur-dioxide  emissions  ever  held 
in  any  forum,  anywhere  in  this 
country. 

The  findings  of  this  exhaustive  re- 
port—which parallel  our  published 


position— cannot  be  seriously  chal- 
lenged by  anyone  wishing  to  avoid 
ridicule. 

It  covered  every  major  scrubber 
test  the  Environmental  Protection 
Agency  has  ever  bragged  about. 

•  Commonwealth  Edison 

•  Illinois  Power  Co. 

•  Boston  Edison 

•  Louisville  Gas  &  Electric 

•  Mitsui  Aluminum  Plant 

•  Kansas  City  Power  &  Light 

•  Union  Electric  of  St.  Louis 

One  after  the  other  the  record 
shows  they  failed  to  meet  the  crite- 
ria established  by  the  American 
Academy  of  Engineering. 

They  simply  failed  to  demonstrate 
the  degree  of  reliability  necessary 
for  electric  utility  use. 

And  yet,  to  this  day,  EPA  insists 
these  monstrous  contraptions  are 
available,  work,  are  reliable  .  .  .  and 
electric  utilities  should  invest  many 


billions  of  dollars  in  them. 

If  that  isn't  fanning  the  fires  of 
inflation,  wasting  precious  assets 
and  wrongfully  burdening  the  elec- 
tric costs  of  the  American  people, 
then  we  shouldn't  be  allowed  to 
generate  another  kilowatt. 

Are  these  examiners  alone?  They 
are  not!  Many  respected  authorities 
share  their  conclusion:  The  Ten- 
nessee Valley  Authority.  The  Feder- 
al Energy  Administration.  The 
Atomic  Energy  Commission.  The 
Federal  Power  Commission  and 
others. 

E.P.A.'s  stubborn,  continued 
plumping  for  stack  gas  scrubbers 
is  an  energy-paralyzing  activity  that 
is  stalling  vital  legislation  and  se- 
verely inhibiting  by  uncertainty,  in- 
vestment in  the  development  of  new 
coal  mines. 

Isn't  it  about  time  someone  re- 
directed E. P. A. 'senergies  into  more 
constructive  channels? 


American  Electric  Power  System 

Appalachian  Power  Co  .  Indiana  &  Michigan  Eleclr.c  Co  .  Kentucky  Powfer  Co  .  Kmgspori  Power  Co  .  Mich.gan  Power  Co  .  Ohio  Power  Co  .  Wheeling  Electric  Co 


( 


Ima 
without  whit 


Much  Of  it  would  be  that  way  if  it  weren't  for 
pigments.  Pigments  that  make  paint,  paper, 
plastic,  rubber,  ceramics,  flooring,  synthetic 
fibers,  and  ink  Whrterand  brighter.  Pigments 
that  make  cotors  more  colorful.  Pigments 
that  keep  metal  from  rusting  and  corroding. 
N  L  Industries  is  one  of  the  world's  lead- 
ing 'producers  of  titanium  dioxide  and  antl- 
corrtsiye  pigments.They  are  among  the  many 
specialty  chemicals  N  L  manufactures  for  a 


and  brightness. 

wide  range  of  industrial  uses.  All  together  spe- 
cialty chemicals  represent  about  40%  of  pur 
more  than  a  billion  dollar  sales. 

The  products  and  services.that  N  L  Indus- 
tries has  to  offer  are  important. To  industry 
and  to  people.  In  chemicals,  in 
metajs,  in  fabricated  products. 
To  learn  more  aboirt  us,  write: 
N  L  Industries,  Inc., 111  Broad- 
way, NewYork,  NewYork10006.  INDUSTRIES 


How  Chemical  helps 

supply  financial  energy 

for  a  changing  world* 


Financial  energy  is  not  just  money.  It 
is  using  money  in  imaginative  and 
effective  ways  to  make  things  happen. 

One  of  the  most  vital  ways  Chemical 
is  using  financial 
energy  today  is  to 
generate  other  kinds 
of  energy  through 
everything  from 
product  and  project 
financing  to  specially 
designed  programs 
involving  leasing  and 
commercial  financing. 

Our  financial  energy 
is  finding  new  ways 

to  use  coal. 

The  energy  crisis 

is  making  coal  look 
more  interesting  than 
it  has  in  years.  And 
Chemical  is  deeply  involved  in  a  partic- 
ularly innovative  project  at  the 
mouth  of  a  coal  mine  in  North  Dakota. 
Chemical  is  helping  finance  a 
400,000-kilowatt  steam-generating  plant 
right  next  to  the  raw  material 
resource. 

Under  a  complex  leveraged  leasing 
plan,  we  will  lease  the  plant  to  a  new 
electric  cooperative  which  will  sell 
power  to  utilities. 

This  financial  package  is  being  studied 
with  great  interest  by  the  electric 


industry  because  it  involves  a  form  of 
financing  not  traditionally  used  by  them. 

Mines,  wells,  and  pipelines. 

At  the  same  time,  Chemical  is  financ- 
ing a  uranium  mine 
and  milling  complex 
in  the  Southwest.  We 
can  do  this  on  a  non- 
recourse basis  because 
our  Petroleum  and 
Minerals  Division 
includes  geologists 
and  engineers  who  are 
also  bankers.  They  can 
make  evaluations  of 
mineral  and  petroleum 
deposits  and  make 
banking  decisions 
based  on  them. 

We're  involved  in 
the  North  Slope  explo- 
rations, in  a  cross-Canada  crude  oil 
pipeline,  in  many  major  North  Sea  projects, 
in  a  multimillion-dollar  loan  to  Algeria, 
and  in  building  mammoth  LNG  tankers 
that  will  sail  between  Indonesia  and  Japan. 

If  you  have  a  project  that  could 
use  some  financial  energy,  talk  to  your 
Chemical  Bank  representative. 

ChemicalBaink 

American  business:  When  needs 
are  financial,  the  reaction  is  Chemical. 


Forbes 


Harnessing  The  Sun 

As  other  alternatives  to  oil 

run  into  trouble,  solar 

energy  begins  to  look  better  and  better. 


Should  the  world  try  to  beat  the 
high  price  of  oil  by  developing  in- 
finitely complex  and  possibly  danger- 
ous breeder  reactors?  Should  it  strip 
away  thousands  of  square  miles  to  get 
at  more  coal?  Is  shale  oil  the  answer? 
Tar  sands? 

Sometimes  the  simplest  solution  is 
the  best.  Why  not  go  back  to  man's 
earliest  form  of  energy:  the  sun?  Why 
not  generate  power  from  the  heat  of 
the  sun?  Science  fiction  or  pulp  maga- 
zine stuff?  Not  at  all.  Late  last  month, 
the  Federal  Energy  Administrator, 
John  C.  Sawhill,  startled  the  world 
energy  conference  in  Detroit  by  sug- 
gesting that  solar  energy  might  well 
be  the  dark  horse  in  the  energy  race. 

Sawhill  was  cautious.  He  said  that 
by  the  year  2000  the  U.S.  might  be 
able  to  derive  5%  or  10%  of  its  total 
electricity  requirements  from  solar  en- 
ergy plants.  But  there  were  others 
who  thought  that  Sawhill  was  greatly 
underestimating  the  possibilities.  Dr. 
H.  Richard  Blieden,  deputy  director 
of  the  National  Science  Foundation's 
division  of  Advanced  Energy  Re- 
search and  Technology,  says  that  solar 
energy's  share  of  the  nation's  elec- 
tric power  needs  could  be  as  high  as 
30%  by  2000. 

One  reason  solar  power  is  looking 
so  good  is  that  some  of  the  alterna- 
tives are  looking  rather  worse.  Nuclear 
power  costs,  for  example,  have  been 
going  up  faster  than  food  prices.  Ac- 
cording to  Westinghouse,  two  years 
ago  nuclear  power  stations  that  could 
be  operational  by  1979  cost  $350  to 
$400  per  installed  kilowatt  of  generat- 
ing capacity.  Now,  plants  planned  for 
readiness  by  1981  cost  from  $600  to 
$750  per  kilowatt. 

In  much  *the  same  way,  the  fast- 
breeder  reactor,  designed  to  provide 
more  nuclear  fuel  than  it  consumes,  is 
being  hit  by  what  the  Government 
ominously  calls  "cost  growth."  And 
even  if  it  can  be  made  to  work  at  a 
reasonable  cost,  Washington  policy- 
makers are  beginning  to  have  serious 
doubts  about  the  wisdom  of  a  device 
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that  produces  plutonium  fuel.  Plu- 
tonium is  not  only  one  of  the  dead- 
liest substances  known,  but  its  pres- 
ence in  dozens  of  power  plants  would 
increase  the  danger  that  a  terrorist 
group  could  seize  some  and  make  its 
own  nuclear  weapon. 

Coal,  which  many  now  regard  as 
the  most  likely  alternative,  also  has 
many  drawbacks.  Pollution  is  one,  and 
damage  to  the  environment  through 
strip  mining  is  another.  Coal  mining 
is  labor-intensive,  and  thus  certain 
to  become  more  and  more  costly.  As 
for  oil,  even  if  the  cost  could  be 
brought  down,  there  is  real  danger 
that  the  world  will  run  out  of  oil 
within  the  lifetime  of  many  people 
who  are  living  today. 

Clean  And  Abundant 

Solar  power,  by  contrast,  burns  no 
fuel  and  hence  causes  no  pollution. 
Silicon  for  the  cells  would  not  be 
.burned  up,  and,  moreover,  it  is  one 
of  the  commonest  elements  on  earth. 
Once  the  capital  structures  were  in 
place,  solar  energy  would  be  cheap, 
clean  and  dependable. 

What,  then,  has  held  solar  power 
up  so  long?  Essentially,  the  sky-high 
price  of  the  litde  electronic  devices 
that  convert  the  sun's  energy  directly 
into  electricity.  The  fuel  might  be 
free;  but  the  solar  cells  cost  at  least 
a  hundred  times  as  much  as  conven- 
tional power  sources  supplying  the 
same  output.  Thus  the  bulk  of  the 
solar  cell  industry's  minuscule  output 
has  gone  to  the  space  program,  about 
the  only  one  that  has  been  able  to 
stand  the  cost. 

Now  it  looks  as  though  costs  could 
come  down  dramatically.  Mobil  Oil, 
for  one,  is  betting  that  they  will:  It 
is  ponying  up  $30  million  for  a  five- 
year  joint  project  with  little  ($44-mil- 
lion-revenues )  Tyco  Laboratories  of 
Waltham,  Mass.  Tyco,  one  of  the  tech- 
nology companies  that  flourished  in 
the  1960s  along  Route  128  outside 
Boston,  has  been  developing  a  process 
to  make  silicon  solar  cells  on  a  con- 


26 


n-line  basis.  Dr.  A.I. 
,ky,  who  runs  Tyco's 
of  the  program,  says  the  Mobil- 
ject  is  "shooting  for  electric 
<>m  silicon  solar  cells  at  a 
,i  of  $600  per  kilowatt  with- 
in five  to  seven  years"— about  the  time 
il  takes  to  license,  let  alone  build,  a 
nuclear  power  station.  That  would 
bring  solar  power  about  in  line  with 
nuclear  power  in  terms  of  capital 
costs;  but  solar  would  not  require 
uranium  fuel  and  it  would  be  far 
less  likely  to  frighten  people  in  the 
neighborhood. 

A  silicon  solar  cell  "energy  farm" 
would  be  acres  and  acres  of  gunmetal 
colored  sheets,  tilted  slightly  so  that 
rain  and  snow  would  run  off,  and 
pointed  toward  the  south  to  catch 
the  maximum  possible  sunlight.  Light 
energy  from  the  sun  would  knock 
loose  electrons  from  the  silicon  atoms. 
These  free  electrons  would  then  be 
drawn  off  from  the  cells  and  put 
through  the  power  system  before  be- 
ing "returned"  to  the  cell.  The  cycling 
of  the  electrons  would  be  the  elec- 
tricity. The  brighter  the  sun,  the  more 
power.  Hot,  dry  climates  like  Arizona 
would  be  ideal  for  such  a  plant,  but 
they  could  be  built  to  function  well 
in  Maine. 

To  provide  power  at  night  or 
during  overcast  days,  the  electricity 
would  be  stored  in  batteries.  Or  it 
could  be  used  to  synthesize  storable 
chemical  energy  in  forms  such  as  liq- 
uid hydrogen. 

The  key  to  bringing  in  solar  power 
at  competitive  cost  is  a  major  reduc- 
tion in  the  price  of  silicon.  Pro- 
duced in  small  quantities  at  present 
by  Monsanto,  Dow  Corning  and  Texas 


Instruments,  silicon  costs  $35  a 
pound.  It  would  have  to  come  down 
to  around  $10  a  pound  to  make  the 
$600  to  $750  per  kw  cost  possible. 

Can  the  silicon  price  be  slashed? 
The  largest  U.S.  silicon  producer,  Dow 
Corning,  set  up  decades  ago  by  Dow 
Chemical  and  Corning  Glass,  is  con- 
fident that  it  can.  Dow  Corning  is  a 
participant  in  a  project  at  the  Uni- 
versity of  -Pennsylvania  that  aims  to 
make  silicon  solar  arrays  at  a  cost 
even  lower  than  Mlavsky's  target. 

Says  Jerold  Noel,  a  solid-state 
physicist  with  the  project:  "The 
chances  are  very  good  for  significantly 
lowering  the  price  of  silicon.  In  five 
years  we  think  that  pilot  plants  can 
be  built  for  the  entire  process— from 
taking  the  silicon  out  of  sand  to  the 
fabrication  of  working  solar  cell  ar- 
rays, at  or  below  the  cost  of  nuclear 
power.  There's  no  need  for  a  theo- 
retical breakthrough,"  he  sums  up. 
"This  is  an  engineering  problem." 

Power  Forever? 

What  does  all  this  mean?  That  de- 
pends on  how  far  you  want  to  pro- 
ject it.  It  means  that  with  solar  cells 
no  more  efficient  than  the  ones  we 
have  now,  by  the  year  2000  we  could 
supply  all  of  the  nation's  electricity 
needs  provided  we  were  willing  to 
cover  some  40,000  square  miles— say, 
a  third  of  the  State  of  Arizona— with 
power-producing  material.  Whether 
we  would  choose  to  devote  a  part  of 
the  nation's  desert  areas  to  this  pur- 
pose would  be  a  matter  of  choice. 
But  whatever  we  chose  to  do,  the 
power-producing  material  should  last 
virtually  forever. 

Nor    must    the    problem    be    ap- 


proached on  a  mammoth  scale.  "We 
made  a  calculation."  says  Noel,  "that 
the  roof  of  an  average  house  around 
Philadelphia  could  produce  enough 
energy  to  supply  the  needs  of  the 
home,  with  enough  left  over  to,  say, 
charge  an  electric  car." 

Instead  of  using  solar-produced 
electricity  to  heat  and  cool  a  house,  it 
would  probably  be  more  efficient  to 
control  temperature  by  collecting  and 
storing  the  sun's  heat  directly.  And 
the  National  Science  Foundation  has 
committed  $17  million  this  year  to 
study  just  that. 

The  NSF's  Blieden  believes  that 
solar  heating  systems  could  reduce 
fuel  use  by  30%  to  as  much  as  70%. 
"We're  testing  supplementary  heating 
systems  in  several  school  buildings 
around  the  country  under  a  project 
that  got  under  way  in  March  of  this 
year,"  he  says.  The  technology  for 
such  supplementary  solar  heating  is 
often  no  more  complicated  than  a  set 
of  black-painted  pipes  under  a  heat- 
trapping  glass  sheet  on  the  roof  of  a 
building,  with  an  insulated  water 
tank  as  the  heat-storing  device. 

What's  the  catch?  None— though 
"mere"  engineering  problems  all  too 
often  have  a  disconcerting  habit  of 
growing  to  giant  size.  The  worst  prob- 
lem just  now  may  be  the  need  for 
time  as  well  as  money  to  work  the 
bugs  out  of  solar  energy.  As  one  solar 
energy  researcher  puts  it,  "You  can't 
make  a  baby  in  a  month  by  getting 
nine  women  pregnant."  But  the  same 
man  adds,  "There's  very  little  reason 
to  doubt  that  solar  power  can  be  a 
multibillion-dollar  business  in  one 
form  or  another."  The  energy  crisis 
may  yet  yield  to  human  ingenuity.  ■ 


Little  Giant 


That's  Brown-Forman. 

Brown-Forman  Distillers  of  Louis- 
ville, Ky.  is  one  of  the  smaller  liquor 
companies.  Its  sales,  $169  million  last 
year,  are  dwarfed  by  Seagram's  (five 
times  as  big)  and  Hiram  Walker's 
(three  times  as  big).  But  Brown-For- 
man is  no  slouch.  It  netted  over  15% 
on  stockholders'  equity  last  year,  vs. 
Seagram's  9%  and  Walker's  13%. 

Brown-Forman  does  well  despite 
the  fact  that  it  made  its  name  in 
bourbon  (Old  Forester,  Early  Times, 
Jack  Daniel's),  one  of  the  more  slug- 
gish parts  of  the  whiskey  business. 
Brown-Forman  owes  its  recent  suc- 
cess to  timely  diversification  into  oth- 
er types  of  liquor. 

One    of   Brown-Forman's    smartest 


moves  was  its  1971  purchase  of  a 
small  Canadian  distillery  with  a 
blended  whiskey  called  Canadian 
Mist.  W.L.  Lyons  Brown  Jr.,  execu- 
tive vice  president  and  heir  apparent 
of  the  104-year-old  family-controlled 
company,  explains  the  strategy:  "We 
saw  an  opportunity  to  take  on  Sea- 
gram's Seven  Crown,  particularly  in 
price."  Seven  Crown,  Seagram's  top- 
selling  brand,  is  a  medium-priced 
blend.  Most  Canadian  whiskeys,  es- 
pecially Seagram's  VO  and  Walker's 
Canadian  Club,  are  premium-priced. 
By  pricing  Canadian  Mist  in  the  Sev- 
en Crown  range,  Brown-Forman  could 
move  into  the  most  popular  price 
range  while  capitalizing  on  the  grow- 
ing popularity  of  the  lighter  Cana- 
dians. So  far,  at  least,  the  strategy  has 
worked  beautifully.  "Canadian  Mist  is 
selling  at  the  rate  of  1.75  million  cases 
a  year,  up  from  under  a  million  in 
1971,"  says  Brown-Forman  President 


William  Lucas. 

Unlike  VO  and  Canadian  Club, 
Mist  is  not  bottled  in  Canada.  It  is 
shipped  to  Louisville  in  stainless-steel 
tank  cars,  watered  down  to  80  proof 
and  bottled.  "The  tax  savings,"  says 
Brown,  "amount  to  about  30  cents  a 
bottle."  Also,  Mist  is  bottled  when  it 
is  only  four  years  old,  as  against  six 
years  for  some  premium  brands. 
Brown-Forman  says  that  modem 
methods  make  the  extra  aging  un- 
necessary. At  any  rate,  these  factors 
enable  Brown-Forman  to  undersell 
competitors  while  pouring  extra  mon- 
ey into  advertising. 

Brown-Forman  is   also   doing  well 
with   its    Italian    and   French    win 
Its  bourbon  business,  too,  is  ahead  of 
its  field.  "Look  at  Jack  Daniel's,"  layi 
Brown.  "Its  sales  are  up  19%  thil  ywu 
and  it's  on  allocation." 

Who  says  all  the  prizes  go  i<>  the 
big  companies?  ■ 
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"Tilings  Are  So  Bad  I'm  Optimistic 


Carl  E.  Hathaway  thinks  we  are  in 
for  a  recession,  a  sharp  drop  in  com- 
modity prices  and  a  slump  in  cor- 
porate profits  that  could  run  to  25% 
next  year.  Discouraged?  Heck  no. 
Hathaway  couldn't  be  more  pleased: 
"Things  are  so  bad,  I'm  optimistic." 

Hathaway,  a  slim,  very  Ivy  League- 
looking  man  of  40,  supervises  $16 
billion  worth  of  pension  money  at  the 
Morgan  Guaranty  Trust  Co.  of  New 
York,  the  biggest  private  pool  of  cap- 
ital in  the  world.  As  Morgan's  senior 
vice  president  for  pension  investments, 
Hathaway  swings  a  lot  of  weight  in 
Wall  Street.  That  he  is  beginning  to 
commit  some  of  Morgan's  $1.6  billion 
in  reserves  to  common  stocks  can  only 
be  good  news. 

Essentially,  Hathaway  thinks  the 
economic  downturn  now  under  way 
will  shake  the  worst  of  the  inflation 
out  of  the  economy.  This  is  hardly  a 
novel  view.  What  is  important  is  that 
Morgan  Bank  has  adopted  it  and  is 
acting  upon  it. 

Hathaway  thinks  a  healthy  shake- 
out  was  already  under  way  in  the 
form  of  lower  consumer  spending 
when  price  controls  came  along.  Price 
control,  in  his  script,  led  manufac- 
turers to  build  inventories  in  the  an- 
ticipation of  even  higher  prices  and 
worse  shortages.  This  postponed  the 
slump  and  sent  interest  rates  soaring. 
But  now  this  too  is  ending.  Says  he: 

"We  don't  believe  we  can  con- 
tinue to  have  escalating  prices  with 
higher  levels  of  unemployment,  lower 
levels  of  business  activity  and  a 
generally  recessionary  environment 
around  the  world."  Obviously,  the  first 
phrase— "escalating  prices"  is  incon- 
sistent with  the  others.  So,  the  Morgan 
people  expect  to  see  the  inflationary 
spiral  level  off  sharply.  And  soon. 
Listen  to'Carl  Hathaway: 

"You've  already  seen  the  price  of 
copper  in  spot  markets  drop  from 
$1.53  to  63  cents  a  pound  in  a  very 
short  time.  The  Japanese  were  big 
accumulators  of  raw  materials,  and 
they  have  begun  disgorging.  We  think 
the  trend  will  spread  through  the 
rest  of  the  world  economy." 

This  is  bullish  for  common  stocks? 
Yes,  says  Hathaway.  Inflation,  not 
recession,  is  the  major  enemy  of  stock 
values.  "Stocks  will  do  well  if  you 
have  a  relatively  stable  level  of  in- 
flation. But  double-digit  inflation  de- 
bases the  currency  and  destroys  de- 
mocracies by  causing  swings  to  the 


extreme  right  or  left.  The  downturn 
will  set  the  stage  to  make  us  political- 
ly, as  well  as  economically,  healthy." 

Hathaway  would  say  that  the  way 
people  react  to  events  can  be  as  im- 
portant as  the  events  themselves.  For 
example,  to  many  people  Watergate 
and  its  consequences  were  a  disaster. 
But  here's  what  Hathaway  has  to 
say:  "The  American  political  system 
has  just  weathered  the  worst  threat 
to  its  continuity  since  the  Founding 
Fathers,  and  yet  we  had  a  transfer 
of  power  without  a  single  shot  being 
fired."  In  other  words,  Americans  and 
the  American  system  survived  a  tough 
challenge— that's  bullish. 

Now  you  can  see  why  he  is  bullish 
on  the  stock  market  while  bearish  on 
the  economy.  As  far  as  the  economy 
is  concerned,  Hathaway  and  his  aides 
concede  that  they  were  puzzled  for 
a  time.  The  economy  didn't  seem  to 
be  behaving  properly.  Consumer 
spending  was  dropping,  yet  basic  in- 
dustrial demand  remained  strong  and 
interest  rates  kept  rising.  Why 
weren't  the  other  two  following  con- 
sumer spending  down?  But  now  with 
commodity  prices  beginning  to  drop 
and  interest  rates  showing  clear  signs 
of  topping  out,  the  economy  is  acting 
as  it  should.  The  basic  laws  of  econom- 
ics still  apply.  The  American  econo- 
my, like  the  American  political  situa- 
tion, is  facing  distress  but  not  disas- 
ter. That  is  the  Morgan  view. 

At  this  point,  Carl  Hathaway 
brings  out  a  framed  cartoon  (p.  26) 
of  Chicken  Little  telling  the  rest  of  the 
animals  that  the  sky  is  going  to  fall  in. 
"This  shows  what  is  not  going  to 
happen,"  Hathaway  says.  "The  sky 
is  not  going  to  fall  in.  There  is  not 
going  to  be  a  big  depression.  Double- 
digit  inflation  is  going  to  prove  a  pass- 
ing phase."  He  says  that  even  the  oil 
situation  will  simmer  down  as  the  oil 
producers  and  the  oil  users  reach 
accommodation  based  on  the  unde- 
niable fact  that  the  oil  isn't  worth 
much  if  nobody  can  pay  for  it. 

The  Morgan  Bank's  trust  depart- 
ment is  known  to  have  something  like 
$1.6  billion  in  reserves  that  could  be 
switched  into  equities.  If  Morgan 
were  to  try  throwing  it  all  into  stocks, 
you  can  imagine  how  quickly  the 
market  might  turn  around:  $1.6  bil- 
lion is  about  equal  to  a  full  week's 
turnover  on  the  New  York  Stock  Ex- 
change. However,  the  Morgan  Bank 
moves  slowly.  It  has  to.  It  is  that  big. 


What  Makes  Carl  Run?  As  befits  a 
Morgan  Guaranty  senior  vice  presi- 
dent, Carl  Hathaway  looks  like  a  man 
to  the  manner  born.  "Not  at  all,"  he 
says.  "I  was  not  ordained  by  birth 
to  be  here."  He  worked  his  way 
through  Harvard  College  and  Cornell's 
business  school.  "I  can  remember 
picking  potatoes  ar  d  caddying,"  he 
says.  "Working  hard  gets  to  be  a 
habit  if  you  pick  it  up  young." 
He's  proud  that  although  the  Mor- 
gan's customers  have  been  walloped 
in  the  bear  market  by  the  decline 
of  its  favored  one-decision  stocks, 
his  pension  management  department 
hasn't  lost  a  single  client.  Hathaway, 
however,  admits  he  has  lost  some 
sleep.  "In  1970  I  used  to  relax  with  a 
cocktail.  Now  I  have  to  run  perhaps 
two  miles  every  night."  Tensions,  as 
billions  meant  for  the  retirement  of 
American  workers  vanished,  and  the 
nightly  run  help  account  for  his 
fashionably  trim  figure. 
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The  Money  Men 


Hal  says  his  managers  start- 

ed putting  reserves  into  stocks  early 
in  September.  They  stopped  when 
the  market  put  on  its  strong  mid- 
month  rally.  Presumably  they  started 
buying  again  when  the  market  rally 
fizzled  and  the  market  broke  its  "Fri- 
day the  13th"  low.  Hathaway  told 
Fobbes  that  a  final  bottom  was 
probably  "30  to  90  days  away."  That 
was  in  late  September  when  the  Dow 
Joins  industrials  were  at  635.  Pre- 
sumably it  was  that  much  closer  when 
the  DJI  resumed  its  fall  this  month. 

Everybody  wants  to  know  what 
Morgan  is  buying  when  it  buys.  Un- 
derstandably, Hathaway  won't  get 
specific.  However,  he  did  make  a  ma- 
jor confession:  Morgan  has  abandoned 
its  famous  one-decision  growth  stock 
philosophy.  The  idea  was  that  you 
bought  these  stocks  and  never  sold 
them— no  matter  how  high  they 
got— so  long  as  the  companies  them- 
selves continued  to  justify  the  inves- 
tor's faith.  "We  didn't  feel,"  Hatha- 
way says,  explaining  one-decision  rea- 
soning, "that  we  were  smart  enough 
to  buy  and  sell  these  stocks  when 
they  were  going  through  periods  of 
overvaluation  and  then  buy  them 
back  when  they  went  down."  But  he 
no  longer  reasons  this  way.  Now  he 
says,  "When  the  degree  of  valuation 
becomes  excessive,  we  will  be  more 
willing  to  share  our  holdings  with 
new  enthusiasts."  As  a  result  of  this 
philosophy,  he  says,  Morgan  bought 
Disney  "when  it  was  just  two  singing 
mice  and  four  ducks,"  but  didn't  un- 
load it  in  time.  It  has  ridden  Disney 


all  the  way  down  from  122  to  22. 
(We  won't  even  mention  Avon  Prod- 
ucts. Or  Polaroid. ) 

So,  what  is  Morgan  buying  now? 
Hathaway  quickly  points  out  that  it 
hasn't  given  up  on  growth  stocks,  but 
he  agrees  that  the  list  needs  some 
reappraising.  He  concedes  that  Avon 
Products  was  hurt  by  inflation,  since 
Mrs.  America  was  paying  so  much 
for  food  she  didn't  have  as  much 
left  over  for  lipstick.  "But  Procter  & 
Gamble,"  he  says,  "plays  a  different 
role— peanut  butter,  diapers,  deter- 
gents, toothpaste." 

He  does  not  buy  the  thesis  that 
the  big  money  in  the  future  is  going 
to  be  made  by  the  makers  of  indus- 
trial materials.  After  all,  he  says,  the 
basic  producers  can't  prosper  if  the 
consumers  aren't  buying.  "Look,  if 
you  drink  fewer  soft  drinks  in  cans, 
that  is  going  to  affect  the  canmakers 
and  the  steelmakers,  too.  We  don't 
buy  the  thesis  that  the  consumer 
economy  can  be  depressed  while  the 
manufacturing  sector  is  booming." 

But  here's  another  bombshell! 
While  Morgan  still  loves  Internation- 
al Business  Machines,  Xerox  and  P&G, 
it  is  starting  to  dally  with  some  of 
their  less  beautiful  sisters.  In  other 
words,  cyclical  companies  are  no  long- 
er anathema  to  Morgan.  How  so?  "Be- 
cause of  the  low  level  of  the  market, 
we  are  now  looking  at  companies  that 
sell  at  half  of  book  value,  two-thirds 
of  working  capital,  provide  dividends 
that  are  well  secured  and  are  sell- 
ing in  the  marketplace  at  one-half  to 
one-third  of  their  sales  volume.  The 
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"And  so,  extrapolating  from  the  best  figures  available,  we  see  that 
current  trends,  unless  dramatically  reversed,  will  inevitably  lead  to 
a  situation  in  which  the  sky  will  fall." 

Drawing  by  L    renz,  g   1972  The  New  Yorker  Magazine,   Inc. 


market  is  suggesting  that  these  kinds 
of  companies  are  going  out  of  busi- 
ness and  we  don't  believe  that.  The 
break-up  value  of  many  companies 
just  on  a  division-by-division  basis  far 
exceeds  the  market  value  of  their 
^securities." 

Will  he  name  names  that  he  is 
buying?  No,  but  he  will  indicate  gen- 
eral areas.  "We  are  buying  stocks  as- 
sociated with  the  basic  industrial  sec- 
tors of  our  economy— automobiles, 
rubber  products,  basic  metals." 

Hathaway  gives  the  back  of  his 
hand  to  the  gold  bugs  and  silver 
slickers.  "The  economic  value  of  gold 
is  far  less  than  its  value  as  a  proxy 
for  fear  and  greed.  In  history  and 
literature,  gold  has  been  a  symbol 
of  national  and  personal  undoing." 

But  he  can  understand  why  peo- 
ple will  pay  $250  to  attend  seminars 
where  the  gold  and  silver  bugs  push 
their  wares.  After  all,  pessimism  rides 
the  headlines  and  the  airwaves  these 
days.  "The  amount  of  bad  news  that 
is  available  for  consumption  is  literal- 
ly beyond  anyone's  capacity  to  ab- 
sorb," Hathaway  says.  "A  constantly 
declining  market  feeds  on  itself.  The 
psychology  of  fear  increases  and  mag- 
nifies the  actual  problems.  This  is  why 
you  have  bottoms— a  moment  when 
it's  clear  why  the  market  should  go 
lower  and  should  never  go  up  again. 

"But  in  a  way,  this  is  positive,  be- 
cause all  this  accentuates  the  aware- 
ness of  the  problems  and  sets  in  mo- 
tion countervailing  thoughts  and 
forces  to  change  the  direction.  The 
ingredients  have  already  been  set  in 
motion  that  will  lead  to  a  traditional 
recovery."  Oil,  for  example.  Hathaway 
is  encouraged  about  the  sharing  agree- 
ment that  the  major  oil-using  coun- 
tries recently  concluded— remember 
that  Morgan  is  extremely  well  plugged 
in  at  the  highest  levels.  And  Hath- 
away is  cheered  by  a  clear  signal  for 
easier  money  from  the  Fed. 

In  refusing  to  pick  a  precise  bottom, 
Hathaway  is  ducking  the  question  ev- 
erybody is  asking— where 's  the  bot- 
tom? But  maybe  it's  the  wrong  ques- 
tion. Maybe  the  right  question  is:  Axe 
stocks  a  good  buy  at  this  point?  No- 
body consistently  catches  tops  and 
bottoms.  The  smart  investors  are  those 
who  buy  a  little  too  soon  and  sell  a 
little  too  soon.  Hathaway  admits  that 
Morgan  now  wishes  it  had  sold  some 
of  its  growth-stock  holdings  sooner. 
So,  he  isn't  picking  a  bottom  when  he 
says  now  that  Morgan  is  buying.  ll<"s 
merely  saying  that  he'd  rather  Ik-  too 
soon  than  too  late.   ■ 
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A  Dow  Below  400? 


This  headline  is  no  prediction.  It's  a 
fact.  We're  already  there.  At  the  sug- 
gestion of  a  reader,  Forbes'  statisti- 
cians deflated  the  Dow  Jones  indus- 
trial average  to  adjust  for  inflation. 
The  chart  below  shows  the  results. 
Had  an  investor  bought  the  DJI  ten 
years  ago  at  its  then  price  of  $892,  he 
would  now  have  a  purchasing  power 
of  only  $390-a  decline  of  56%. 

In  these  ten  years  the  Consumer 
Price  Index  has  risen  by  61%.  Put 
another  way,  a  1964  dollar  will  buy 
only  62  cents  worth  of  goods  today. 

Suppose  an  investor  had  displayed 
brilliant  timing.  Suppose  he  had  sold 
out  at  the  all-time  high,  when  the 
DJI  hit  1051.70  early  in  January  of 
1973.  Would  he  then  be  ahead  of 
the  game?  Nope.  He  would  still  be 
well  behind  the  eight  ball.  Although 
the  DJI  did  pass  the  1000  mark  in 
1973,  its  value  in  1964  dollars  was 
even  then  only  $772— a  decline  of  13%. 
No  way  you  slice  it  has  the  stock 
market  been  a  hedge  against  inflation. 

But  suppose  you  had  bought  stocks 
way  back  in  the  early  days  of  the 
Great  Bull  Market,  in  1953,  say.  What 
would  the  results  then  be?  You  would 
be  ahead  over  the  21-year  span,  but 
not  by  much.  In  mid- 1953,  just  be- 
fore it  took  off  on   the  longest   bull 


rampage  in  history,  the  DJI  was  at 
255.  At  last  month's  low,  adjusted  for 
the  cost  of  living,  the  DJI  was  worth 
$337  in  1953  dollars.  This  amounted 
to  a  gain  of  32%  in  constant  dollars; 
an  average  compounded  annual  in- 
crease of  1.3%.  Add  in  a  dividend  re- 
turn of  perhaps  4%,  and  you  come  out 
with  an  annual  net  return  of  a  shade 
over  5%.  Not  spectacular,  to  be  sure, 
but  a  good  deal  better  than  an  in- 
vestment in  long  term  bonds.  Remem- 
ber, however,  that  it  took  a  rampaging 
bull  market  to  do  it. 

You  can't,  of  course,  buy  the  av- 
erages. How  would  the  investor  have 
fared  in  individual  Dow  stocks?  It 
depends.  Had  you  bought  Exxon  late 
in  1964,  you  would  have  paid  $89.50 
a  share.  The  stock  was  recently  at 
$61.50.  Deflated  for  the  rise  in  the 
cost  of  living,  your  share  of  Exxon 
is  thus  worth  $38  in  1964  dollars. 
That's  not  very  good. 

How  about  International  Business 
Machines?  Ten  years  ago  it  sold  for 
$107.25,  adjusted  for  splits  and 
stock  dividends;  recently  around  $165. 
Deflated,  the  current  price  would  be 
about  $102  in  1964  dollars. 

In  fact,  only  two  of  the  30  DJI 
stocks  are  ahead  in  the  ten-year  period 
on     a    cost-of -living-adjusted     price: 


Eastman  Kodak  and  Procter  &  Gam- 
ble, up  30%  and  24%  respectively, 
price-adjusted.  (You  can  make  a 
rough  calculation  on  your  own  long- 
term  holdings  by  dividing  the  current 
price  by  1.61  and  then  comparing  this 
with  the  1964  year-end  price. ) 

Over  these  ten  years,  U.S.  corpora- 
tions have  poured  hundreds  of  billions 
of  dollars  of  cash  flow  back  into  new 
plant  and  equipment.  As  a  result,  the 
book  value  of  the  30  Dow  stocks  was 
recently  $643,  up  186%  over  the  pe- 
riod. But  none  of  this  has  been  re- 
flected in  market  price. 

You  can  draw  two  conclusions: 

Conclusion  No.  One:  Stocks  are  a 
lousy  hedge  against  inflation. 

Conclusion  No.  Two:  Stocks  are 
darned  cheap  at  today's  prices,  one  of 
the  few  types  of  property  that  is  seri- 
ously undervalued. 

The  first  conclusion  seems  an  ob- 
vious one,  and  investors,  badly  bat- 
tered, can  be  pardoned  for  drawing 
it.  But  the  second  conclusion  is  a  more 
sophisticated  one.  While  the  cost  of 
living  has  increased  by  61%,  the  price 
of  stocks  has  declined  by  30%.  That's 
just  the  Dow;  the  decline  has  been 
far  worse  if  you  use  other  indices. 
Therefore,  unless  you  believe  that 
free  enterprise  capitalism  has  gone  in- 
to permanent  decline,  the  more  logical 
conclusion  is  that  good  stocks  are  or 
soon  will  be  a  good  buy.  ■ 
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With  Good  Intentions 


The  Department  of  Health,  Education  &  Welfare 
spends  one-third  of  all  U.S.  Government  money. 
But  if  you  are  counting  on  a  cut  in  social  spending 
to  help  curb  inflation,  you  might  as  well  forget  it. 


Federal  spending  now  accounts  for 
at  least  one-fourth  of  the  entire  U.S. 
economy.  Most  economists  agree  that 
a  significant  cut  in  federal  spending 
would  pull  down  soaring  interest  rates 
and  dampen  inflation.  So,  why  not  cut 
the  federal  budget? 

One  reason  is  that  economists  are 
not  at  all  sure  whether  inflation  or 
depression  is  the  worst  danger  facing 
us  today:  Cut  the  budget  too  sharply, 
and  perhaps  you  plunge  the  country 
into  really  hard  times. 

Nevertheless,  President  Gerald 
Ford,  like  the  family  doctor  from 
Grand  Rapids,  has  prescribed  the 
familiar  remedy— the  "old  fashioned 
religion":  Cut  the  federal  budget. 

Will  this  policy  of  "fiscal  restraint" 
work?  Will  the  Federal  Government 
be  able  to  hold  down  its  spending  to 
$300  billion  or  less? 

Not  a  chance.   Whatever  the  theo- 


"Every  time  he  sees  me,  Ribicoff  tells 
me  this  Department  is  unmanage- 
able," says  HEW  Secretary  Caspar 
Weinburger.  "That's  wrong.  The  real 
problem  is  to  persuade  Congress  to 
stop  some  of  these  programs  in  order 
to  redirect  spending— to  achieve  what 
I  call  reductions  in  unrealizable 
expectations.  But  Congress  is  very 
reluctant  to  do  that." 


retical  arguments  pro  and  con,  Wash- 
ington bureaucrats,  legislators  and 
lobbyists  all  know  that  talk  of  cutting 
the  budget  is  just  that— talk. 

But  why  is  it  so  difficult  to  cut  the 
federal  budget?  To  answer  that  ques- 
tion, you  have  to  get  down  to  specific 
programs.  A  good  example  is  the  larg- 
est department  (at  least  in  dollars)  in 
the  Federal  Government:  Health,  Ed- 
ucation &  Welfare.  The  "social  con- 
science of  the  nation,"  as  some  liberal 
staffers  call  it.  The  "largest  spending 
unit  in  the  Western  world,"  as  some 
conservative,  Nixon-appointed,  cost- 
effectiveness  men  call  it.  This  fiscal 
year  HEW  sent  Congress  a  proposed 
budget  of  $110  billion,  some  $27  bil- 
lion over  the  Defense  Department's 
proposed  budget,  after  it  emerged 
from  House-Senate  conference. 

That  $110  billion  represents  a  16% 
increase  over  last  year's  HEW  oudays 
and  has  been  trimmed  hard  by  both 
HEW  top  management  under  Secre- 
tary Caspar  (Cap  the  Knife)  Wein- 
berger and  Roy  Ash's  tough  Office  of 
Management  &  Budget. 

If  anything,  Congress  will  authorize 
higher  HEW  spending,  as  it  has  every 
year  since  1953  when  the  Department 
took  over  from  the  old  Federal  Se- 
curity Administration.  Perhaps  this 
year  Congress  will  try  to  "hide"  those 
increases.  It  will  do  so  through  such 
devices  as  slashing  state  estimates  of 
required  federal  welfare  assistance. 
These  cuts  will  almost  certainly  be 
restored,  quietly,  in  a  "supplemental" 
appropriation. 

Okay.  Let's  look  at  that  $110  bil- 
lion. Leave  aside  for  the  moment  So- 
cial Security,  in  which  part  of  the 
pay  of  working  Americans  is  trans- 
ferred to  retired  Americans.  The  So- 
cial Security  programs  account  for 
some  75%  of  HEW's  budget,  and  are 
about  as  politically  sacred  as  any  fed- 
eral program  could  possibly  be. 
Ask  Barry  Goldwater.  Even  so,  sure- 
ly in  the  remaining  25%  of  HEW's 
budget  there  is  spending  that  might 
be  eliminated,  programs  that  are  no 
longer  needed  or  have  proved  to 
be  ineffective. 

But  is  there,  really?  It  depends  on 
whom  you  talk  to.  Talk  to  the  veter- 
ans (largely  Democratic)  who  set  up 
HEW,  talk  to  most  senators  and  con- 
gressmen,  and  their  answer  is  essen- 
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dally  no;  their  views  will  be  given 
later.  Talk  to  the  largely  Nixon-ap- 
pointed holdovers  who  currently  head 
the  department,  and  they  answer  that 
the  budget  can  and  should  be  cut. 
They  are  not  optimistic  that  the  cuts 
will  ever  be  made.  Listen  to  John  D. 
Young,  HEW  Assistant  Secretary/ 
Comptroller.  "In  this  budget,  we  have 
attempted  to  'zero,'  to  cut  out,  exist- 
ing HEW  programs  with  authorized 
spending  of  about  $1.6  billion  which 
we  think  are  wasteful  or  ineffective." 
That  doesn't  sound  like  much  in  a 
$27.5-billion  budget,  does  it?  "Re- 
member now,"  adds  Young,  "only 
somewhere  between  10%  and  6.5%  of 
our  budget  is  'controllable'  by  us.  In 
addition  to  Social  Security,  Medicaid, 
public  assistance  grants  to  states  and 
most  of  our  formula  grants  in  educa- 
tion are  noncontrollable.  They're  set 
by    law    and    by    formula.    We    must 


"HEW  should  have  been  split  up 
long  ago,"  says  Senator  Abraham  Rib- 
icoff (Dem.,  Conn.),  a  former  HEW 
Secretary.  "It's  beyond  the  capacity  of 
any  one  man  to  manage.  Morale  is 
very  low  over  there  right  now.  No 
one  knows  what's  going  on.  Can  you 
imagine  what  would  happen  if  we 
dumped  health  insurance  into  this? 
It  would  really  be  a  monster!" 


allocate    these    funds    to    the    states." 

If  Young  speaks  with  peculiar  fer- 
vor on  that  point,  it  is  because  in 
fiscal  1973  HEW  "impounded"  some 
$1.5  billion  it  thought  was  being 
wasted,  only  to  have  the  courts  in 
each  of  36  separate  lawsuits  declare 
illegal  such  refusal  to  spend  congres- 
sional appropriations.  Says  Young: 
"Our  frontal-assault  approach  on 
spending  was  a  disaster." 

A  classic  example  of  the  type  of 
HEW  program  Weinberger  and  his 
top  staff  would  like  to  "zero"  is  Hill- 
Burton,  a  25-year-old  program  that 
funds  the  construction  of  new  hospi- 
tals and  the  modernization  of  existing 
facilities  throughout  the  country. 

"It  is  clear  we  have  too  many  hos- 
pital beds,"  argues  Young,  jabbing 
the  top  of  his  uncluttered  circular 
table-desk  with  a  pencil  for  emphasis. 
"We  have  an  estimated  25%  vacancy 
rate  in  hospitals,  and  that  raises  the 
costs  of  medical  care.  So  we  recom- 
mended no  more  funds  for  Hill-Bur- 
ton, and  now  Congress  has  put  back 
some  $200  million.  Money  that  is  no 
longer  needed. 

"Now  the  Department  would  ar- 
gue," he  goes  on,  "that  in  certain 
areas,  such  as  central  cities,  hospi- 
tals are  in  poor  shape  and  funds  ought 
to  be  diverted  to  them.  Some  of  the 
Hill-Burton  money  should  go  for  that, 
but  we  cannot  do  that  without  con- 
gressional approval.  So  what  Con- 
gress will  do,  since  a  lot  of  people 
recognize  the  problem  in  central  cities, 
is  both:  They'll  keep  the  Hill-Burton 
plan  and  then  start  a  new  program  at 
a  higher  level." 

"It's  what  [author]  Theodore 
White  used  to  call  'the  Iron  Trian- 
gle,' "  says  HEW  Secretary  Caspar 
Weinberger.  "The  special-interest 
groups  who  feel  they  are  benefited 
directly,  the  civil  service  groups  who 
administer  these  programs  and  don't 
want  to  lose  their  jobs,  and  the  staffs 
of  the  congressional  committees  who 
don't  want  to  lose  their  jurisdictions 
combine  together  to  create  very  strong 
support  for  existing  programs.  We 
don't    have  -a    countervailing    force." 

Snowballs-With  Dollars 

Not  only  are  existing  programs  al- 
most impossible  to  stop,  complains 
HEW  management,  they  also  tend  to 
snowball.  Partly,  that  results  from  the 
growth  in  the  gross  national  product. 
Perhaps  more  typically,  it  results  from 
"buying  in"— the  willful  underesti- 
mating of  the  future  cost  of  HEW's 
legislated  initiatives. 

"Bilingual  education  is  an  example," 
says  Young.  "Theoretically  that  is 
a  demonstration  program,  but  really 
it  is  a  store  front  for  the  beginning  of 
a  service  program.   The  bureaucracy 
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in  Congress  says,  'We'll  just  start  a 
small  demonstration  program.  Thirty 
projects  at,  say,  $100  million  to  show 
people  how  it's  done.'  So  that's  pro- 
jected at  $100  million  a  year  for  five 
years  out.  You  start  putting  out  the 
projects,  and  pretty  soon  you  realize 
you're  funding  1%  of  the  eligible  pop- 
ulation. That  creates  a  demand  on 
the  part  of  the  other  99%.  Pretty  soon 
someone  goes  to  court  and  says,  'Hey, 
if  this  group  of  people  is  entitled  to 
bilingual  education,  why  am  I  de- 
prived of  it?'  And  the  courts  are  say- 
ing you  can't  provide  services  for  one 
group  without  applying  that  program 
across  the  whole  spectrum  of  the  eligi- 
ble population.  So  the  thing  snow- 
balls, and  what  started  out  as  a  $500- 
million  program  over  five  years  could 
turn  out  to  be  a  $5-billion  program 
over  five  years.  We've  got  a  great 
many  programs  like  that:  Environ- 
mental Education,  Nutrition  &  Health, 
Community  Mental  Health  Centers, 
Alcohol  Treatment,  Drug  Abuse  .... 
They're  all  over." 

Then  there  is  the  so-called  "Wel- 
fare Mess." 

Instead  of  one  coherent  national 
welfare  program,  HEW  has  a  com- 
bined total  of  300  public  assistance 
programs.  Each  has  different  eligi- 
bility standards  and  confusing  forms 
that  require  an  army  of  social  workers 
to  unravel.  Each  program  has  its  own 
take-back  rate  at  which  benefits  fall 
to  zero  as  income  rises. 

In  a  recent  article  in  The  Public 
Interest,  Robert  J.  Lampman  of  the 
University  of  Wisconsin  points  out 
that  if  all  these  programs  were  fully 
funded  by  Congress  and  if  all  eligible 
persons  took  advantage  of  them,  a 
welfare  family  would  be  better  off 
sitting  home  watching  TV  rather  than 
working,  unless  it  could  earn  sub- 
stantially over  $7,100  a  year.  The  re- 
sult, writes  Lampman,  is  a  "depen- 
dency trap." 

In  addition,  writes  ex-HEW  execu- 
tive Rufus  E.  Miles  Jr.  in  his  new 
book,  The  Department  of  Health, 
Education  and  Welfare  (Praeger, 
1974),  there  are  still  such  inequities 
in  the  federal  welfare  programs  as  the 
exclusion  of  poor  families  headed  by 
able-bodied  fathers;  the  lack  of  stan- 
dards to  prevent  some  states  from 
starving  out  their  poor  in  hopes  they 
will  move  elsewhere;  the  fact  that  in 
many  states  the  welfare  allowances  to 
nonworking  poor  exceed  the  wages  of 
full-time  working  poor;  and  the  "in- 
tentional omission"  of  poor,  single  in- 
dividuals and  poor,  childless  families 
below  retirement  age. 

Why  can't  HEW  management 
straighten  out  this  mess?  Isn't  that 
why  there's  a  Department  of  Health, 
Education  &  Welfare  in  the  first  place? 
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Too  many  empty  hospital  beds?  "For  the  nation  as  a  whole,  that's  correct," 
says  former  HEW  Secretary  Wilbur  Cohen.  "But  if  you're  sick  in  Manhattan, 
and  there's  a  hospital  bed  in  Wichita,  Kans.,  does  it  do  you  any  good?" 


We  put  the  question  to  Under  Sec- 
retary Frank  C.  Carlucci,  who  is  the 
equivalent  of  Chief  Operating  Officer 
at  HEW.  Says  he:  "This  Department 
isn't  set  up  like  a  business.  I  don't 
have  that  flexibility.  Congress  is  ob- 
sessed with  organizational  matters,  be- 
cause they  find  that's  an  easy  way 
to  get  credit  for  doing  something— 
to  set  up  more  organizational  entities 
at  a  place  like  HEW. 

"I'll  give  you  an  example,"  Carluc- 
ci  continues.    "We've   got   a  program 


called  Vocational  Rehabilitation; 
we've  got  a  program  called  Educa- 
tion of  the  Handicapped;  and  we've 
got  programs  for  the  mentally  retard- 
ed—all dealing  with  the  same  classi- 
fication of  people.  But  how  can  you 
develop  sensible  program  interfaces 
when  you're  required  to  set  up  three 
different  structures,  three  different 
staffs  reporting  to  three  different  peo- 
ple—and when  you  can't  even  de- 
centralize two  of  them  now  in  order 
to  at  least  manage  them  in  the  same 


Congressional  Spending  Reforms 


The  way  Congress  now  decides  how 
to  spend  money  runs  just  about  op- 
posite from  the  way  logic  dictates. 

House  and  Senate  committees  with 
special  expertise  in  areas  like  HEW 
create  whatever  programs  they  want. 
Then  they  "authorize"  dollar  amounts 
to  finance  them.  Often  these  commit- 
tees become  institutionalized  lobbies. 
Education  programs,  for  example,  are 
normally  authorized  to  spend  about 
three  times  the  amount  that  they  ac- 
tually receive. 

The  job  of  winnowing  various 
spending  authorizations  falls  to  the  ap- 
propriations committees,  whose  mem- 
bers decide  which  proposals  live, 
which  die  and  how  much  money  goes 
to  each.  If  there  were  any  logic  to 
the  process,  members'  whims  could 
upset  it.  This  year  administrators  of 
the  National  Institute  of  Education,  a 
two-year-old  agency,  managed  to  of- 
fend Senator  Warren  Magnuson 
(Dem.,  Wash.),  chairman  of  the  rele- 
vant appropriations  subcommittee. 
Largely  for  that  reason,  the  Senate 
voted  to  eliminate  NIE  completely  de- 
spite an  authorization  of  $550  million 
over  three  years. 

"The  way  the  system  works  now  is 
all  screwed  up,"  says  Representative 
David  Obey  (Dem.,  Wis.),  a  member 
of  the  House  Appropriations  Commit- 
tee and  an  early  backer  of  budget  re- 
form. "The  appropriations  committees 


have  very  little  understanding  of  what 
the  true  needs  of  various  programs 
are.  The  new  Budget  Committee 
should  allocate  amounts  to  various 
areas,  and  then  the  authorizing  com- 
mittees can  figure  out  what  will  and 
won't  work.  That  way  the  people  who 
know  the  most  about  a  subject  will 
make  the  really  tough  decisions." 

Congress  being  what  it  is,  of  course, 
that  won't  happen  soon.  Changes, 
however,  are  coming.  Both  Houses 
have  set  up  budget  committees  to  re- 
view the  President's  requests,  make 
basic  economic  decisions  about  the 
size  of  total  spending  and  allocate 
dollar  amounts  to  broad  categories. 
The  appropriations  committees  are 
too  potent  a  force  to  be  abolished,  so 
they'll  still  have  a  veto  power.  Though 
such  a  three-tiered  process  is  awk- 
ward, it's  a  step  in  the  right  direction. 

Real  reformers  would  go  even  fur- 
ther. The  Select  Committee  on  Com- 
mittees, chaired  by  Representative 
Richard  Boiling  (Dem.,  Mo.),  pro- 
poses that  authorizing  committees  have 
mandatory  oversight  jurisdiction  over 
those  areas  they  handle.  That  way  the 
job  of  following  up  on  legislation  that 
may  not  be  working  properly  would 
be  handed  to  those  legislators  most 
knowledgeable  in  the  subject.  The 
Government  Operations  Committee 
now  has  a  broad  watchdog  responsi- 
bility for  all  legislative  oversight. 


place?  It's  really  frustrating." 

Not  surprisingly,  with  some  300 
separate  programs  to  administer, 
HEW  finds  that  "abuses"  in  some  are 
running  rampant.  For  example,  in  the 
Aid  to  Families  with  Dependent 
Children  program,  according  to 
HEW's  fiscal  1975  budget,  nearly  one 
out  of  every  four  recipients  is  paid  too 
much,  and  one  out  of  every  ten  is  in- 
eligible. To  remedy  problems  like  that, 
Carlucci  tried  to  set  up  an  Office  of 
Inspection.  Congress  was  cool. 

"This  agency  spends  $110  billion 
a  year  and  they  limited  us  to  19  in- 
spectors," says  Carlucci.  "The  Depart- 
ment of  Agriculture  has  70  inspectors 
for  its  food-stamp  program  alone.  I 
guess  that's  the  kind  of  thing  you  cut 
out  because  that's  'overhead,'  but  it 
seems  to  me  to  be  the  height  of 
irresponsibility." 

Okay,  now  what  would  the  text- 
book recommend  for  a  huge  organi- 
zation with  all  these  programs  and 
an  unchangeable  organizational  struc- 
ture that  is  entirely  program-oriented? 
Clearly,  the  burden  of  coordination 
falls  too  heavily  on  top  management. 
The  solution  is  simple:  Decentralize 
what  you  can. 

Well,  that's  exactly  what  Wein- 
berger and  Carlucci  attempted.  Each 
of  HEW's  ten  regional  offices  was 
strengthened,  and  decision-making  au- 
thority was  delegated  so  that  indi- 
vidual grants  from  all  programs  could 
be  coordinated  regionally. 

"We  were  just  stopped  dead  in  our 
tracks,"  says  Carlucci.  "Congress  says 
we  cannot  move  any  decision-making 
authority  from  a  person  here  in  Wash- 
ington to  an  HEW  person  in  the  San 
Francisco  regional  office  without  a 
law  saying  we  can  do  that.  The  Con- 
gressmen seem  to  think  that  they'll 
lose  control. 

"Meanwhile,"  he  goes  on,  obviously 
exasperated,  "you  go  out  and  talk  to 
a  welfare  family  and  they'll  have  18 
different  caseworkers  each  working 
with  a  different  agency.  It's  a  total 
absurdity.  You  could  take  the  salaries 
of  those  caseworkers  and  just  give  the 
money  to  the  family  and  they'll  prob- 
ably be  out  of  poverty.  Instead  of  a 
food-stamp  program  and  a  welfare 
program  and  a  housing  program  and 
some  of  these  other  things,  we  would 
be  a  lot  better  off,  in  my  opinion,  il 
we  just  cashed  them  out  and  gave 
these  people  money.  Let  them  make 
their  own  choices." 

Caspar  Weinberger  is  equally  (lis 
couraged.  "None  of  this  would  in  it 
ter,"  he  says,  "if  we  could  be  sure  \\  e 
were  getting  a  great  deal  of  good 
results  and  effectiveness  bom  each 
dollar  spent.  But  we  are  quite  lUTfl 
we  are  not.  And  you  see  some  of  the 
results  of  this  in  European  oountrj 
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I  From  a  brilliant  past ...  a  brilliant  present. 

i  Announcing  Cadillac  1975.  As  responsive  to  the  needs  of  today's  luxury  car  owner 
I  as  was  the  1938  Cadillac  Town  Car  in  its  day.  With  better  overall  operating  economy 
I  than  its  efficient  1974  counterpart.  With  an  array  of  standard  features  unsurpassed  in 
Cadillac  history.  With  new  features  available... like  the  Astroroof.  New  excitement. 
New  efficiency.  New  value.  Then  and  Now. . .  an  American  Standard  for  the  World. 

Cadillac 
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(W  Of  EXCELLENCE 


Cadillac  Motor  Car  Division 


How  come  there's  no 
Moscow  Mercantile  Exchange? 


■  i 


Should  HEW  funding  support  stu- 
dent busing  to  achieve  racial  balance? 
No,  voted  the  Senate,  45  to  42. 

England,  Italy,  France  and  the  Scan- 
dinavian countries  are  spending  so 
much  on  social  services  now  that 
they  are  causing  inflation  (see  box, 
p.  41).  And  they  are  almost  com- 
pletely unable  to  act.  The  Italian  gov- 
ernment knows  what  the  trouble  is, 
but  they  literally  aren't  able  to  do  any- 


thing about  it  because  of  the  strength 
of  the  groups  supporting  these  pro- 
grams. Some  of  the  public  hospitals 
in  Italy  are  starting  to  close  because 
they  simply  don't  have  enough  funds 
to  finance  this  ever-increasing  scale 
of  benefits." 

The  Other  Side 

So  much  for  the  Nixon  appointees. 
These  are  men  who  went  in  with  a 
determination  to  cut  waste.  By  their 
own  admission,  they  have  failed.  They 
will,  in  all  probability,  soon  be  re- 
placed with  people  more  congenial  to 
Congress.  Yet  even  these  budget-cut- 
ting types  do  not  talk  in  terms  of 
major  cuts  in  social  spending;  at  best 
a  billion  or  two— not  to  be  sneezed 
at,  but  unlikely  to  make  much  of  a 
dent  in  inflation. 

There  is  another  point  of  view  in 
Washington,  a  point  of  view  much 
more  likely  to  prevail.  If  it  does  we 
are  going  to  have  more  social  spend- 
ing, not  less.  Listen  to  Represen- 
tative John  Brademas  (Dem.,  Ind.), 
a  senior  member  on  the  Committee 
on  Education  &  Labor,  deputy  ma- 
jority whip  of  the  House  and  a  for- 
mer Rhodes  Scholar.  Says  Brademas: 
"These  people  have  a  CPA  attitude 
toward  meeting  the  problems  of  the 
public.  Weinberger  is  fundamentally 
a  man  with  a  Ronald  Reagan  mental- 
ity. The  Department  is  being  run  by 
people  who  don't  agree  with  its  ob- 


HEW  spends  $16.8  billion  of  its 
budget  on  the  welfare  lines  and 
in  aid  to  the  retired  poor. 

jectives.  There's  a  widely  accepted 
shibboleth  that  most  of  the  existing 
programs  aren't  working.  They  say 
'We've  tried  it  and  it  won't  work,'  be- 
cause they  don't  believe  in  the  ob- 
jectives in  the  first  place.  Not  enough 
effort  has  been  made  to  find  out  what 
is  working  and  what  isn't." 


Wilbur  Cohen  On  Social  Spending 


Supposed  truth:  Welfare  programs 
are  obviously  self-defeating  in  that 
they  encourage  some  people  not  to 
go  to  work  at  all. 

"The  real  point  is  there  just  aren't 
the  jobs  for  these  people.  You've  got 
about  3.5  million  women  on  welfare. 
You're  not  talking  about  men,  you're 
talking  about  women.  They  all  have 
children,  so  if  you  want  them  to  work, 
you  not  only  have  to  give  them  in- 
centives, you've  got  to  take  care  of 
their  children.  They  are  mostly  fitted 
for  unskilled  labor— domestic  service, 
laundries,  delivering  food  in  nursing 
homes.  And  they  are  concentrated 
in  metropolitan  areas. 

"Now  I  think  if  Congress  felt  that 
providing  more  money  for  day  care 
for  these  women  with  children  would 
cause  all  those  women  to  go  to  work, 
I  think  they'd  pass  that  bill.  But  Con- 
gress is  realistic.  They  know  the  jobs 
aren't  there.  I  would  estimate  that 
with  the  greatest  of  effort,  we  couldn't 
get  more  than  100,000  of  them  jobs 
next  year.  And  you  know  how  much 
such  a  program  would  cost?  Several 
billions  of  dollars." 


Supposed  truth:  The  Federal  Gov- 
ernment is  being  sucked  more  and 
more  into  welfare. 

"That's  correct.  No  question  about 
it.  President  Nixon  was  the  one  who 
wanted  to  put  a  floor  under  welfare 
payments  and  he  wanted  to  add  more 
people  to  the  roles.  He  thought  that 
was  a  more  rational  program.  And  it 
was.  You  want  a  more  rational  pro- 
gram, it'll  cost  you  more  money. 
That's  why  Congress  dropped  his 
program." 

Supposed  truth:  Free  enterprise  op- 
poses national  health  insurance. 

"I  met  v/ith  the  president  of  one  of 
the  five  largest  corporations  in  the 
U.S.,  and  he  said,  'Look.  I  make  prod- 
uct X.  I  don't  know  anything  about 
health  insurance.  Can't  you  get  me 
out  of  negotiating  with  the  union  on 
health  insurance?  I  won't  say  this  pub- 
licly, but  I'm  in  favor  of  national 
health  insurance.  Let  Congress  de- 
cide that.'  He's  arguing  that  his  union 
is  always  pushing  to  have  his  compa- 
ny  lead  the  way  in  benefits,  which 


is  what  happens  in  national  collec- 
tive bargaining.  National  health  in- 
surance would  relieve  him  of  at  least 
that  differential  expense." 

Supposed  truth:  It  wouldn't  be 
hard  to  cut  $1.6  billion  out  of  HEW. 

"If  they  work  their  fannies  off, 
they'll  save  $1.98  after  hundreds  of 
man-hours  of  work.  What  they  should 
do  is  try  to  get  costs  down.  On  the 
medical  side,  they  could  do  that  by 
1)  adopting  a  fixed-fee  schedule  for 
doctors  requiring  th^m  to  accept  a 
fixed  amount  for  their  services,  2)  re- 
quiring hospitals  to  use  fixed  budgets 
instead  of  "reasonable  cost,"  which 
is  a  kind  of  cost-plus  contract,  3)  forc- 
ing public  disclosure  and  4)  spread- 
ing out  depreciation  costs  over  a  long- 
er period.  That  could  save  $5  billion. 
It's  a  question  of  political  judgment, 
if  nothing  else.  A  politician  who  says, 
'I've  worked  out  a  plan  that  gets  you 
the  same  medical  care  at  less  cost'  is 
a  hero.  A  politician  who  says,  Tn 
my  community  you  can't  build  that 
new  hospital  or  modernize  that  old 
one,'  is  a  bum." 
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In  one  coffee  break 

CalComp's  Automated  Tape  Library 

can  find  and  load  40  reels. 


This  librarian  doesn't  run 
on  coffee. 

The  only  way  it  can  load 
the  wrong  reel  is  if  you  tell  it  to. 

Behind  that  innocent 
front  it  can  store  over  6,000 
reels  of  W  tape.  It  can  find 
and  mount  any  one  of  those 
reels  in  an  average  time  of 
15  seconds.  And  it  can  serve 
32  separate  tape  drives. 

The  tapes  are  automatically 
selected,  mounted  and  then 
dismounted  and  returned 
when  the  job  is  done.  Human 


hands  never  touch  a  thing. 

The  wrong  reel  never 
comes  through  those  entry 
ports.  And  physical  damage  or 
loss  of  a  tape  is  a  thing  of 
the  past. 

You  could  justify  purchas- 
ing The  CalComp  Automated 
Tape  Library  from  any  angle. 

The  increased  efficiency  is 
obvious.  So  are  the  reduced 
operating  costs.  But 
just  think  of  your 
valuable  tapes,  safe  at 
last,  24  hours  a  day. 
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You've  got  to  see  it  to 
believe  it.  Call  or  write  your 
local  CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,  FB-10-74, 2411  West 
La  Palma  Avenue,  Anaheim, 
California  92801.  (714)  821-2011. 


Isn't     that     difficult     to     measure? 

"Not  always,"  replies  Brademas.  In 
fiscal  1972,  he  explains,  the  Federal 
Government  spent  «$560  million  for 
Vocational  Rehabilitation  Services,  a 
program  to  aid  state  programs.  As  a 
result,  more  than  326,000  people  were 
able  to  go  back  into  the  work  force 
that  year  alone.  About  51,000  of  those 
people  had  been  on  welfare.  The  sav- 
ings in  getting  them  off  welfare  alone 
was  $34.2  million.  Additionally,  the 
entire  group  increased  its  earned  in- 
come as  a  result  of  the  program  from 
about  $250  million  to  $1  billion  an- 
nually. The  effective  tax  bite  on  this 
would  be  about  5%,  or  $50  million. 
Research  indicates  that,  projecting 
this  into  the  future,  vocational  reha- 
bilitation will  yield  a  benefit  ratio  of 
future  taxes  to  current  costs  of  from 
8  to  1— HEW's  "unrealistically  low 
estimate"— to  as  high  as  35  to  1. 


What  about  Hill-Burton  still  fund- 
ing new  hospital  construction  when 
the  vacancy  rate  is  25%?  We  put  the 
question  to  Presidential  hopeful,  Sen- 
ator Walter  Mondale  (Dem.,  Minn.). 
Mondale  is  a  member  of  the  Finance 
Committee,  the  Committee  on  Labor 
&  Public  Welfare,  and  the  new  Budg- 
et Committee.  "I  reject  their  argu- 
ments on  Hill-Burton,"  says  Mondale. 
"They  keep  hanging  on  to  those  fig- 
ures, saying  there  are  too  many  beds. 
We  say  'Where?  What  kind  of  beds? 
Are  they  adequate?'  They  don't  want 
to  talk  about  that.  They  don't  look 
at  the  number  of  hospital  units  that 
are  run  down  and  useless,  that  need 
modernization.  We  revised  the  pro- 
gram five  years  ago  to  specify  that 
the  money  only  go  to  facilities  in 
areas  where  there's  a  demonstrable 
need.  They're  just  wrong." 

Bilingual    education?    Snowballing 


"demonstration  projects"  running  out 
of  control? 

"I've  been  all  through  Indian  edu- 
cation and  bilingual  education,"  Mon- 
dale replies.  "I  can  guarantee  that 
unless  we  do  a  better  job  of  training 
children  in  the  language  they  bring 
to  school  and  show  some  respect  for 
their  culture,  those  kids  are  not  going 
to  learn.  Weinberger  knows  nothing 
^about  that. 

"Look,"  Mondale  goes  on,  getting 
up  and  walking  over  to  bookshelves 
crammed  with  minutes  of  his  educa- 
tion hearings,  "I've  spent  years  talk- 
ing to  educators,  teachers,  principals, 
and  economists.  .  .  .  Mr.  Weinberger 
doesn't  know  what's  going  on,  but  he's 
got  the  arrogance.  .  .  .  He  simply  has 
no  feeling  for  these  problems." 

Senator  Mondale  concedes  that 
more  should  be  done  to  measure  the 
effectiveness  of  the  various  programs. 


An  Efficient  Bureaucracy 


Nearly  one  dollar  out  of  every 
four  that  the  Federal  Government 
spends  goes  to  the  Social  Security  Ad- 
ministration. This  is  over  two- thirds 
of  the  entire  budget  of  the  Depart- 
ment of  Health,  Education  &  Welfare. 
But  in  a  major  sense,  Social  Secur- 
ity isn't  government  spending  at  all. 
The  program  simply  transfers  money 
from  workers  to  those  who  have  re- 
tired. For  the  present,  this  federal  ben- 
efit plan  is  entirely  self-supporting.  In 
fact,  Social  Security  and  Medicare 
—Uncle  Sam's  mandatory  hospital  in- 
surance—produced a  budget  surplus 
last  year  of  more  than  $3.5  billion. 

That  makes  SSA's  economic  impact 
deflationary.  And  it  leaves  SSA  with 
about    $50    billion    in     accumulated 
trust  funds  to  invest  in  fed- 
eral securities.    (The  income 
is  double  SSA's  operating  ex- 
penses.)   If   SSA   were   fully 
funded  (like  a  private  insur- 
er), its  programs  would  re- 
quire a  $2.4-trillion  reserve- 
ten  times  that  of  the  entire 
life  insurance  industry. 

Pay-as-you-go  financing, 
however,  may  not  always 
work.  In  the  future,  if  retirees 
begin  to  draw  funds  faster 
than  wage  taxes  produce 
them,  SSA  may  run  up  a 
deficit.  Should  that  happen, 
the  world  won't  end.  Con- 
gress has  three  options:  cut 
benefits,  raise  taxes  or  add 
money  from  general  govern- 
ment revenues. 

Although  SSA  is  part  of 
HEW,  it  runs  pretty  much 
on  its  own.  "Politics,"  says 
Commissioner    James     Card- 
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well,  "just  isn't  a  factor  in  this  agen- 
cy." Marion  Folsom,  former  treasurer 
of  Eastman  Kodak  and  HEW  Secre- 
tary under  President  Eisenhower, 
helped  design  the  system. 

SSA  grew  up  with  the  computer. 
In  its  early  days  it  worked  closely 
with  International  Business  Machines. 
"When  you  look  at  the  technology 
IBM  developed  in  the  Thirties  and 
Forties,"  says  Arthur  Hess,  second  in 
command  at  SSA,  "a  lot  of  it  was 
done  right  here  specifically  for  us." 
Unlike  the  Post  Office,  SSA  was  au- 
tomated almost  from  the  start  and 
never  did  choke  from  featherbedding 
and  bureaucracy.  It  disburses  its  $75 
billion  a  year  with  operating  expenses 
of  only  about  $1.4  billion.  Economies 
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of  scale  make  it  more  efficient  than 
any  private  insurer. 

However,  there  are  problems 
ahead.  In  1966  Medicare  was  handed 
to  the  SSA  to  administer.  In  1970  a 
program  of  Black  Lung  benefits  for 
coal  miners  was  added.  This  year  Con- 
gress threw  in  Supplemental  Securi- 
ty Income,  a  welfare  program  with  a 
possible  budget  of  $12  billion  and  6 
million  potential  recipients. 

That  brought  new  problems  for 
SSA.  Social  Security  is  chiefly  paper- 
work, but  welfare  requires  more  di- 
rect contact  with  individuals.  "In  New 
York  we  found  ourselves  dealing  with 
welfare  clients  and  addicts,  people 
who  would  pound  their  fists  on  the  ta- 
ble and  demand  money,"  says  Deputy 
Commissioner  Hess.  "We 
really  weren't  prepared." 

Things  will  get  even  more 
burdensome  if  proposed  na- 
tional health  insurance  is 
handed  to  SSA  to  adminis- 
ter.    Already     expenses     take 

12.3%   out   ol    every    benefit 

dollar  lor  individual  doctor 
bills,  r.v.  only  1.4%  lor  the  old- 
age  retirement  program. 

The  danger  is  that  the 
highly  efficient  Social  Securi- 
ty system— the  "white-hat  bu- 
reaucracy"—will  be  swamped 
by  making  it  perform  tasks 
lor     which     it     was     not     dfl 

signed.  This  is  a  basic   prob 

lein   in   social   spending:    Sim 
ply        voting        inone\        isn't 
enough;      yon      must      design 
systems   to   spend    it    piopeib 
as      with      Social      Se<iinl\ 

Other    social     welfare    still 

struggles    with    the    problem. 
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The  Mercedes-Benz  450SE. 
Will  the  others  ever  catch  up? 


Mercedes-Benz  has  always  en- 
gineered automobiles  which  are 
ahead  of  their  time.  Many  of  the 
concepts  that  put  these  automo- 
biles ahead  were  pioneered  by 
Mercedes-Benz  over  20  years 
ago.  They  are  still  not  found  in 
any  American  sedan. 

The  450SE  has  moved  Mercedes- 
Benz  even  farther  ahead.  It  has  de- 
veloped the  basic  systems  of  the 
automobile  to  greater  heights  than 
any  other  sedan  in  Mercedes-Benz 
history.  Will  the  other  manufactur- 
ers ever  catch  up?  Read  the  follow- 
ing. Then  decide  for  yourself. 

Shape  arid  size  of  the  future 

The  450SE  looks  as  if  it  were  de- 
signed in  a  wind  tunnel,  not  a  styl- 
ing center.  It  was.  Its  aerodynamic 
design  harnesses  airflow  instead  of 
fighting  it. 

On  theoutside,  the450SESedan 
is  not  as  big  *as  a  full-sized  Ameri- 
can car.  The  only  thing  big  about 
this  Mercedes-Benz  is  the  amount 
of  room  inside.  The  450SE  is  a  five- 
passenger  sedan  with  fully  20  cubic 
teet  of  trunk  space.  And  its  25.4- 
gallon  gas  tank  can  give  you  about 
400  miles  of  cruising  range. 


The  engine  of  tomorrow 

The  engine  in  the  450SE  is  a  sensible 
276-cubk  inch  V-8.  An  overhead  cam- 
shaft design  featuring  computerized, 
electronic  fuel  injection,  this  clean 
burning  engine  delivers  good  mileage 
without  paying  a  performance  penalty. 
An  engine  others  will  strive  for  tomor- 
row—available in  the  450SE  today. 


The  best  handling 
Mercedes-Benz  Sedan  ever 

It's  almost  unfair  to  compare  a 
450SE's  handling  with  a  domestic 
sedan's.  Each  wheel  on  a  450SE  is 
suspended  separately.  So,  unlike  all 
domestic  sedans  which  continue  to 
have  the  same  basic  wagon- type 
rear  axle  they  have  had  for  decades, 
the  suspension  of  a  450SE  is  fully 
independent. 

Mercedes-Benz  goes  to  great  ex- 
pense and  effort  to  initiate  new  sus- 
pension developments.  They  can 
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spell  the  difference  between  acci- 
dent and  incident.  Ahead  of  their 
time?  Unfortunately,  for  other  sedan 
owners,  years  ahead.  Owners  of  the 
450SE,  however,  can  call  on  these 
developments  right  now,  and  every 
time  they  take  the  wheel. 

Safety  first 

The  structure  of  the  450SE  is  the 
latest  in  a  series  of  Mercedes-Benz 
developments  of  the  patented  rigid 
passenger  cell/deformable  extrem- 
ity construction.  It  is  designed  so 
that  the  front  and  rear  extremities 
absorb  force  in  the  event  of  an 
impact,  to  help  the  passenger  cell 
remain  intact. 

One  final  thought.  Today,  when 
more  than  ever  everyone  is  search- 
ing for  lasting  value,  a  Mercedes- 
Benz  450SE  makes  good  sense. 
After  all,  an  automobile  which  is 
years  ahead  of  the  rest  today  is  far 
more  likely  to  hold  its 
value  while  the  others 
are  trying  to  catch  up 
tomorrow. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 


"Getting  things  done 

when  we  want  them  done 

is  a  lot  easier  with 

virtual  storager 

Few  developments  so  greatly  enhance  the  usefulness  of  the  computer  as  does  virtual 
storage.  By  increasing  the  effective  or  "virtual"  capacity  of  the  IBM  System/370  to  store  data, 
virtual  storage  opens  the  way  to  a  wide  range  of  user  benefits. 

Here  three  companies  report  on  their  experiences  with  virtual  storage  systems. 

At  Pennwalt,"more  work 
processed  for  more  users'.' 

Pennwalt  Corporation  makes  and  sells 
chemicals,  health  products  and  specialized 
equipment  throughout  much  of  the  world.  In 
six  years  the  company  has  doubled  in  size,  with 
data  processing  demands  growing  even  more 
rapidly. 

In  response  Pennwalt  converted  to  virtual 
storage.  More  than  half  the  company's  domestic 
operations  are  expected  to  be  on  line  to  the 
central  computer  next  year. 

Conversion  is  taking  place  in  phases,  with 
little  if  any  disruption  in  service.  Almost  from 
the  start  dramatic  improvements  in  operations 
became  evident. 

"Getting  things  done  when  we  want  them  done  is  a  lot  easier  with  virtual  storage','  says 
James  McGrath,  manager  of  EDP  services.  "Our  Model  145  computer  now  allocates  its  re- 
sources more  effectively.  It  processes  more  work  for  more  users  —  including  t  h<  >se  at  Pennwalt 
locations  remote  from  the  Philadelphia  headquarters'.' 

T.  R.  Bell,  general  manager  of  Pennwalts  technological  center  at  King  of  Prussia,  Pa., 
agrees.  "For  example,  our  research  people  can  now  get  complex  technical  information  on  some 
18,000  compounds  in  a  matter  of  minutes',' he  says.  "Before  virtual  storage  expanded  our  on-line 


Pennwalt  makes  chemicals,  pharmaceuticals,  dental 
health  products  and  specialized  equipment. 


capabilities,  they  might  have  had  to  wait  as  long  as  24  hours  for  such  information'.' 


. 


The  Millville,  N.J.  plant  of  Wheaton  Glass 
is  a  major  producer  of  specialty  glassware. 


At  Wheaton  Glass,  "now  we  can 
run  big-computer  jobs!' 

The  data  processing  function  at  Wheaton  Glass,  a 
division  of  Wheaton  Industries  at  Millville,  New  Jersey, 
is  impressive  in  its  scope  and  variety. 

Six  major  areas  of  the  company's  operations  are  on 
line  to  the  central  computer.  A  wide  range  of  transactions 
can  be  processed  without  delay  through  interactive  vi- 
sual display  terminals.  The  company  can  thereby  react 
almost  immediately  to  most  customer  requests,  enhanc- 
ing customer  service. 

The  Model  125  computer  is  relatively  small.  Yet 
because  it  operates  under  virtual  storage  it  has  capabili- 
ties formerly  associated  only  with  much  larger  systems. 
"Virtual  storage  proved  to  be  the  answer  to  our 
growing  computer  workload','  says  Frank  H.  Wheaton, 
Jr.,  president  of  Wheaton  Industries.  "We  are  one  of  the 
few  firms  that  will  fill  emergency  orders  for  glassware  within  24  hours.  Our  computer  system 
under  virtual  storage  is  instrumental  in  making  possible  such  service  to  our  customers'.' 

At  Motorola,  "it's  the  key 
to  our  worldwide  data  sy stem'.' 

"We  strive  to  maintain  a  tight  de- 
livery schedule  for  our  customized  com- 
munications systems— worldwide.  Our 
two  Model  158s  with  virtual  storage  are 
the  key  to  a  worldwide  data  system  that 
helps  make  such  quick  deliveries  possible'.' 

So  says  Thomas  Koch,  manager  of 
international  manufacturing  operations 
of  the  Communications  Division  of  Motor- 
ola at  Schaumburg,  Illinois.  Plants  in  the 
United  States  and  abroad  now  share  a 
common  data  base  for  order  entry,  purchasing  and  material  control,  with  the  application 
running  under  virtual  storage  at  Motorola's  Chicago  computing  center.  As  a  result,  manu- 
facturing operations  are  closely  adjusted  to  product  demand,  production  can  be  scheduled 
with  closer  tolerances  and  shipment  dates  made  with  assurance. 

"Growth  is  a  fact  of  life  at  Motorola','  says  Koch.  "We  wanted  to  be  able  to  handle  constantly 
increasing  production  while  maintaining  our  high  standards  of  customer  service.  Virtual  stor- 
age has  been  of  immense  help  in  enabling  us  to  achieve  this'.' 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write  IBM 
Corp.,  Dept.  83F-FO,  1133  Westchester  Avenue,  White  Plains,  N.Y.  10604 


Motorola's  Thomas  Koch  demonstrates  communications 
equipment  at  Schaumburg,  III.  division  headquarters. 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 


America's  600  million  acres  of  trees. 
They  need  to  be  nourished,  managed  and  protected. 

It's  a  job  for  a  Bell. 


One-fourth  of  America's  land  is  commercial 
forest. 

It's  timber  we  need  for  homes,  furniture,  news- 
papers, books,  and  a  thousand  other  wood  and 
paper  products. 

If  it's  going  to  be  there  tomorrow,  we  can't  use 
it  up  today.  We  have  to  nourish,  manage  and  pro- 
tect our  600  million  acres  of  trees. 

Bell  helicopters  are  doing  the  job. 

Bells  do  the  planting  to  replace  the  harvested 
trees.  Bells  fertilize  the  seedlings  to  keep  them 
growing.  Bells  spray  the  bugs  and  blights  that  are 
the  number  one  killers  of  American  timber. 

And  Bells  help  put  out  the  fires.  They're  a  big 
reason  why  forest  fire  losses  have  been  cut  by  800 
per  cent  over  the  past  20  years. 
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A  Bell  gives  the  forester  unprecedented  access 
to  his  forest. 

A  Bell  doesn't  need  a  road.  It  doesn't  even  need 
a  runway.  It  can  take  off  or  land  almost  any  place  a 
man  can  stand. 

No  other  vehicle  is  as  independent  of  geograph- 
ical conditions. 

That's  why  Bell  helicopters  are  especially  impor- 
tant to  people  in  the  resource  and  energy  fields. 
Fields  like  forestry,  petroleum,  mining  and  power 
transmission. 

Today,  everybody  involved  in  managing  our 
environment  has  got  a  big  job  on  his  hands. 

It's  a  job  for  a  Bell.  people 

the  world  over 


depend  on 


Bell 

HELICOPTER 
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He  is,  however,  unwilling  to  leave  the 
job  of  measuring  and  judging  exclu- 
sively to  the  bureaucrats.  "Every  pro- 
gram," he  says,  "ought  to  be  required 
to  declare  its  objectives,  and  funds 
ought  to  be  set  aside  to  evaluate  it 
with  field  teams,  accounting  and  out- 
side appraisals.  The  results  should  be 
released  to  the  public.  Without  that 
it's  government  by  hunch." 

But  how  do  you  measure  the  social 
worth  of  these  programs?  Even  cost- 
conscious  Nixon  appointees  confess 
that  using  cost-effectiveness  measures 
on  social  spending  is  a  tricky  business. 
"Over  the  last  ten  years  we've  spent 
$3  billion  to  $4  billion  on  medical 
schools,  for  example,"  explains  Dr. 
Charles  Edwards,  HEW  Assistant  Sec- 


retary for  Health.  "We've  made  dra- 
matic increases  in  the  medical  school 
enrollment  and  in  the  number  of 
schools.  If  you  look  at  it  from  a  med- 
ical school  point  of  view,  we've  done 
a  phenomenal  job.  If  you  look  at  it  in 
terms  of  national  health,  we've  done 
a  crappy  job:  We  still  have  a  serious 
shortage  of  primary  medical  care,  and 
we  have  lots  of  trouble  getting  a 
sufficient  number  of  doctors  into  un- 
derpopulated areas." 

What  about  the  charges  that  Con- 
gress won't  permit  HEW  management 
to  "rationalize"  the  patchwork  of  re- 
lated grants  in  order  to  achieve  econ- 
omies and  eliminate  inequities? 

"If  the  Administration  wants  the 
freedom    to    pick    out    program    ap- 


The  Hidden  Costs  Of  Womb-To-Tomb 


While  British  Tommies  were  fighting 
in  the  deserts  of  North  Africa,  the 
jungles  of  Burma  and  the  fjords  of 
Norway  during  World  War  II,  their 
morale  was  lifted  by  the  Beveridge 
Plan.  It  was  the  brainchild  of  the 
late  Sir  William  Beveridge,  a  distin- 
guished civil  servant,  and  it  promised 
a  better  life  for  the  average  Briton 
when  the  shooting  stopped.  Beveridge 
believed  it  was  not  enough  for  the 
democracies  to  oppose  totalitarian- 
ism; they  ought  to  be  for  a  decent 
standard  of  fife  for  all. 

Today— for  better  or  for  worse— the 
Beveridge  Plan  has  become  the  wel- 
fare state.  In  the  U.S.  the  various 
governments  collect  about  32%  of  the 
national  income  in  the  form  of  taxes. 
In  Britain  the  figure  is  nearly  44%,  the 
bulk  of  that  returning  to  the  citizenry 
in  a  wide  range  of  social  services. 

Britain's  comprehensive  health  ser- 
vices are  an  example. 

Britain  spends  just  over  5%  of  its 
gross  national  product  on  health  ser- 
vices. The  U.S.  spends  over  8%,  and 
there  is  litde  argument  that  Britain 
provides  a  better  level  of  health  care 
to  all  its  citizens  than  the  U.S.  does 
for  all  of  its  people.  Infant  mortality 
rates  and  other  measures  bear  that 
out.  How  does  Britain  do  it?  And 
would  middle-class  Americans  like  a 
similar  health  service?  The  answer  is 
that  the  British  system  is  pretty  cost- 
effective,  but  also  that  someone  loses. 

Doctors  for  a  long  time  and  lately 
the  nurses  have  claimed  that  the  Na- 
tional Health  Service  works  because 
they  subsidize  it  by  being  underpaid. 
The  nurses  this  year  threatened  to 
strike  and  won  pay  raises  that  have 
now  brought  a  majority  of  the  nurses 
staffing  Britain's  hospitals  up  to  be- 
tween $5,000  and  $7,000  a  year. 
Those  are  not  high  wages  by  British 
standards.  The  family  doctor  in  Brit- 


ain is  a  general  practitioner,  and  if 
your  family  is  among  his  National 
Health  Service  patients  (98%  of  Brit- 
ain's families  are  on  the  NHS),  he 
gets  paid  annually  by  the  state  $3.84 
for  each  member  of  your  family  un- 
der 65  years  of  age.  For  older  mem- 
bers, he  may  collect  $5.52. 

That's  what  he  gets  paid,  no  mat- 
ter how  many  times  you  go  to  see 
him.  In  this  way,  a  doctor  needs  some 
3,500  patients  to  earn  the  average 
GP  salary  of  $14,752.80-about  one- 
third  what  the  typical  U.S.  GP  earns. 
This  salary  he  may  supplement  with 
some  private  patients  whom  he 
charges  a  direct  fee  and  to  whom  he 
gives  more  personal  service. 

The  Waiting  List 

In  Britain,  if  you  are  seriously  ill, 
you  get  the  best  of  treatment  forth- 
nvith.  The  most  highly  skilled  consult- 
ants—the British  equivalent  of  our  spe- 
cialists—are called  on  the  job,  and  the 
best  facilities  are  at  the  patient's  dis- 
posal, whether  he  is  an  executive  or 
a  bus  driver.  But  if  your  particular 
illness  requires  postponable  surgery- 
things  like  hernia  repair,  varicose 
veins,  some  less-than-urgent  gyneco- 
logical troubles— then  you  go,  not  to 
the  hospital,  but  to  a  waiting  list.  Now 
surgery  for  such  ailments  is  often  post- 
poned in  the  States  too,  but  only  for 
a  matter  of  weeks,  never  for  as  much 
as  a  year  or  longer,  as  is  the  case  in 
Britain.  In  this  way,  Britain  makes 
very  efficient  use  of  its  2,808  hospitals. 

But  now  we  come  back  to  the  pri- 
vate patient  vs.  public  differential.  If 
you  are  a  private  patient  with  a  less 
serious  ailment  requiring  hospital 
care,  your  private  doctor  will  get  in 
touch  with  a  hospital  doctor  who  will 
have  some  beds  in  a  National  Health 
Service  hospital  allocated  to  his  pri- 
vate use.   (There  are  also  purely  pri- 


proaches  to  specific  problems,  they 
can  go  straight  to  hell!"  says  Repre- 
sentative David  Obey  (Dem.,  Wis.), 
a  member  of  both  the  House  Appro- 
priations Committee  and  the  Budget 
Committee.  "When  there  are  scarce 
resources,  no  nonelected  administra- 
tor should  have  that  kind  of  freedom. 
"Sure,  I  would  like  to  get  away 
from  the  categorical  approach,  but  it's 
necessary  because  of  the  value  struc- 
ture of  the  people  running  this  Gov- 
ernment. If  we  don't  specify  that  the 
money  is  to  go  to  disadvantaged  kids, 
the  Office  of  Management  &  Budget 
will  just  shotgun  it  across  the  land- 
scape. Why?  Because  disadvantaged 
kids  don't  have  a  lobby  anywhere 
near  as  strong  as  the  local  PTA." 


vate  hospitals. )  You  will  jump  the 
line  into  one  of  those  beds— no  wait- 
ing for  you.  You  will  pay  that  hospi- 
tal doctor  for  the  privilege. 

This  island  of  private  practice  in 
a  sea  of  public  medicine  is  allowed 
so  that  skilled  surgeons  and  hospital 
staff  doctors  may  add  to  their  state 
salaries  to  attain  a  standard  of  living 
they  want.  Even  with  private  pa- 
tients, however,  British  doctors  make 
peanuts  by  U.S.  standards.  A  heart 
surgeon  who  does  200  open-heart  op- 
erations a  year  (a  grueling  number) 
does  15%  of  them  for  private  patients. 
His  annual  income?  $36,000  a  year. 
In  the  U.S.  he'd  be  a  millionaire. 

He  has  no  intention  of  emigrating 
to  the  U.S.,  although  some  400  doc- 
tors a  year  do  go  from  Britain  to  the 
U.S.,  Canada  and  Australia.  Britain  has 
one  doctor  for  each  820  of  its  people; 
the  U.S.'  ratio  is  1  to  650,  and  the 
Continental  ratios  fall  in  between  the 
U.S.  and  U.K.  figures.  But  Britain's 
NHS  doesn't  allow  areas  to  become 
overdoctored,  no  matter  how  many 
wealthy  potential  patients  live  there. 
It  won't  approve  a  doctor  setting  up 
a  practice  in  an  area  that  already  is 
adequately  served.  He  must  go  to  a 
place  that  needs  his  services. 

It  all  sounds  terribly  socialistic  to 
middle-class  Americans,  but  the  Brit- 
ish people  are  overwhelming  in  their 
support  of  their  health  system.  But, 
as  we  said,  there  are  no  free  lunches. 
Fewer  than  3%  of  British  wage-earn- 
ers make  over  $10,000  a  year,  and 
those  that  do  pay  higher  taxes  on  it 
than  Americans  on  comparable  sal- 
aries. This  penalizes  incentive  and  lim- 
its a  family's  spending  options.  The 
British  may  not  fear  the  economic 
consequences  of  illness  as  Americans 
do.  But  they  also  pay  no  small  price 
for  that  security.  Would  Americans 
buy  the  package? 
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When  it  comes  to 

"Wall  Street  insurance,*' 

nobody  knows  the 

way  around  as 

well  as  we  do. 


Around  financial  cir- 
cles. Around  brokerage 
firms.  Around  commercial  in- 
surance in  all  its  complexities. 

The  fact  is,  nobody  else  has 
more  experience  in  this  area 
because  nobody  else  handles 
more  financial  accounts  than 
we  do. 

And  we're  ready  and  wait- 
ing to  offer  you  all  the  benefits 


of  this  experience. 

We  got  this  way  by  being 
very  thorough  and  very  com- 
petitive. Since  we  do  so  much 
business  with  insurance  un- 
derwriters, we  know  where  to 
look  for  the  best  possible 
coverage  at  the  most  reason- 


able cost.  And  once 
a  policy  is  written,  that's 
not  the  end  of  it:  We  review  it 
regularly,  always  making  cer- 
tain that  you're  getting  the 
best  value  in  terms  of  cover- 
age and  service. 

That's  how  we  do  things  at 
Marsh  &  McLennan.  We  fig- 
ure what's  good  for  your  busi- 
ness is  good  for  our  business. 


marsh  &  Mclennan 

The  Knowledge  Broker 


Congressman  Obey  has  a  point.  Ac- 
cording to  a  Government  Account- 
ing Office  study  of  fiscal  1972  spend- 
ing, of  $6.6  billion  in  federal  rev- 
enue-sharing funds  spent  by  state  and 
local  governments,  only  0.2%  went  to 
aid  to  the  elderly,  0.3%  to  the  handi- 
capped and  1%  to  children. 

A  case  can  even  be  made  that 
HEW  has  nothing  do  to  with  infla- 
tion. "Social  spending  is  mainly  a  re- 
distribution of  income,"  argues  Wil- 
bur Cohen,  dean  of  the  School  of 
Education  at  the  University  of  Michi- 
gan. Democrat  Cohen,  of  course,  does 
not  pretend  to  be  an  impartial  ob- 
server. He  is  president-elect  of  the 
American  Public  Welfare  Association 
and  a  former  Secretary  of  HEW.  But 
he  is  also  a  highly  respected  man  in 
his  field,  and  his  views  are  not  to  be 
lightly  dismissed. 

Speaking  as  a  practical  man  rather 
than  as  an  economist,  Cohen  goes  on: 
"If  you  cut  the  federal  budget,  all  you 
do  is  increase  unemployment,  which 
means  you  have  to  spend  more  in  un- 
employment compensation,  welfare 
and  so  forth,  so  you're  right  back 
where  you  started." 

Cohen's  argument  may  not  be  good 
economics,  but  it  is  pretty  good  com- 
mon sense:  While  many  people  talk 
in  theoretical   terms   about  the  "ad- 


vantages" of  unemployment  and  de- 
flation, few  Americans  are  willing  to 
pay  the  price— or  even  to  ask  other 
Americans  to  pay  too  hefty  a  price 
for  it. 

No  Hope? 

Is  there,  then,  no  hope  of  bringing 
the  federal  budget  under  control?  The 
situation  is  impossible,  but  not  quite 
hopeless.  There  is  growing  in  the 
country,  in  opposition  to  the  tradi- 
tional politics  of  spending,  a  new 
politics  of  antispending.  Neither  type 
of  politics  is  likely  to  overwhelm  the 
other.  But  there  may  now  be,  finally, 
an  element  of  the  countervailing  pow- 
er to  social  spending,  whose  absence 
Weinberger  decried. 

Take,  for  example,  the  new  anti-im- 
poundment law.  Says  HEW's  Comp- 
troller Young:  "If  the  HEW  bill 
is  well  over  the  President's  bud- 
get, which  it  will  be,  President  Ford 
has  two  choices.  He  can  veto  the  bill 
as  President  Nixon  did  three  times, 
or  he  can  use  this  act  to  attempt 
deferrals  of  programs  and  recisions  of 
increases  over  the  budget. 

"If  Congress  does  not  disapprove 
a  deferral  within  45  days,  we  can 
defer  that  program  during  that  fiscal 
year.  So  what  we  may  see  is  what  I 
call   the   politics   of   inflation.    On    a 


deferral  question  he  may  say  to  Con- 
gress: 'Are  you  for  Hill-Burton  or  are 
you  for  fighting  inflation?'  This  joins 
the  issue.  Who's  going  to  get  blamed 
and  who's  going  to  get  the  credit  for 
fighting  inflation?" 

However,  such  tactics  can  only  slow 
and  not  stop  the  trend  toward  higher 
spending.  Everybody  wants  the  bud- 
get cut,  but  nobody  wants  the  pro- 
gram cut  that  directly  benefits  him. 
Well-to-do  cattlemen  get  a  subsidy 
when  meat  prices  drop;  corporations 
cling  to  fast  tax  write-offs  and  plead 
for  more;  the  oil  industry  says  it  de- 
serves special  treatment  because  it  is 
a  special  case;  middle-class  home- 
buyers  demand  the  Government  pro- 
vide mortgage  money,  by  subsidy  if 
necessary.  Older  people  want  better 
pensions;  conservatives  want  a  strong 
defense  establishment  and  better  po- 
lice. Is  it,  then,  surprising  that  the 
poor  and  the  disadvantaged  and  the 
minority  groups  should  clamor  for  a 
piece  of  the  action  in  view  of  the 
personal  urgency  of  their  needs. 

Major  cuts  in  government  spending? 
Much  more  likely  are  higher  taxes, 
possibly  balanced  with  some  tax  re- 
lief for  the  poor.  Not  because  higher 
taxes  are  desirable,  but  simply  be- 
cause they  are  probably  the  only  prac- 
tical way  to  balance  the  budget.   ■ 


Thinking  of 
computer 

irminals? 


THINK  HAZELTINE! 

O 


Hazeltine 


Corporation  Computer  Peripheral  Equipment,  Greenlawn,  N.Y.  11740  (516)  549-8800  Telex  96-1435 


fast:  N.  Y.  (212)  586-1970  D  Boston  (617)  261  -5867  □  Phila.  (215)  676-4348  □  Pittsburgh  (412)  343-4449  □  Wash.,  D.C.  (703)  979-5500  □  Rochester  (716)  254-2479 

Midwest:  Chicago  (312)  986-1414  □  Cleveland  (216)  734-5363  □  Detroit  (313)  355-3510.  South:  Dallas  (214)  233-7776  D  Atlanta  (404)  393-1440 

□  Houston  (713)  783-1760  D  Orlando  (305)  628-0132.  West:  San  Mateo  (S.F.)  (415)  574-4800  □  L   A   (213)  553-1811  □  Denver  (303)  770-6330  □  Seattle  (206)  242-0505 
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Cleanup  Time 


To  the  troubles  that  afflict  all  banks  these  days,  giant  Western 
Bancorp  has  added  some  problems  peculiarly  its  own. 


California,  the  state  that's  first  in 
films,  farming  and  freeways,  is  also 
home  to  two  of  the  nation's  banking 
giants.  San  Francisco's  BankAmerica 
Corp.  ranks  No.  One  in  size  world- 
wide. In  its  way  Los  Angeles-based 
Western  Bancorp  is  also  a  No.  One. 
With  $18.4  billion  in  assets,  it  is  the 
country's  largest  interstate  bank  hold- 
ing company. 

Western  Bancorp  encompasses  a 
loose  collection  of  23  banks  in  11 
western  states.  But  its  record  doesn't 
rate  any  kudos.  The  company's  com- 
pounded growth  in  earnings  since 
1969  has  been  2.7%,  and  for  the  first 
six  months  of  this  year  operating  net 
increased  only  7%,  compared  with  26% 
for  pace-setting  Citicorp.  At  a  recent 
price  of  15,  WBC  stock  sold  at  one- 
half  book  value,  four  times  earnings, 
with  a  10%  payout.  Until  this  year 
it  never  sold  for  less  than  $23  a  share. 

But  what  was  once  a  ho-hum, 
hands-off  management  style  at  the 
holding  company  is  changing,  ac- 
cording to  Charles  Lott,  head  of  re- 
search at  respected  brokers  Keefe, 
Bruyette  &  Woods.  The  bank's  policy 
had  been  to  let  each  affiliate  run  its 
own  affairs.  "But  that's  all  over,"  says 
Lott.  "No,  you  don't  take  something 
that's  had  ten  years  of  neglect  and 
turn  it  around  overnight.  But  they're 
making  real  progress." 

The  holding  company  has  a  new 
chief  executive.  Out  is  Clifford  Twe- 
ter,  who  retired  as  CEO.  In  is  Presi- 
dent Balph  Voss,  who  came  from  First 
National  Bank  of  Oregon.  He  has 
brought  in  a  topnotch  operating  as- 
sistant, John  Brine,  from  First  Bank 
System  in  Minneapolis  to  help  de- 
fine where  autonomy  should  stop 
among  the  subsidiaries.  In  a  reverse 
of  tradition,  the  two  are  centralizing 
all  of  the  company's  computer  op- 
erations to  save  money.  "The  idea  is 
to  make  us  operate  as  one  banking 
company  rather  than  a  collection  of 
banks,"  says  Brine. 

But  the  parent  has  a  problem  child, 
in  that  42%  of  Western  Bancorp's 
earnings  flow  from  its  home-state  flag- 
ship, 99%  owned  United  California 
Bank.  UCB  represents  50%  of  the  par- 
ent company's  assets,  and  last  year  it 
marked  time  while  earnings  at  most 
other  major  subsidiary  banks  were  up. 

Most  people  remember  UCB  as 
the  bank  that  took  a  $40-million  bath 
trading  cocoa  futures  in  Switzerland, 
as  chronicled  memorably  by  author- 
creditor     George     ("Adam     Smith") 


Goodman  in  Supermoney.  Honoring 
those  losses  in  1970  cost  UCB  $19.1 
million  after  taxes.  Now  UCB  is  the 
proud  owner  of  the  tallest  half-empty 
bank  building  in  the  world.  Uphold- 
ing this  monument  to  bad  planning 
cost  the  shareholders  $6  million  be- 
fore taxes  last  year. 

When  the  financial  community  in 
Los  Angeles  shifted  west  six  blocks 
in  a  move  to  "rebuild  downtown" 
(Forbes,  Oct.  1,  1973),  UCB  was 
left  with  a  fine  building  in  a  neigh- 
borhood going  to  seed.  Abandoning 
the  "old"  headquarters  the  bank  had 
built  in  1961  at  a  cost  of  $14  million, 
UCB  joined  the  construction  epidemic 
with  a  62-story  erection  it  joint-ven- 
tured with  Equitable  Life.  Total  cost? 
Eighty  million  dollars.  The  bank's  in- 
vestment? Seventeen  and  a  half  mil- 
lion dollars. 

Now,  with  2.5  million  square  feet 
of  office  space  available  downtown, 
UCB  doesn't  have  any  takers  for  the 
500,000  square  feet  of  extra  space 
that  looked  like  a  good  investment  in 
1968.  One  Los  Angeles  real  estate 
man  says  of  the  skyscraper:  "It's  badly 
designed."  Counters  the  bank,  "The 
employees  like  it  and  that's  the  real 
test." 

Multiple  Pinch 

Headquarters-hopping  wasn't  the 
only  thing  that  pinched  the  major 
subsidiary  in  1973.  UCB,  like  many 
banks,  was  a  heavy  borrower  of  pur- 
chased funds,  and  high  short-term 
rates  narrowed  spreads  on  outstand- 
ing loans.  Declares  carefully  groomed 
Norman  Barker  Jr.,  who  succeeded 
the  man  who  built  the  bank,  Frank 
King,  as  chairman,  "We'd  like  to  re- 
place high-cost  funds  with  stable 
funds  like  demand  deposits."  But 
what  banker  wouldn't? 

This  spring  UCB  confirmed  that 
times  were  tight  by  firing  225  em- 
ployees, one-third  of  them  officers.  It 
didn't  help  morale  that  the  bank  had 
been  hiring  the  year  before.  "We 
identified  people  we  thought  we  could 
do  without,"  declares  Barker,  drop- 
ping his  banker's  reserve. 

As  if  this  weren't  enough,  UCB 
shares  the  current  affliction  of  the 
banking  industry:  too  many  loans,  not 
enough  capital.  "We're  not  limited  by 
our  ability  to  get  funds  or  loans," 
says  Barker.  "But  we  are  limited  by 
what's  good  banking  in  relation  to 
capital.  We  are  expanded  about  as 
far  as  we  want  to  go." 


UCB:  fancy  lobby,  too  few  tenants. 

Meanwhile,  the  Swiss  bank  debacle 
continues  to  haunt  UCB.  In  1972  it 
filed  suit  against  San  Diego  financier 
Charles  Salik,  who  originally  sold  the 
Salik  Bank  of  Basel  to  expansion-mind- 
ed UCB  for  $4.9  million.  The  suit 
charges  breach  of  warranty  and  viola- 
tion of  securities  laws  and  asks  $5.8 
million  in  damages. 

This  year,  in  a  surprise  move,  Salik 
successfully  filed  a  counterclaim 
against  UCB  asking  $42  million  in 
damages  because  of  an  alleged  con- 
spiracy between  UCB  and  Erdman  in 
the  takeover  of  the  Salik  Bank.  UCB 
dismisses  the  countersuit  as  a  "good 
legal  maneuver." 

Caught  in  the  middle  is  former 
Swiss  bank  manager  and  ex-Swiss  jail 
resident  Paul  Erdman,  who  penned 
a  thinly  disguised  version  of  the 
bank's  collapse  in  The  Silver  Beats. 
Erdman  is  being  sued  by  UCB  and 
Salik  over  the  original  sale  and  the 
"unauthorized"  commodity  specula- 
tion. The  bank  claims  Erdman  dis- 
guised his  trading  and  falsified  re- 
ports. But  Erdman,  in  a  deposition  to 
the  London  police,  said,  in  effect,  il 
headquarters  didn't  know  about  the 
trading  they  should  have,  and  since 
they  did  know,  they're  lying. 

Moral:  It's  easier  to  get  into  trouble 
than  to  get  out  of  it.  ■ 
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Whenyou 
sign  something  special 

think  of  Textron. 


Why?  Because  whenever  you  take 
pen  in  hand,  you're  likely  to  be  writing 
with  a  fine  instrument  from  Textron's 
Sheaffer  Division— pens,  ballpoints  and 
precision  pencils  crafted  in  a  proud 
tradition. 

Think  about  it.  Textron  is  Sheaffer 
writing  instruments.  And  Gorham 
pewter,  silver,  china  and  crystal.  And 
Talon  zippers. 


And  the  one  thing  they  all  have  in 
common  is  the  very  uncommon 
products  they  are. 


Textron 

A  COMPANY  TO  THINK  ABOUT. 


■SB? 


New  Ford  LTD  Landau  4-Door  Pillared  Hardtop  shown  with  optional  Landau  Luxury  Group,  fender  skirts  and  electric  rear  window  defroster 

Ford  introduces  two  new 

luxurious  standard-size  cars. 

So  well-made, 

Ford  challenges  you 

to  look  close  and  compare. 


1975  Ford  LTD  with  optional  vinyl  roof,  deluxe  bumper  group  and  wheel  covers  and  convenience  group 


1975  R>rd  LTD  Landau. 


A  logical  alternative  to  longer, 
heavier,  more  expensive  cars 
like  Buick  Electra  Limited  and 
Oldsmobile  98  Regency. 

We  think  that  if  you'll  not  only  compare  the 
workmanship  in  this  new  automobile  but 
also  compare  it  for  size,  comfort  and  luxury, 
you'll  find  that  you  can  get  features  you 
want  from  more  expensive  luxury  cars  at  a 
sticker  price  that's  hundreds  of  dollars  less. 
Of  course,  the  main  thing  you  don't  get 
is  hundreds  of  pounds  of  extra  weight  and 
almost  a  foot  of  extra  length. 


In  addition  to  LTD's  standard  equipment, 

here  are  the  features  that  make  LTD  Landau  so  special. 

Compare  them  with  more  expensive  cars. 

Landau  Luxury  Group  option 

For  those  who  want  the  little  bit  extra  in  comfort 
and  convenience: 

♦  Split  bench  seat  with  passenger  recliner 


Exterior  features 

♦  Hidden  headlamps  for  distinctive  styling 

♦  Wide  color-keyed  vinyl  protective  side  molding 

♦  Front  cornering  lamps  for  improved  side 
illumination. 

Interior  comfort  and  convenience 

♦  Flight  bench  seat  (with  front  center  armrest) 

♦  Lush  knit  cloth  and  vinyl  trim 

♦  Padded  door  panels 

♦  Color-keyed  cut-pile  carpeting 

♦  Right  and  left  hand  remote  control  mirrors 
for  better  visibility 

♦  Automatic  parking  brake  release 

♦  Electric  trunk  lid  release 


'  Upholstery  in  new  100%  nylon  luxury  cloth 
that  feels  and  looks  like  cashmere. 
►  22  02.  shag  carpeting,  stylish  and  soil  resistant 

•  Front  and  rear  door  armrests 

•  Front  and  rear  door  pull  straps, 
front  seat-back  assist  straps 

for  easy  access  and  exit 

'  Quartz  crystal  digital  clock  for  precise  accuracy 
v  And  more. 


1975  Ford  LTD. 

Traditional  LTD  quality, 
value  priced. 

"LTD  Quality"  is  synonymous  with  a  well- 
made,  comfortable,  full-size  car.  For  1975, 
the  newly  styled  Ford  LTD  comes  to  you  as 
the  lowest-priced  full-size  Ford  while  re- 
taining a  high  level  of  LTD  quality. 

Consider  LTD's  reputation  for  quiet  ride. 
Consider  its  resale  value.  Consider  its  steel- 
belted  radials  and  solid-state  ignition.  Con- 
sider the  peace  of  mind  you  get  from  its 
solid  construction. 

Designed  and  sticker-priced  as  it  is,  we 
think,  it  offers  a  great  opportunity  to  buy  a 
lot  of  automobile  at  a  value  price. 


What  you  get  for  your  money. 

An  impressive  list  of  standard  equipment 
and  features. 
For  basic  value 

♦  Select  Shift  Cruise-O-Matic  transmission 

♦  351 CIDV-8  engine 

♦  Power  steering 

♦  Power  front  disc  brakes 

♦  Power  ventilation 

For  economy  of  operation 

♦  Solid-state  ignition 

♦  Steel-belted  radials 

For  luxury  details  that  make 
an  LTD  an  LTD 

♦  Brocade  cloth  upholstery  trim 

♦  Color-keyed  cut-pile  carpeting 

♦  And  more. 


Everyone  sayj;  compare- 
we  tell  you  how. 

The  Ford  "Closer  You  Look  Book"  (avail- 
able at  your  Ford  Dealer)  tells  you  how 
and  what  to  look  for  in  a 
well-made,  durable  car.  And 
whether  you  examine  the 
standard  LTD,  the  LTD 
Brougham  or  the  luxurious 
LTD  Landau,  we  think  you'll 
find  a  car  that  measures  up 
in  workmanship  and  detail. 


THE 
CLOSER 
YOU 
LOOK 
BOOK 
1975 
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Should  You  Convert  To  Convertibles? 


Do  you  think  the  stock  market  has 
bottomed  out,  but  you're  not  sure? 
Then  convertible  bonds  and  preferreds 
may  be  just  the  thing  for  you  at  this 
time.  If  their  underlying  stocks  go  up 
substantially,  the  stocks  will  take  the 
convertibles  up  with  them.  If  stocks 
don't  go  up,  the  yields  of  the  con- 
vertible bonds,  many  of  them  sky- 
high,  often  pay  a  better  return  than 
the  stocks  and  thus  are  better  hold- 
ings. And,  if  stocks  go  down,  the 
yields,  if  they  are  well  protected,  pro- 
vide a  floor  of  sorts  under  the  bond. 
No,  convertibles  aren't  the  answer 


to  all  investing  prayers.  Most  of  them 
have  been  badly  bashed  in  the  bear 
market,  suffering  not  only  from  high 
interest  rates,  but  from  the  big  de- 
clines in  the  stocks  as  well.  But  this 
can  be  an  advantage  for  new  buyers: 
Many  of  these  convertibles  are  de- 
flated to  the  point  of  negligible  risk. 
Many  of  them  yield  as  much  or  nearly 
as  much  as  the  highest-yielding  fixed- 
income  security  available  to  the  av- 
erage investor.  At  the  same  time  they 
are  a  nice  hedge  against  a  revived 
stock  market.  And  they  even  have  a 
capital    gains    potential    if   the    stock 


market  fails  to  rise  but  interest  rates 
decline. 

The  editors  of  Forbes  have  selected 
a  group  of  convertibles  that  meet  cer- 
tain specifications:  Most  yield  9%  or 
better,  only  one  less  than  8.5%.  All 
but  two  sell  at  less  than  a  20%  pre- 
mium over  the  value  of  the  common 
stock  into  which  they  are  convertible; 
and,  if  bonds,  they  sell  at  a  sub- 
stantial discount  from  face  value- 
meaning  that  as  they  approach  ma- 
turity, they  should  yield  a  capital  gain 
even  if  the  underlying  stock  does  not 
go  up.       ■ 
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$1,000  Bond 

f      Value 

Bank  of  New  York 

61As      '94 



71 

8.8% 

25 

8.8% 

$667 

6% 

Dayco 

6 'As     '96 

BB 

57 

11.0 

111/2 

9.9 

532 

7 

El  Paso  Co 

6s      '93 

B 

59  V2 

10.1 

103A 

9.3 

539 

10 

Greyhound  Corp 

6V2S     '90 

BBB 

69 

9.4 

iiy8 

9.3 

605 

14 

Gulf  Resources 

6V4S     '91 

B 

68 

9.2 

7% 

— 

597 

14 

Norfolk  &  Western** 

9s     '94 

B 

75 

12.0 

54 

9.3 

659 

14 

Pan  Am  World  Airways 

47/as     79 

B 

36 

13.5 

21/8 

— 

283 

27 

Standard  Prudential 

6V2S     '90 

— 

57 Va 

11.4 

83/4 

7.5 

583 

-2 

Tenneco 

6V4S     '92 

B 

70 

8.9 

18V8 

8.8 

636 

10 

United  Merchants  &  Mfrs 

4s     '90 

BB 

45% 

8.8 

14V2 

9.7 

423 

8 

Premium 

Annual 

Conversic 

^fim/ortihlo 

Stock , 

Current 

Conversion 

>n 

Recent 

Current 

Recent 

Conversion 

Preferred  Stocks 

Dividend 

Ratiot 

Price 

Yield 

Price 

Yiel 

d 

Value* 

Value 

Amerace 

$2.60 

1.625 

27 

9.6% 

15V8 

7.9% 

$24.58 

10% 

AT&T 

4.00 

1.053 

473/4 

8.4 

42 

8.1 

44.23 

8 

Bendix 

3.00 

1.500 

35 

8.6 

22V2 

8.0 

33.75 

4 

Champion  Int'l 

1.20 

1.000 

137/8 

8.6 

12% 

7.8 

12.88 

8 

Commonwealth  Edison 

1.425 

.630 

15V4 

9.3 

203/8 

11.3 

12.84 

19 

Continental  Corp 

2.50 

1.100 

273/4 

9.0 

25 'A 

9.5 

27.78 

0 

Foremost-McKesson 

1.80 

1.625 

19V* 

9.2 

10 

8.8 

16.25 

20 

Gamble-Skogmo 

1.75 

.927 

18  3/4 

9.3 

21 

6.7 

19.47 

-4 

Gulf  &  Western 

3.875 

1.754 

39  Va 

9.9 

19 

4.2 

33.33 

18 

Household  Finance 

2.375 

2.250 

26 

9.1 

113/8 

8.8 

25.59 

2 

Ideal  Basic  Inds 

4.75 

4.348 

56 

8.5 

131A 

7.5 

57.61 

-3 

Illinois  Central  Inds 

6.00 

4.500 

60  Vi 

9.9 

12  74 

10.6 

55.13 

10 

ITT  Ser.  N 

2.25 

1.200 

225/s 

9.9 

161/2 

9.2 

19.80 

14 

Long  Island  Lighting 

5.75 

4.049 

51 

11.3 

10% 

13.4 

44.03 

16 

Lykes-Youngstown 

2.50 

1.940 

25 

10.0 

123/8 

2.0 

2  1.01 

4 

Mead  Corp  Ser.  A 

2.80 

1.740 

31 

9.0 

15Va 

5.3 

26.32 

18 

Northern  Illinois  Gas 

1.90 

1.000 

19 

10.0 

163/8 

11.7 

16.38 

16 

Northwest  Inds  Ser.  A 

5.00 

3.000 

553/4 

9.0 

17 

7.1 

51.00 

9 

Pet  Inc. 

1.00 

.500 

103/4 

9.3 

1878 

7.4 

9.44 

14 

Potomac  Electric  Power 

2.44 

2.581 

241/2 

10.0 

95/8 

12.1 

24.84 

-1 

Rockwell  Int'l 

4.75 

2.475 

55 

8.6 

22 

9.1 

54.45 

1 

Scovill  Mfg 

2.50 

2.440 

27 

9.3 

103/8 

9.6 

25.32 

7 

USM  Corp 

2.10 

1.180 

203/4 

10.1 

I6V2 

6.1 

19.47 

7 

United  Telecomm  2nd  Ser. 

1.50 

1.250 

153/8 

9.8 

12Vb 

8.9 

15.16 

1 

*  Market  value  of  common  shares  issuable  upon  conversion.        **  Issued  as  Pennsylvania  Co.  bonds,-  convertible  into  Norfolk  &  Western  common, 
t  Number  of  common  shares  into  which  each  preferred  share  may  be  converted. 

Source:  Value  Line  Convertible  Survey 
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Yes, 

you  can 

do  something 

about 

telephone 

network  costs. 


You  know  what  you  pay  for  telephone  services 
simply  by  checking  your  bill  from  the  tele- 
phone company.  But  how  do  you  know  if  that 
amount  is  what  you  should  be  paying? 

To  determine  what  your  telephones  really 
cost,  you  have  to  know  all  about  them  .  .  . 
especially  the  lengthy,  unnecessary  and  un- 
authorized calls  that  drive  up  your  operating 
costs  without  your  knowledge. 

There  is  a  way  you  can  obtain  this  infor- 
mation. And  even  more  important,  a  way  you 
can  stop  all  telephone  network  abuse  and  bring 
your  service  costs  into  line. 

TDA  puts  you  in  control 

The  ESE  Traffic  Data  Analyzer,  or  TDA,  can 
provide  you  with  the  necessary  information  to 
analyze  and  control  your  telephone  network 
costs.  In  a  nutshell,  TDA  tells  you  who  phoned 
when,  where,  for  how  long  and  how  often.  You 
can  even  determine  the  cost  of  each  call.  From 
these  vital,  up-to-date  management  reports 
you  know  exactly  what  is  happening  every 
minute  of  every  month.  You  can  immediately 
pinpoint  trouble  spots,  add  or  reduce  equip- 
ment and  services  based  on  emerging  traffic 
patterns,  and  intelligently  chart  changing  com- 
munication needs. 

In  other  words,  with  TDA  you  finally  have 
a  way  to  get  and  keep  control  of  your  telephone 
system  and  its  costs.  Already  many  companies 
(names  available  upon  request)  have  cut  costs 
by  up  to  30%  without  reducing  their  standard 
of  service. 

To  find  out  just  how  TDA  can  affect  your 
telephone  cost  efficiency  send  for  the  free 
booklet  "Your  telephone 
system.  What  is  it 
really  costing  you?" 
Mail  this  coupon  today 
to  ESE  Electronic 
Systems,  Inc.,  1501 
Clinton  St., Buffalo 
NY  14201. 


Please  send 
your  free 
TDA  booklet 


NAME- 
TITLE. 


COMPANY. 

STREET 

CITY 


STATE. 


ZIP. 


ESE  ELECTRONIC  SYSTEMS,  INC. 
Sales  Offices  in  San  Francisco, 
Chicago  and  Buffalo 


F-10-15 


The  Russians  Are  Coming 

Short  of  automobiles  at  home,  the  Soviet  Union 
is  going  to  export  a  bargain-priced  car  to  the 
U.S.  What's  the  Russians'  game? 

In  1976  the  Lada  1200  and  1300, 
Russian-made  Fiats  equivalent  to  the  - 
Fiat  124  and  125,  will  be  sold  on  the 
U.S.  market  for  the  first  time.  In  its 
first  approach  to  the  enticing  U.S. 
car  market,  the  U.S.S.R.  is  making  a 
cautious  bet  that  it  can  in  five  years 
sell  some  50,000  to  60,000  Lada- 
Fiats  to  U.S.  consumers.  Could  this 
be  the  beginning  of  a  trade-wave  of 
Soviet  goods  coming  to  our  shores? 
Hardly.  Just  a  way  to  make  a  buck, 
a  sorely  needed  hard  currency  buck. 
The  most  the  Russians  could  expect 
from  Lada  sales  here  is  around  $150 
million. 

Ara  Oztemel,  chairman  of  Satra 
Trading  Corp.  of  New  York— the  com- 
pany that  arranges  trade  of  Russian 
goods  in  the  U.S.,  U.K.,  and  Ger- 
many—says grandly  that  it  has  no  wish 
to  threaten  General  Motors.  More  to 
the  point,  the  Russians  couldn't  do  it 
if  they  wanted  to.  Unlike  the  Japa- 
nese, who  so  successfully  conquered 
many  a  U.S.  market  in  the  1960s,  the 
Soviet  Union  does  not  have  the  capac- 
ity to  mount  a  major  market  onslaught 
on  the  U.S.  at  this  time. 

In  fact,  the  need  for  hard  currency 
is  taking  precedence  over  the  Rus- 
sian domestic  market  for  cars.  This 
year  the  Russians  will  produce  some 
1  million  cars.  One- third  of  those  will 
be  exported  to  the  East  European 
bloc  and  to  the  West.  Waiting  lists 
are  years  long  for  new  cars  in  Rus- 
sia, but  the  number  of  cars  released 
for  home  use  depends  not  on  demand 
but  on  the  state  plan.  (In  a  policy 
sense,  this  is  really  nothing  new.  His- 
tory records  how  the  early  Soviet  re- 
gime exported  grain  to  pay  for  im- 
ports of  machinery  at  a  time  when 
people  were  starving.  The  Soviets 
can't  do  that  anymore;  hence  the  big 
bargain  purchase  of  U.S.  wheat  in 
1971.  Rut,  when  it  comes  to  luxuries 
like  cars,  the  state  still  comes  first,  the 
individual  Russian  second.  The  par- 
ticulars of  Soviet  policy  may  or  may 
not  change,  but  the  basic  policy  usual- 
ly remains  the  same. ) 

The  Fiat-built  Lada  plant  at  Togli- 
attigrad  may  be,  as  Ara  Oztemel  says, 
"the  biggest  in  the  world,"  with  ca- 
pacity for  900,000  cars— but  it  is  turn- 
ing out  only  half  that  many  this  year. 
"They  are  only  running  one  shift," 
says  John  Garfield,  vice  president  of 
Satra  U.S.  By  1976,  when  Russian 
car  production  is  scheduled  to  reach 


Oztemel  of  Satra 

2  million,  the  plant  will  have  to  run 
three  shifts. 

In  Britain,  the  Soviets  already  sell 
the  Moskvich,  a  heavy  but  reliable 
and  robust  car  built  for  Russian  roads 
and  conditions.  The  Moskvich  won't 
go  to  the  U.S.,  though.  Because  of  its 
Fiat-like  appearance  and  60%  inter- 
changeability  of  parts  with  Fiats,  tin- 
Russians  will  put  the  Lada  in  the 
U.S.,  where  Fiat  already  has  market 
acceptability.  Moreover,  they  will 
probably  sell  the  Lada  (which  means 
"living  doll"  in  Russian)  at  a  price 
under  Fiat's  own  cars. 

The  Lada  already  sells  tor  some 
$600  less  than  a  Fiat  124  in  Britain, 
retailing  at  $2,400  for  a  compart 
economy  car.  Says  Garfield,  "It's  be) 
ter  than  the  Fiat.  It  has  a  beefed-up 
suspension  to  deal  with  Russian 
roads,  which  aren't  like  freeways,  it's 
got  a  thicker  body  shell,  a  Russian- 
designed  overhead  cam  shaft  engine, 
gets  around  35  miles  to  the  gallon  and 
it  looks  like  a  Fiat." 

Isn't  this  called  dumping?  How  do 
you  explain  bringing  in  a  cai  thai 
undercuts  anything  comparable  in  its 
class?  Nobody  can  honestly  claim 
that  the  Soviets  are  low-cost  manu 
facturers.  However,  argues  Garfield, 
"The  Soviet  Union  doesn't  suffei  from 
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We  eliminated 
106  insurance 
for  a  multinational 

company. 


And  that  was  just  on  their  third  party 
liability  coverages! 

At  American  International 
Underwriters  we  also  cut  out  fourteen 
workmen's  compensation  policies  for 
them. 

And  proved  to  them  that,  through- 
out every  aspect  of  their  international 
insurance  program,  they  could  enjoy 
better  protection  at  less  cost— and  have 
fewer  administrative  headaches,  too. 

By  coming  to  a  single  insurance 
source  big  enough  and  experienced 
enough  to  cope  with  all  their  overseas 
casualty  insurance  coverages  now  being 
handled  by  dozens  of  different  compa- 
nies in  dozens  of  different  countries. 

The  single  source: 

American  International 
Underwriters. 

AIU  is  in  more  foreign  countries 
and  territories  than  any  other  U.S. 
insurance  organization— over  135. 
And,  right  now,  it's  handling  more 
overseas  casualty  insurance  for  U.S. 
corporations  than  anyone  else.  Backed 


'Can  you  eliminate 
3  7  for  me  ?" 


by  a  worldwide  claims  staff  that's 
unmatched  in  numbers  and  unequalled 
in  service.  Our  loss  prevention  engi- 
neers are  stationed  all  over  the  world, 
where  you  need  them. 

AIU  can  issue  a  master  policy  in 
English  in  the  U.S.,  and  back  it  up  with 
individual  policies  issued  in  the  lan- 
guage of  the  specific  countries  in  which 
you  operate. 

We'll  also  collect  premiums  in  the 
currency  of  those  countries,  if  you  wish. 
That  way,  your  foreign  subsidiaries  can 
take  tax  deductions  on  the  premiums. 

And  one  thing  more: 

At  AIU,  we  think  internationally. 
Which  means  that  a  serious  loss  sus- 
tained in  one  country  can  be  offset  by 
your  overall  claims  experience  else- 
where—so, your  protection  and  your 


premium  rate  are  not  jeopardized. 

No  wonder  more  and  more  multi- 
national companies  are  turning  to  AIU. 
In  the  case  of  the  company  we  men- 
tioned earlier,  they  switched  from  28 
different  companies— to  us. 

If  you're  getting  a  little  tired  of 
crowds,  why  not  mail  our  coupon  today. 
We  have  some  valuable  information 
for  you. 


American  International 
Underwriters  Corporation 

Dept.  FB104, 102  Maiden  Lane 
New  York,  N.Y.  10005 

Please  send  me  information  about  your 
overseas  insurance  capabilities. 

Name 


Company 


(please  print) 


A  Member  Company  of 
American  International  Group 


We  welcome  inquiries  from  any  licensed  agent  or  broker.  You  don't  have  to  be  a  regular  producer  to  place  business  with  AIU. 


J,  energy  is  spelled 
LNG. 

In  1976,  the  LNG  carriers  of        fleets  of  Very  Large  Crude 
IU's  Gotaas-Larsen  subsidiary           Carriers.  These  and  other  energy- 
will  begin  transporting  liquefied        related  businesses  accounted  for 
natural  gas  from  the  Persian  Gulf      65%  of  pre-tax  income  in  1973 
to  Japan.                                               —a  year  in  which  IU's  revenues 

The  three  new  LNG  ships  in        reached  $1.5  billion, 
this  20-year  charter  (plus  more               To  learn  more,  write 
LNG  vessels  now  on  order)               Corporate  Affairs,  Dept.  C 19, 
will  supplement  one  of  the                  IU  International,  1500  Walnut 
world's  leading  independent               Street,  Philadelphia,  Pa.  19102. 

Si 

International 

SERVING  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 

We've  been  good 
for  27  years. 

And  we're  not  about  to  stop  now. 

Since  1946,  we've  been  developing  a  strong 
business-like  approach  to  solving  commercial 
and  industrial  land  need  problems. 

Our  turn-key  operations  start  with  raw 
land.  Then  finish  with  a  structure  ready  for 
business.  No  middlemen.  No  time  lags.  It's 
all  handled  by  one  company  — and  that's  us. 

Yes,  we've  been  good  for  27  years. 

And  we're  not  about  to  stop  now. 


MCDOWELL 

INC. 


PO   BOX  149.  NASHVILLE.  TENNESSEE  37202 


A  DIVERSIFIED  REAL  ESTATE  AND  CONSTRUCTION  COMPANY 


inflation.  Prices  and  wages  are  con- 
trolled by  the  government  and  they 
have  the  raw  materials."  Which  is 
just  another  way  of  saying  that  gov- 
ernment fiat,  not  market  forces, 
decides  just  who  gets  what  in  the 
Soviet  Union. 

More  Small  Ripples 

The  Russians  have  made  entry  in- 
to the  U.S.  and  Canada  in  at  least 
three  other  consumer  product  areas: 
cameras,  tractors  and  bicycles.  They 
have  hardly  set  the  world  on  fire. 
Irving  Wenger,  of  Wenger  Ltd.  Mon- 
treal, says  the  Russian  cameras  have 
done  reasonably  well.  "The  new  cam- 
era with  automatic  lens  has  been 
ready  for  some  time.  Rut  they  can't 
produce  any  meaningful  amount  for 
export  purpose,  or  for  any  purpose, 
for  that  matter."  Rich  Hirschfield, 
president  of  the  big  Willoughby- 
Peerless  camera  store  chain  in  New 
York,  has  stopped  carrying  Russian- 
made  Senit  and  Kalimar  cameras: 
"They  have  outpriced  themselves; 
they  were  selling  at  $69,  but  now 
they  are  up  to  $90,  so  value  isn't 
there  anymore." 

A  line  of  small  Soviet  tractors  sold 
about  700  units  in  Canada  last  year, 
and  has  sold  about  150  units  in  the 
U.S.  to  date  this  year.  Satra's  Gar- 
field says  the  acceptance  of  the  So- 
viet Relarus  line  tractors  "is  the 
biggest  surprise  we've  ever  had." 
Surprise  maybe,  but  uot  a  smashing 
success. 

Next  year  Satra  will  start  selling 
bicycles  and  motorcycles;  the  ten- 
speed  bikes  will  probably  retail 
around  $85.  On  both  bikes  and  motor- 
cycles Satra  will  face  duty  into  the 
U.S.,  around  30%,  and  once  again, 
compared  with  other  makers,  the 
number  sold  will  be  very  small. 

Robert  de  Maria  heads  the  New 
York  Lada  operation  for  Satra.  "In 
the  Russian  foreign  trade  process," 
he  says,  "they  have  a  fixed  amount 
available,  and  even  if  we  could  sell 
tbree  times  as  much,  they  are  not 
available  to  us.  Quite  Frankly,  after 
dealing  with  the  Russians  loi  a  num- 
ber of  years  with  their  system,  you 
have  to  aeeommodate  yoursell  to  it. 

What     are     the     Russians     up     to? 

Nothing  mysterious  <>r  devious.  They 
simply  have  to  accommodate  them- 
selves to  the  dribs  and  drabs  ol   trade 

for  foreign  exchange  until   the)    can 

gel     the     production     up.     And     c\cn 

when  they  do,  thej  are  going  to  have 
to  balance  export  requirements  with 
the  clamoring  home  market  For  I 
long  time  to  come,  the  Soviets  will  be 

able  to  do  little  more  than  gain  .i 
rather  expensive  foothold  ami  pick  up 
small  but  badly  needed  chunks  "I 
foreign  exchange.  ■ 
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Canada.  Home  ice  of  the  helpful  bank. 

For  a  good  look  at  the  action, 

get  your  copy  of  'Businessman's  Canada' 


It  takes  talent,  teamwork,  and  a 
^■^  knowledge  of  fundamentals  to  excel 

^^*  at  Canada's  most  popular  sport. 

And  you'll  need  those  same  skills 
working  for  you  to  win  in  the  Canadian  business  arena. 
Like  hockey,  the  Royal  Bank  was  born  in  Canada. 
And  because  we're  Canada's  leading  bank,  we  have  all 
the  resources  you'll  need  to  help  you  make  a  successful 
start  in  Canada's  fast-growing  industrial  environment. 

Our  book,  'Businessman's  Canada'  gives  you  a  good 
look  at  the  fundamentals  of  taxes,  labour,  tariffs. 


government  policies,  economic  conditions  and 
regional  differences. 

A  request  on  your  corporate  letterhead  will  speed 
your  copy  to  you.  And  you'll  begin  to  see  how  helpful 
it  can  be  to  team  up  with  the  Royal  Bank. 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency.  68  William  St.,  NY   10005. 

San  Francisco  Agency.  560  California  St.,  Cal.  94104 

Representative  offices  in  Chicago.  Dallas.  Los  Angeles. 

Head  Office.  Place  Ville  Mane.  Montreal. 

Toronto.  20  King  Street  West 

Over  1400  offices  in  Canada  and  around  the  world 


Argentina  •  Australia  •  Bahamas  •  Belgium  .  Belize  •  Brazil  .  Cayman  .  Channel  Islands  •  Colombia  •  Dominican  Republic  •  Eastern  Caribbean  .  France  •  French  West  Indies  •  Germany 
Great  Britain  .  Guyana  .  Ham  •  Hong  Kong  .  Jamaica  •  Japan  .  Lebanon  .  Malaysia  •  The  Netherlands  •  Puerto  Rico  •  Singapore  •  Trinidad  &  Tobago  •  United  States  •  Venezuela  •  Virgin  Islands 


down  3  miles  into  the  earth 
mm  the  oilyou  need,we  could  be 
in  the  hole  for  a  million  dollars. 
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2  MILES 


$450,000 


Even  under  normal 
circumstances,  drilling  for  oil 
is  financially  risky. 

Fairly  risky  if  the  well  is 
being  drilled  in  an  area  where 
oil  is  known  to  exist. 

Very  risky  if  it's  a  wildcat 
well.  (That's  a  well  in  an 
area  where  oil  has  never  been 
struck  before.) 

One  of  the  biggest  chances 
we  take,  of  course,  is  deep 
drilling.  Because  the  deeper 
we  drill,  the  more  expensive 
it  gets. 

But  it's  a  chance  we  have 
to  take.  Even  though  it 
could  cost  a  million  dollars 
to  drill  down  3  miles, 
we  could  still  come  up  dry. 

Right  now  we're 
deep-drilling  in  places  like 
Texas,  Louisiana,  and 
California.  Sometimes  to 
depths  of  20,000  feet  or  more. 
And  we'll  keep  on  drilling 
to  get  the  crude  oil  we  must 
have  to  make  the  products 
you  need. 

America  needs  energy. 
We're  working  to  see  that  you 
get  it. 

[tEXACO 

We're  working  to  keep  your  trust. 
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$1,000,000 
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Now  from  Hertz:  54  of  the  toughest 
new  standards  in  the  rent-a-car  industry 

To  help  give  you  a  clean  and  reliable 
car.  Fast.  Every  time. 


You  already  have  enough  to  worry  about  on  a 
business  trip.  That's  why  Hertz  established  54  of 
the  toughest  new  standards  in  the  industry  cov- 
ering every  step  it  takes  to  give  you  a  clean, 
reliable  car.  Fast.  Every  time;v. 

Standards  to  speed  up  your  reservation. 
Standards  for  faster  counter  service.  Standards 
for  more  intensive  car  maintenance.  Right  down 
to  checking  windshield  wipers  between  rentals. 
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\bur  Hertz  car. 
On<4!ess  thing 
to%orry  about. 


54  tough  new  standards.  You'd  expect  thr 
from  Hertz.  The  worldwide  leader  in  rent-a-cai 
After  all,  Hertz  created  rent-it-here/leave 
there,  express  check-in.  And  #1  Club  servi( 

54  tough  new  standards.  Because 
on  a  business  trip, 
you've  already 
got  enough  to  jw 
worry  about.       "-1 
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Speaking  Of  Bigness 

What  kind  of  business  is  exempt 

from  income  tax  and  most  antitrust  laws 

and  grossed  $44  billion  last  year?  Read  on. 


How  would  you  like  to  own  shares 
in  this  company?  It  earned  last  year 
$105  million  on  equity  capital  of  $206 
million  and  sales  of  $1.2  billion,  but 
paid  only  $3.1  million  in  income  taxes. 
The  company  is  called  Farmland  In- 
dustries. Headquartered  in  Kansas 
City,  it  owns  three  oil  refineries,  sev- 
eral fertilizer  plants,  18  feed  mills, 
three  insurance  companies,  five  meat 
processing  and  canning  factories,  a 
steel  fabricating  plant  and  an  inter- 
state pipeline. 

Sorry.  Unless  you  are  a  midwestern 
farmer,  you  can't  own  a  share.  Farm- 
land Industries  is  one  of  the  U.S.' 
7,800  farmer-owned  cooperatives, 
which  between  them  racked  up  $44 
billion  in  sales  last  year.  Nearly  three- 
fourths  of  the  nation's  2  million  farm- 
ers belong  to  a  cooperative.  Most  of 
the  co-ops  are  made  up  of  small-town 
grain  elevators  or  feed  stores.  A  re- 
gional co-op  like  Farmland  is  a  fed- 


eration of  local  units  that  has  gotten 
so  big  that  it  now  manufactures  a 
major  part  of  what  it  sells. 

There  are  basically  two  types  of 
co-ops:  One  is  a  supply  co-op— a 
means  for  farmers  to  pool  their  buy- 
ing power.  The  other  is  a  marketing 
cooperative,  which  gets  the  crops  to 
market  without  benefit  of  middlemen; 
among  the  latter  are  such  well-known 
names  as  Ocean  Spray  (cranberries), 
Welch  (grape  juice),  Sunkist  (citrus 
fruits ) . 

One  super  co-op  is  even  negotiating 
direcdy  with  the  Arabs  for  crude  oil. 
"We've  been  over  there  and  talked 
with  the  Saudi  royal  family,"  explains 
Sigved  Sampson,  president  of  Mid- 
land Cooperatives  and  head  of  the 
new  International  Energy  Coopera- 
tive. Sampson  is  offering  to  swap  ag- 
ricultural knowhow  in  return  for  a 
secure  source  of  supply  of  crude  for 
the  eight  co-op  refineries  in  this  coun- 


try. The  deal  cannot  fail  to  look  at- 
tractive to  Arab  leaders  who  wish  to 
produce  more  of  their  own  food. 

The  cooperative  concept— a  non- 
profit business  owned  and  financed  by 
the  people  it  serves— is  certainly  older 
than  the  modem  corporation.  "In 
theory,  it's  a  model  organization," 
says  Edward  Gelsthorpe,  who  is  now 
top  marketing  executive  at  United 
Brands,  but  was  once  president  of 
Ocean  Spray.  "The  capital  comes 
from  the  producer  and  the  rewards 
go  to  the  producer;  the  people  who 
do  most  of  the  work  realize  the  bene- 
fits of  good  management." 

On  the  supply  side,  farmers  bought 
about  $8  billion  worth  from  their  co- 
operatives during  fiscal  1974.  This 
business— most  of  it  handled  by  re- 
gional giants  like  Farmland,  AGWAY 
and  Gold  Kist— accounts  for  about 
30%  of  total  agricultural  consumption 
of  fertilizer  and  petroleum  and  20%  of 
the  seed,  chemicals  and  feed.  Most  of 
the  big  co-ops  that  provide  these 
products  have  now  expanded  to  the 
point  where  they  also  do  some  mar- 
keting for  their  members. 

The  marketing  cooperatives,  by 
contrast,  are  far  bigger.  Their  volume 
amounted  to  $36  billion  last  year. 
That    includes    75%    of    the    nation's 
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dairj  products,  35%  of  the  grain,  30% 
ui  fruits,  vegetables  and  cotton  and 
of  all  livestock. 
Sonic  marketing  co-ops— especially 
in  the  dairy,  grain  and  livestock  areas 
—don't  do  much  more  than  act  as 
sales  agents  for  their  products.  Milk 
co-ops,  for  example,  produce  only  10% 
of  all  fluid  processed  milk;  grain  co- 
ops do  little  milling  and  handle  just 
T<  of  grain  exports.  Only  in  the  fruit 


and  vegetable  area  do  the  coopera- 
tives typically  go  all  the  way  to  the 
final  consumer. 

Giant  Farmland  Industries  is  an 
amalgam  of  2,100  local  cooperatives 
representing  about  500,000  midwest- 
em  farm  families.  To  supply  those 
local  co-ops,  Farmland  employs  $600 
million  in  assets. 

When  a  local  co-op  buys  fertilizer 
from    Farmland,    or    when    a    farmer 


Leading  Farmer  Cooperatives 

Diversified  co-ops  get  most  of  their  revenues  from  selling  supplies  to  their 
farmer-members.  But  many  perform  some  marketing  functions  as  well, 
particularly  for  meat,  poultry  or  dairy  products.  In  contrast,  more  specialized 
commodity  co-ops  typically  don't  do  much  processing  or  distribution  of  the 
products  they  handle,  but  fruit  and  vegetable  co-ops  do  like  to  have  their 
own  brand  names  and  marketing  setups. 

Fiscal  1974 
Revenues 

(millions) 

Diversified  Co-ops 


AGWAY-Syracuse,  N.Y. 

Cenex— St.  Paul,  Minn. 

FCX-Raleigh,  N.C. 

FS  Services— Bloomington,  III. 

Farm  Bureau  Services— Lansing,  Mich. 

Farmland  Industries— Kansas  City,  Mo. 


Cold  Kist— Atlanta,  Ga. 

Indiana  Farm  Bureau— Indianapolis,  Ind. 

Land  O'Lakes— Minneapolis,  Minn. 

Landmark— Columbus,  Ohio 

Missouri  Farmers  Assn.— Columbia,  Mo. 

Southern  States— Richmond,  Va. 


Commodity  Marketing  Co-ops 


Associated  Milk  Producers— San  Antonio,  Tex. 
Calcot,  Ltd.— Bakersfield,  Cal.  (cotton) 
California  and  Hawaiian  Sugar— San  Francisco,  Cal. 
Central  Livestock  Assn.— St.  Paul,  Minn,  (stockyards) 
Dairylea  Cooperative— Pearl  River,  N.Y. 
Dairymen,  Inc.— Louisville,  Ky. 


Far-Mar-Co— Hutchinson,  Kan.  (grain) 
Farmers  Union  Grain  Terminal— St.  Paul,  Minn. 
Illinois  Grain— Bloomington,  III. 
Mid-America  Dairymen— Springfield,  Mo. 
Producers  Livestock— Salt  Lake  City,  Utah  (stockyards) 
Riceland  Foods— Stuttgart,  Ark. 


Fruit  and  Vegetable  Co-ops 


Calavo  Growers— Los  Angeles,  Cal.  (avocados,  50%)t 
Cal.  Almond  Growers— Sacramento,  Cal.  (almonds,  75%)t 
Cal.  Canners  and  Growers— San  Francisco,  Cal.  (canning) 
Citrus  Central— Orlando,  Fla.  (Seald-Sweet  fruits) 
Diamond  Walnut  Growers— Stockton,  Cal.  (walnuts,  55% )t 
Guild  Wineries  &  Distilleries— San  Francisco,  Cal.  (wines) 

Lindsay  Olive  Growers— Lindsay,  Cal.  (olives,  50%)t 
National  Grape  Co-op— Westfield,  N.Y.  (Welch  products) 
Ocean  Spray  Cranberries— Hanson,  Mass.  (cranberries,  85% )t 
Sunkist  Growers— Van  Nuys,  Cal.  (oranges,  45%;  lemons,  85%)t 
Sun  Maid  Raisin  Growers— Kingsburg,  Cal.  (raisins,  35%  )t 
Sunsweet  Growers— Menlo  Park,  Cal.  (prunes,  50%)t 


$1,039 
378 
229 
380* 
256 
1,238 


736 
725* 
1,100* 
350* 
450 
240* 


1,416 
200* 
500* 
395* 
340* 
460 


1,200* 
1,150* 
729 
625* 
401 
564 


30* 

125 

162 

180* 

60* 

50 


24 

135* 

107 

400* 

68 

55 


*  Estimated. 


t  Approximate  market   shore. 


sells  hogs  that  become  Farmland- 
Foods'  canned  ham,  the  transaction  is 
at  market  price.  At  the  year's  end 
Farmland  tallies  up  its  "profit,"  which 
represents  the  savings  to  members  of 
doing  business  through  the  coopera- 
tive. The  only  taxable  income  is  that 
earned  from  business  with  nonmem- 
bers,  which  must  not  exceed  50%  of 
the  total. 

In  fiscal  1974  (ended  Aug.  31), 
Farmland's  net  "savings"  amounted  to 
some  $88  million.  Half  of  the  money 
went  directly  to  members  in  the  form 
of  patronage  refunds.  Farmland  kept 
the  other  half— called  "retains"— to 
strengthen  its  own  equity  base,  is- 
suing shares  of  stock  to  members  for 
their  portions. 

This  is  a  standard  form  of  coopera- 
tive financing.  The  stock  usually  can- 
not be  traded.  When  a  member  dies 
or  retires  from  farming,  there  is  a 
procedure  for  buying  back  his  shares. 
A  cooperative  member,  however,  pays 
taxes  both  on  the  retains  and  on  the 
profit  that  is  actually  distributed  to 
him.  That's  like  corporate  stockhold- 
ers being  taxed  on  retained  earnings 
as  well  as  dividends. 

Restraint  Of  Trade? 

Ocean  Spray  provides  a  good  ex- 
ample of  the  cooperative  system  at 
work  in  the  marketing  area.  Basically, 
Ocean  Spray  sets  its  own  market  price 
for  cranberries,  but  it  is  committed 
to  purchase  the  full  production  of  its 
800  member-growers.  These  growers 
are  not  sure  exactly  how  much  they 
will  receive  for  their  crop  until  the 
marketing  year  ends.  Ocean  Spray 
makes  periodic  advances  to  its  mem- 
bers during  the  year,  and  at  year's 
end  figures  its  "profit,"  using  a  zero 
cost  figure  for  its  cranberries.  Then 
each  grower  gets  his  pro  rata  share 
minus  advances.  This  income  is  tax- 
able to  the  grower;  Ocean  Spray  is 
tax-exempt. 

In  fiscal  1973  Ocean  Spray's  total 
i (venues  were  $95  million.  Of  that, 
about  53%  went  for  processing  costs 
and  19%  for  advertising  and  admin- 
istrative expenses.  The  rest— just  oven 
$24  million— was  credited  to  the 
growers  to  the  tune  of  $12.(iri  pel 
barrel.  Of  this,  Ocean  Spray  takes  a 
portion  for  retains  to  build  its  own 
capital— just  like  Farmland. 

Interestingly,  Ocean  Spray  paid  for 
about  14%  more  cranberries  than  it 
was  able  to  sell;  the  balance  it 
freezes  to  hold  as  reserves.  This  is  a 
frequent  occurrence,  and  at  least  one 
indication  that  Ocean  Spray's  market 
ing  philosophy  is  based  on  artificial!) 
limiting  supplies.  Were  private  bus! 
nessmen  to  do  this,  they  might  well 
go  to  jail.  But  an  antitrust  exemption 
allows   cranberry   growers— and    other 
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NAME  THE 

FASTEST  GROWING  COMPANY 

IN  THE  NATION'S  LARGEST 

INDUSTRY 


The  fastest  growing  company  in  health  care,  the 
nation's  largest  industry,  is  Hospital  Corporation  of 
America. 

If  you  haven't  heard  of  us,  it's  because  we've  been 
too  busy  to  sound  off.  Too  busy  building  and  acquiring 
hospitals  with  private  capital.  Too  busy  developing 
management  systems,  for  our  own  hospitals  and  those 
we  manage  for  others,  that  would  not  only  effect 
operating  economies  but  improve  the  quality  of  health 
care  as  well. 

Today  we  operate  63  hospitals  with  over  9,500 
beds  in  14  states.  In  every  one  of  them  we're  delivering 


superior  health  care  at  the  lowest  possible  cost.  We're 
doing  our  level  best  to  serve  the  needs  of  the  patient 
while  saving  him  money,  and  we're  succeeding.  But 
while  we've  come  a  long  way  in  just  six  years,  we've 
taken  only  a  short  step  toward  our  ultimate  goal. 

We're  committed  to  delivering  the  highest  quality 
health  care  to  as  many  Americans  as  we  possibly  can. 
And  as  we  make  good  on  that  commitment,  you  II 
hear  from  us. 

We'll  probably  be  operating  a  well-managed, 
investor-owned  hospital  right  there  in  your  own 
community. 


HOSPITAL  CORPORATION  OF  AMERICA 

Nashville,  Tennessee 


farmers  marketing  through  coopera- 
in  effect  to  agree  on  the  price 
at  which  they  will  market  whatever 
tlu'\  produce. 

Basically,  the  outlook  for  farmer 
cooperatives  is  as  bright  as  the  future 
of  American  agriculture.  Today's 
dickering  with  the  Arabs  suggests 
how  aggressive  the  big  supply  co-ops 
can  be.  For  projects  where  even  they 
are  not  big  enough,  they  are  forming 
jointly  owned  "third-level"  coopera- 
tives. The  largest  of  these,  fertilizer 
maker  CF  Industries  of  Chicago, 
should  top  $300  million  in  revenues 
this  year. 

The  expert  view,  however,  is  that 
most  of  the  greatest  growth  for  co- 
ops will  probably  be  on  the  market- 
ing side.  "Cooperatives  are  going  to 
band  themselves  together  and  get 
more  of  the  export  market,"  says  Dr. 
Ronald  Knutson,  head  of  the  Depart- 
ment of  Agriculture's  Farmer  Coop- 
erative Service.  "Also,  there's  going  to 
be  more  development  of  branded 
products."  Currently,  for  example, 
there  are  few  co-op  brands  for  beef 
or  pork.  But  Farmland  is  expanding 
fast  into  that  area,  and  Gold  Kist  al- 
ready sells  its  own  broilers  and  eggs. 
For  years,  of  course,  Land-O-Lakes 
has  distributed  its  own  butter  and 
cheese.  Now  Guild  Wineries  is  ex- 
panding   internationally,    distributing 


Co-ops  Vs.  Competition 


Because  of  the  high  market  shares 
of  some  specialized  co-ops  and  their 
relationships  with  big  business,  they 
are  the  targets  of  antitrust  actions 
by  both  the  Department  of  Justice 
and  by  the  Federal  Trade  Commis- 
sion. The  role  of  the  co-ops  in  get- 
ting food  prices  to  their  current  highs 
is  the  subject  of  a  continuing  Con- 
gressional investigation.  And  political 
contributions  by  milk  marketing  co- 
ops that  came  to  light  in  the  Water- 
gate investigations  brought  a  bumper 
crop  of  bad  publicity. 

The  cooperatives'  antitrust  exemp- 
tion was  first  spelled  out  in  the  Cap- 
per-Volstead  Act  passed  by  Congress 
in  1922.  That  law  allows  bona  fide 
marketing  co-ops  to  establish  a  single 
set  of  prices  for  their  members'  prod- 
ucts. (If  competing  businessmen  did 
this,  it  would  be  price-fixing— a  clear 
antitrust  violation. ) 

But  the  co-ops'  exemption  isn't  to- 
tal. They  are  forbidden  to  engage  in 
other  monopolistic  practices— such  as 
forcing  farmers  to  join  an  association 
to  expand  its  market  power.  Those 
tactics  were  the  subject  of  a  recently 
settled  Justice  Department  suit  against 
Associated  Milk  Producers,  Inc.  And 
while    co-op    members     can     jointly 


agree  on  a  market  price  for  their  prod- 
ucts, that  price  cannot  be  so  high  as 
to  yield  monopolistic  profits— what- 
ever that  means. 

The  Secretary  of  Agriculture  is 
charged  with  enforcing  this  rule,  but 
in  52  years  no  Secretary  has  ever 
seen  fit  to  take  action.  "With  his 
natural  bias  toward  the  farmer,  I'm 
not  sure  the  Secretary  is  the  right  man 
for  that  job,"  says  John  Heinz  of 
Pennsylvania,  leader  of  the  Repub- 
lican Antitrust  Task  Force,  which 
seeks  to  limit  the  co-ops'  antitrust 
exemption. 

Two  current  and  important  court 
cases  focus  upon  what  a  co-op  must 
do  to  justify  the  name  and  claim  the 
antitrust  immunity.  One  involves  the 
National  Broiler  Marketing  Associa- 
tion, an  organization  of  60-odd  in- 
tegrated chicken  producers  (several 
are  public  corporations)  whose  sales 
approach  $1  billion  annually  and  are 
nearly  half  those  of  the  entire  broiler 
industry.  Many  of  its  members  hire 
contract  growers  to  raise  their  chick- 
ens. Because  of  this,  the  Justice  De- 
partment claims  they  are  not  true 
"farmers,"  and  thus  should  not  be  al- 
lowed a  price-fixing  exemption. 

The  FTC  has  a  similar  complaint 


Many  farmer  co-op  labels— among 
them  Sunkist  oranges  and  lemons, 
Sunsweet  prunes,  Sun  Maid  raisins 
and  Diamond  walnuts— are  market 
leaders.  Most  dominant  co-op  brand: 
Ocean  Spray  cranberries,  with  85%. 


and  selling  wines  here  for  several  Eu- 
ropean cooperatives. 
(  The  bigger  cooperatives  are  pro- 
fessionally managed  by  executives 
who  are  well  paid  for  their  efforts. 
On  the  supply  side,  co-ops  are  models 
of  forward  integration.  And  in  mar- 
keting, many  co-ops  have  been  im- 
mensely successful  in  creating  brand 
identity  for  what  otherwise  would 
be  commodity-type  products.  Sunkist 
lemons  and  Welch's  grape  juice  are 
two  examples.  Ed  Gelsthorpe  made 
such  a  name  for  himself  in  reviving 
Ocean  Spray's  cranberry  business  af- 
ter the  1959  cancer  scare  that  he 
eventually  became  president  of  Gil- 
lette before  leaving  to  join  United 
Brands. 

You  can  criticize  the  farm  coopera- 
tives for  their  antitrust  and  tax  ex- 
emptions, but  there  is  no  getting 
away  from  the  fact  that  they  are  an 
essential  part  of  the  system  that  has 
made— and  has  kept— American  ag- 
riculture one  of  the  wonders  of  the 
economic  world.  ■ 


against  Central  California  Lettuce  Pro- 
ducers. Its  22  members,  among  them 
United  Brands,  sell  about  25%  of  the 
nation's  lettuce  and  enjoy  annual  rev- 
enues of  nearly  $250  million.  But,  like 
the  broiler  co-op,  the  lettuce  co-op 
never  takes  title  to  the  produce  of  its 
grower-members.  The  FTC  seems  to 
be  saying  that,  to  claim  antitrust  im- 
munity, a  co-op's  members  should  do 
more  than  just  fix  prices. 

Corporate  membership  in  coopera- 
tives poses  some  real  problems.  Take 
Lindsay  Olive  Growers,  which  mar- 
kets about  half  the  nation's  olives  un- 
der its  own  brand  name.  Zapata 
Corp.  (1973  revenues:  $208  million) 
is  developing  a  5,000-acre  olive  grove 
that  should  eventually  account  for 
some  25%  of  U.S.  production.  If  Za- 
pata doesn't  join  the  co-op,  it  will 
surely  become  a  formidable  competi- 
tor; but  if  it  does  join,  Zapata  may  be 
in  a  position  to  dominate  other  glow- 
ers. Currently  the  law  treats  a  giant 
like  Zapata  the  same  way  as  it  dors 
a  family  farm  that  happens  to  be 
incorporated. 

How  to  be  large  though  small 
a  problem  that  seems  to  raise  its  head 
in    varying     guises     throughout     the 
whole  economy. 
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The  Fat  Years 


After  many  lean  years,  Detroit's  McLouth  Steel 
is  in  clover  these  days.  For  how  long? 


"If  you  can  meet  with  triumph  and 
disaster,"  went  the  famous  lines  from 
Kipling,  "and  treat  those  two  impos- 
ters  just  the  same.  ..." 

These  are  certainly  days  of  triumph 
for  Detroit's  McLouth  Steel.  True, 
auto  industry  demand  is  sagging;  but 
offsetting  that  is  strong  buying  of  steel 
for  pipelines  and  chemical  plants. 
With  Europeans  paying  a  $50-a-ton 
premium  for  U.S.  steel,  and  steel 
prices  up  40%  over  the  last  18  months, 
Chairman  Thomas  Johnson  and  Presi- 
dent Gene  Gann  predict  that  sales 
will  be  up  by  over  a  third  this  year 
from  1973,  to  some  $500  million.  And 
thanks  to  both  higher  prices  and  larg- 
er shipments  of  fat-margined  items 
like  stainless  steel  (now  20%  of  sales), 
earnings  should  more  than  double  to 
some  $34  million,  or  nearly  $6.50  a 
share.  Not  bad. 

Especially  not  bad  for  a  company 
that  was  eyeball-to-eyeball  with  di- 
saster just  three  years  ago.  In  1970 
and  1971  McLouth  rocked  the  in- 
dustry by  announcing  losses  totaling 
nearly  $26  million.  Its  bankers,  in  the 
hole  for  $45  million  in  90-day  notes 
plus  $84  million  in  long-term  loans, 
put  in  Johnson  to  sort  out  the  mess. 
Recalls  Johnson,  who  had  been  First 
Boston  Corp.'s  resident  steel  expert: 
"McLouth  was  due  for  an  $8-million 
reline  for  a  blast  furance.  The  bank- 
ers wanted  to  know  where  it  would 
get  the  money." 

McLouth  was  paying  the  price  of* 
pioneering.  A  scrap  dealer,  the  late 
Donald  B.  McLouth  had  set  up  the 
company  with  strong  backing  from 
General  Motors,  which  wanted  a  lever 
in  a  price  hassle  with  National  Steel. 
At  first,  everything  went  according  to 
plan.  Steel  prices  in  Detroit  dropped 
$2  a  ton,  and  McLouth  Steel,  cheek- 
by-jowl  with  the  auto  body  plants, 
prospered  enough  to  be  the  first  U.S. 
mill  to  Introduce  the  more  efficient 
basic  oxygen  furnaces. 

But  steel  also  takes  processing  after 
it  is  made,  and  by  the  late  1960s 
McLouth  was  sorely  in  need  of  a 
new  slabbing  mill  to  convert  its  in- 
gots into  slabs  suitable  for  rolling.  Its 
dilemma:  It  could  be  probably  the 
last  U.S.  steelmaker  ever  to  install  a 
slabbing  mill;  or  it  could  gamble  on  a 
largely  unproven  new  process  that 
would  eliminate  both  ingots  and 
slabbing  mill  by  pouring  the  molten 
steel  directly  from  the  furnace  into 
continuous  slab-casting  machines. 

McLouth  decided  to  gamble  $105 


million,  more  than  its  total  capital 
outlay  for  the  previous  eight  years, 
on  four  continuous-casting  machines 
—which  promptly  ran  into  trouble. 
"Nothing  happened  right  for  us,"  says 
Gann.  Not  only  was  McLouth 
plagued  with  strikes;  it  also  suffered 
the  extra  cost  burden  of  keeping  its 
old  operation  going  to  keep  GM  and 
other  customers  happy. 

What  got  McLouth  out  of  the  bind 
was  the  arrival  of  Tom  Johnson,  who 
had  been  raising  money  for  steel  firms 


raw  material  prices.  Still,  this  year 
McLouth  expects  to  make  5%  on  sales, 
in  line  with  the  industry  average  and 
well  ahead  of  the  1.5%  it  made  in 
1972.  McLouth  has  also  reduced  its 
long-term  debt  by  a  third,  and  by  the 
year's  end  will  have  paid  off  its  short- 
term  loans  entirely. 

Next  year,  Johnson  and  Gann  pre- 
dict a  further  earnings  rise  of  at  least 
10%.  Detroit  won't  be  a  disaster  area, 
they  say,  armed  with  the  knowledge 
gained  from  daily  business  ■  contacts 
plus  frequent  late-night  card  games 
with  automen.  In  fact,  they  predict 
a  13.5-million  car  and  truck  year, 
comparing  well  with  the  14-million 
peak  set  in  1973.  "There's  no  stop- 
ping this  truck  market,"  says  Gann, 
adding,  after  only  a  moment's  reflec- 


Gann  and  Johnson  of  McLouth  Steel 

since  1936.  Johnson  sacked  most  of 
McLouth's  top  managers,  elevated 
Gann  (who  had  come  up  the  pro- 
duction side)  and  brought  in  a  hand- 
ful of  men  from  other  steel  mills. 

Then  came  the  fateful  step  of 
throwing  away  the  crutch— the  old  in- 
got-to-slab method  of  making  steel. 
"When  we  decided  we  would  make 
steel  by  continuous  casting  or  not  at 
all,"  says  Gann,  "we  broke  through  a 
barrier." 

Percentage  Pickup 

Has  it  paid  off  for  McLouth?  The 
aim  of  continuous  casting  was  to 
raise  yields  by  10%.  "We've  got  8%  of 
that  and  we  know  where  the  other 
2%  is,"  says  Gann,  who  claims  that  in 
steel  casting  he  can  "lick  the  pants 
off"  competitors  like  U.S.  Steel,  In- 
land and  National,  none  of  whom  has 
yet  switched  completely  to  continuous 
casting  the  way  McLouth  has. 

What  still  crimps  McLouth  is  that 
it  owns  none  of  its  coke  and  only 
65%  of  its  iron  ore,  so  that  it  is  far 
from  fully  protected  against  soaring 


tion,  "Anyway,  we  can  live  with  an 
11-million  year." 

Of  course,  steel  has  had  its  ups 
before,  only  to  be  followed  by  severe 
downs.  Gann  is  convinced,  however, 
that  this  particular  up  is  going  to 
last  a  long  time.  He  doesn't  think  that 
there  is  much  possibility  of  overex- 
pansion  this  time.  "There's  a  lot  of  in- 
dustry talk  about  expansion,"  he  says, 
"but  a  lot  less  action.  That's  why  I 
know  there's  going  to  be  a  shortage 
for  the  next  decade."  Gann  cites  some 
figures  of  his  own  to  show  why  over- 
expansion  is  unlikely.  He  says  it  would 
cost  McLouth  $500  rnillion  to  add  an- 
other mill,  which  would  double  its 
capacity.  That  would  cost  more  than 
all  of  McLouth's  present  capacity, 
which  is  carried  on  the  books  at  $350 
million  before  depreciation.  "I  can't 
see  investing  that  kind  of  money  when 
the  return  is  only  5%,"  he  says. 

It's  a  strong  argument,  and  may 
well  be  right.  At  a  time  when  other 
industries  are  already  experiencing 
dropoffs  in  demand,  steel  is  still  going 
strong.  ■ 
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The  Man  Who  Picked  Up  The  Pieces 


The  oil  companies  displayed  miserable  timing 

in  getting  into  the  fertilizer  business— which  enabled  John  Williams 

to  show  what  good  timing  looks  like. 


Remember  how  the  big  oil  compa- 
nies barged  into  the  fertilizer  business 
ten  years  ago?  By  1970  they  had  ex- 
panded it  into  a  state  of  profidessness, 
after  which  they  retreated  from  fer- 
tilizer almost  as  abrupdy  as  they 
barged  in.  And  as  they  did,  there  was 
John  H.  Williams  waiting  to  pick  up 
some  of  the  pieces  at  bargain  prices 
from  Gulf  Oil  and  Continental  Oil. 

John  Williams  is  the  56-year-old 
chairman  and  chief  executive  of  Tul- 
sa-based  Williams  Cos.,  a  latter-day 
conglomerate  whose  rapidly  growing 
sales  will  settle  in  around  $950  mil- 
lion this  year,  up  from  $235  million 
in  1970.  More  than  50%  of  that  will 
come  from  those  former  Gulf  and  Con- 
tinental fertilizer  operations,  which 
Williams  has  regrouped  under  a 
wholly  owned  subsidiary  called  Agri- 
co  Chemical  Co.  Agrico  is  doing  very 
well  indeed.  From  a  pretax  net  of 
around  $37.5  million  in  1973,  that 
company  may  earn  close  to  $50  mil- 
lion this  year.  That  would  be  more 
than  Williams  Cos.  in  its  entirety 
earned  last  year. 

True,  Williams  Cos.  has  taken  on  a 
lot  of  debt  in  the  process— and  not 
just  to  swing  the  fertilizer  acquisi- 
tions. Back  in  the  middle  Sixties,  when 
it  was  a  small  pipeline  construction 
outfit  with  capital  of  only  $30  mil- 
lion, John  Williams  borrowed  nearly 
$290  million  to  buy  the  6,300-mile 
system  of  Great  Lakes  Pipe  Line  Co.  By 
1970  his  debt  was  1.6  times  the 
amount  of  his  equity.  Today,  even 
with  the  fertilizer  acquisitions,  the  ra- 
tio has  been  pared  a  bit.  But  Wil- 
liams Cos.'  debt,  at  $450  million,  still 
exceeds  its  $435  million  of  equity. 

Williams  has  played  the  high  lev- 
erage game  a  lot  better  than  many 


of  the  funny-money  conglomerators, 
however.  For  one  thing,  he  has  al- 
ways made  sure  he  had  plenty  of 
cash  on  hand  to  back  up  his  borrow- 
ing. Even  when  he  borrowed  all  that 
money  to  buy  the  pipeline  in  1965, 
half  his  $30  million  in  assets  was  cash. 
When  he  borrowed  to  buy  the  fer- 
tilizer operations  in.  1971  and  1972, 
he  had  over  $125  million  in  the  bank. 
Today  he  has  around  $200  million  in 
cash,  almost  one-fifth  of  his  total  as- 
sets. "We've  always  had  a  sockful  of 
money  around,"  says  the  tastefully 
dressed,  Yale-educated  Williams, 
head  of  the  company  since  taking  over 
his  uncle's  construction  business  in 
1954.  "It  goes  back  to  our  construc- 
tion days  when  you  could  go  from 
boom  to  bust  almost  overnight." 

Managing  The  Money 

Williams  has  timed  his  borrowing 
very  shrewdly.  In  1971  he  sold  $60 
million  of  subordinated  convertible 
debentures  bearing  interest  of  only 
5.65%,  which  came  in  handy  a  year 
later  when  he  picked  up  those  fer- 
tilizer operations  (and  the  Agrico 
name)  from  Continental  Oil.  Last 
year  Williams  was  able  to  force  the 
conversion  of  that  debt  into  equity, 
giving  his  company  further  borrow- 
ing power  just  as  Agrico's  earnings 
were  beginning  to  soar.  Anticipating 
that  conversion,  he  had  already  lined 
up  $150  million  in  three-year  con- 
struction loans  for  fertilizer  expansion 
projects,  plus  $75  million  in  bank 
credit  lines  to  be  tapped  later  on. 

So,  even  though  he  is  in  the  midst 
of  a  $280-million,  two-year  expan- 
sion program  that  will  add  50%  to 
his  fertilizer  capacity  by  mid- 1975, 
Williams   hasn't  had  to  borrow   any 


additional  money  at  1974's  sky-high 
interest  rates,  although  he  is  paying 
1974  rates  on  that  $150-million  re- 
volver. Nor  will  he  have  to  borrow 
next  year.  "Without  dipping  into  our 
cash  hoard  at  all,  we  will  generate 
internally  $130  million  or  more  in  cash 
flow  this  year  and  probably  nearly 
$200  million  next  year,"  he  says. 
"That  gives  us  the  option  to  convert 
our  bank  credit  loans  into  long-term 
debt  when  the  capital  markets  are 
more  favorable.  We  can  wait  until 
1976  or  1977  if  we  have  to." 

Meantime,  Williams  has  been  in- 
vesting that  "cash  hoard"  to  produce 
additional  earnings.  About  15%  of  the 
company's  profits  came  from  its  in- 
vestments last  year,  though  the  per- 
centage will  be  way  down  this  year, 
thanks  to  the  stock  market  and  the 
sharp  upswing  in  fertilizer  profits. 
"The  investment  operation  is  our  win- 
dow on  the  outside  world,"  he  says. 
"We  can  spot  businesses  we  should 
either  invest  in  or  acquire." 

That's  what  eventually  led  him  in- 
to fertilizer.  "When  we  first  looked 
at  the  industry  in  the  late  1960s,  the 
profits  were  suffering  from  the  ex- 
pansion binge  of  earlier  years,"  says 
Williams.  "But  we  figured  demand 
would  once  again  outstrip  supply. 
And  the  best  time  to  buy  into  a  busi- 
ness is  when  it's  doing  lousy  and  the 
price  is  cheap,  not  when  it's  booming." 

Williams'  first  bid  was  in  1969  for 
International  Minerals  &  Chemical, 
the  big  fertilizer  outfit  with  enormous 
Canadian  supplies  of  potash. 

Several  others  bid,  too,  but  in  the 
end,  IMC  decided  not  to  sell.  That 
was  fortunate  both  for  IMC's  share- 
holders (their  shares  have  gone  from 
a   low  of    IDs   in    1969   to   a   recent 


Key  Element.  With  these  large  Florida  phosphate  deposits,   Williams  is  now  a  major  integrated  fertilizer  producer. 
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"What's  it  take 

to  get  a 
letter  out  of 


here?: 


Maybe  it  takes  a  bigger  postage  meter. 

While  you've  been  busy  adding 
people  to  each  department,  typists  for 
those  people,  typewriters  for  the  typists, 
maybe  you've  forgotten  about  the  post- 
age meter  for  the  typewriters. 

Considering  how  much  of  your  new 
output  ends  up  as  mail,  and  that  your 
old  reliable  postage  meter  is  still  taking* 
it  all  on  one-letter-at-a-time,  it's  the  kind 
of  oversight  that  can  leave  you,  in 
effect,  still  understaffed. 

If  your  postage  meter  is  taking  on  more  typewriters 
than  it  can  handle,  you  can  count  on  your  letter  getting 
caught  in  a  5  o'clock  bottleneck.  Which  simply  means 
that  one-at-a-time  isn't  a  fair  fight  any  more. 

But  you  can  even  the  odds  by  matching  your  type- 
writers to  a; Pitney  Bowes  automatic  feed  postage  meter 
mailing  machine. 

It  can  take  on  a  pile  of  letters  of  almost  any  size  and 
weight,  and  automatically  feed,  seal,  print  postage 
(which  includes  cancelling,  dating,  postmarking)  and 
stack  them  neatly  in  a  tray  ready  to  go  out.  It  can  keep 
track  of  postage  used.  (That's  automatic,  too.)  And  pro- 
vide moistened  meter-stamped  tape  for  packages  as 
well. 

And  while  it's  waiting  for  what  used  to  be  the  5 
o'clock  bottleneck  to  begin,  it  can  do  automatic  check 
signing,  imprint  dates  on  incoming  mail,  handle  parcels. 


Pitney  Bowes  makes  systems  to  get  your  letter  to 
the  mailroom  and  through  the  mailroom  faster. 

There's  a  Pitney  Bowes  System  to  speed  up  all  the 
things  that  growing  can  slow  down:  collating,  counting, 
addressing,  folding,  inserting,  weighing,  postage  meter- 
ing, copying,  even  mail  opening.  For  information,  write 
Pitney  Bowes,  1711  Pacific  St.,  Stamford,  Conn.  06904, 
or  call  one  of  our  190  offices  in  the  U.S.  and  Canada. 


Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


1 

vironmental  policy  must 
balance  two  opposing  but  not      I 
irreconcilable  ideas-first,  J 

growing  repugnance  in  I 

industrialized  nations  at  further    I 
degredation  of  the  environment; 
second,  recognition  that  without 
adequate  supplies  of  energy       j 
those  nations  will  die.  Let's  agree 
to  find  the  balancing  point- 
together."  ! 


Thornton  F.  Bradshaw 

President 

Atlantic  Richfield  Company 


If  you'd  like  more  information  write  us. 
P.O.  Box 71566 


ARCO   <> 


P«tfo4.um  Product*  ol 


Los  Angeles,  California  90071  AtianticRichtieidCompany 


price  of  39)  and  for  Williams.  By  the 
time  Williams  actually  did  acquire  a 
fertilizer  outfit  in  1971,  the  industry 
had  had  two  of  its  poorest  profit  years 
ever  behind  it,  and  the  turnaround 
was  that  much  closer.  The  oil  com- 
panies, as  shortsighted  in  getting  out 
as  they  had  been  about  getting  in, 
were  more  than  happy  to  sell  out. 
"They  just  couldn't  afford  to  be  in 
oil  and  fertilizer  both  as  the  energy 
situation  worsened,"  says  Williams. 

In  acquiring  fertilizer  facilities  from 
Continental  and  Gulf,  Williams  need- 
ed someone  to  run  them.  He  turned 
to  Kenneth  Lundberg,  who  headed 
up  CF  Industries,  the  largest  fer- 
tilizer-producing co-op,  which  was 
making  money  at  a  time  when  most  in 
the  business  were  in  the  red.  Lund- 
berg did  not  come  cheaply.  Williams 
had  to  offer  him  $100,000  a  year  in 
salary,  a  $50,000-a-year  pension  for 
life,  3.5%  of  Agrico's  stock  (now  par- 
tially converted  into  150,000  shares 
of  Williams  common)  and  a  bonus 
tied  to  pretax  profits.  Last  year,  these 
enticements  brought  in  over  $482,000 
for  Lundberg.  Still,  Williams  says  ad- 
miringly: "Without  Ken  Lundberg,  we 
wouldn't  be  where  we  are  today 
in  fertilizer." 

Glut  Again? 

How  long  will  the  honeymoon  last 
in  fertilizer  before  overexpansion  once 
again  grips  the  industry?  Though 
Williams  Cos.  is  expanding  now,  few 
others  are.  One  reason  is  raw  materi- 
als. Natural  gas  for  nitrogen  fertilizer 
is  in  short  supply,  and  most  of  the 
world's  potash  is  located  in  Canada, 
where  the  government  has  grown  very  , 
sticky  about  exports.  But  Agrico  is  in 
a  fine  supply  position  with,  among 
other  materials,  huge  deposits  of 
phosphate  rock  in  Florida  and  North 
Carolina. 

Moreover,  Williams'  other  busi- 
nesses happen  to  be  doing  well  just 
now,  too.  His  pipeline  construction 
business,  whose  cyclically  prompted 
him  to  conglomerate  in  the  first  place, 
is  booming  amid  the  energy  crisis. 
Among  other  things,  Williams  Cos., 
as  managing  partner  in  Arctic  Con- 
structors, will  build  a  223-mile  stretch 
of  the  Alyeska  pipeline  from  the 
North  Slope.  And  the  company's  own 
pipeline,  now  covering  some  8,300 
miles  in  12  north  central  and  mid- 
western  states,  is  likewise  benefiting 
from  the  -energy  crisis.  A  1969  ac- 
quisition, Edgecomb  Steel,  a  processor 
and  distributor  of  specialty  metals 
products,  is  experiencing  its  third 
straight  record  year. 

All  of  which  goes  to  show  that 
neither  high  debt  nor  conglomeration 
is  necessarily  bad,  if  handled  with 
finesse.  ■ 


To  end  the  day 

or  to  start  the  evening. 

To  share  with  friends 

at  a  party  or 

with  a  friend,  alone. 

The  joy  of  Scotland. 

Distilled  and  brought  to 

perfection  in  every  bottle 

of  J  &  B  Rare  Scotch. 


RARE 
SCOTCH 


JUSTERINI&BROOKS 
fautdedl749 


Some  day  this  land  will  brighten  the  future 


The  fullest  utilization  of  our  1.6  million  acres  of 
forestlands,  consistent  with  good  forest  manage- 
ment, is  our  continuing  goal.  But  before  we 
decide  how  and  when  our  resources  should  be 
developed  and  marketed,  we  carefully  evaluate 
our  many  growth  and  diversification  options  not 
only  for  short  and  long  range  return,  but  for 
their  long-term  effects  on  man  and  nature  as  well. 


The  titanium  deposits  being  mined  on  some  of 
our  Florida  lands  have  helped  dress  a  lot  of  happy 
brides.  Titanium  is  the  ultimate  whitener.  It's 
used  by  the  textile  industry  to  make  the  kind  of 
truly  gleaming  white  fabrics  that  made  up  her 
beautiful  wedding  gown.  Another  major  use  of 
titanium  is  as  a  whitener  in  paints.  And  it  helps 
to  make  white  wall  tires  really  white. 


mprove  the  present  and  preserve  the  past. 


As  a  major  supplier  to  the  building  industry  we 
realized  the  growing  importance  of  the  do-it- 
yourself  market.  This  influenced  our  decision  to 
acquire  and  expand  Moore  Handley,  our  chain 
of  42  home  improvement  centers  in  the  South- 
east. At  each  one,  do-it-yourselfers  and  profes- 
sional builders  can  find  everything  they  need  to 
build,  repair  or  redecorate.  From  lumber  to 
paint,  appliances  and  fixtures. 


Paper  and  paperboard  still  represents  the  major 
portion  of  our  business.  Much  of  it  includes  fine 
white  printing  papers,  often  used  in  a  variety  of 
books  like  those  capturing  the  great  events  of 
the  past.  It's  nice  to  know  we  can  help  people 
enjoy  the  present,  appreciate  the  past  and  look 
forward  to  the  future. 


Union  Camp 


Growing  in  more  ways  than  one. 

Union  Camp  Corporation,  1600  Valley  Road,  Wayne,  New  Jersey  07470 


Thanks  to  Chromalloy's  patented 
process,  vital  metal  parts  are  anti- 
friction coated— "chromalized"  to 
protect  against  abrasion,  corrosion 
and  high  temperature  in  fan  jet 
engines  such  as  the  one  pictured  here. 

Through  its  local  representative, 
R.B.  Jones  of  St.  Louis,  Inc.,  The  Home 
Insurance  Company  delivers  multiple 
line  coverage  for  this  multinational 
giant.  The  program  includes  property, 
casualty,  and  liability  insurance  sophis- 
ticated enough  to  fit  its  growing  in- 
terest in  metals,  consumer  products 
and  services,  pharmaceuticals,  textiles, 
building  products  and  more. 

Your  business  insurance  needs  may 
be  local  or  multinational,  simple  or 
complex.  In  any  case,  Home  has  what 
it  takes.  Contact  your  broker  or  look  for 
your  Home  agent  in  the  Yellow  Pages. 


HOME 


Home 

Insurance 

Companies 

A   CITY  INVESTING   COMPANY   GROUP 


No  Hiding  Place  Down  Here? 

Congress  is  preparing  to  crack  down  on  tax  havens— 
but  that  won't  bring  back  the  money  already  out  there. 


When  it  comes  to  discussing  the 
methods  and  merits  of  offshore  tax 
haven  investment,  U.S.  lawyers  in- 
volved adopt  the  attitude:  See  no 
Forbes,  hear  no  Forbes,  speak  to  no 
Forbes.  They  even  called  each  other 
by  phone,  warning  that  we  were  call- 
ing around. 

What  are  they  afraid  of?  They 
fear  the  three  Ps:  Politicians,  Pub- 
licity and  unPopularity. 

Tax  havens  are  vulnerable  to  all 
three.  They  are  places  with  little  or 
no  taxes  where  an  outside  company 
or  individual  can  set  up  a  firm  (or 
trust)  through  which  the  parent  can 
shuffle  paper  and  profits,  thus  avoid- 
ing or  delaying  taxes  at  home.  Snug- 
gled in  places  like  the  Cayman  Islands, 
the  Bahamas,  the  New  Hebrides  Is- 
lands and  Liechtenstein,  the  securities 
and  other  assets  become,  so  to  speak, 
stateless.  The  profits  they  produce  are 
free  from  most  taxes. 

On  the  portico  of  the  Internal  Reve- 
nue Service  building  in  Washington, 
D.C.,  these  words  are  chiseled  in 
granite:  "Taxes  are  the  price  we 
pay  for  civilization— Oliver  Wendell 
Holmes."  Maybe  so,  but  it's  not  sur- 
prising that  many  people  seek  the  ad- 
vantages of  civilization  without  hav- 
ing to  pay  too  much  in  taxes.  Tax 
evasion  is,  of  course,  illegal.  Tax 
avoidance  is  not.  A  secret  Swiss  bank 
account  is  evasion;  the  owner  risks 
jail.  But  tax  avoidance  is  in  many 
cases  knowingly  permitted  by  govern- 
ments for  perfectly  sound  reasons. 

Obviously,  tax  havens  are  for  big 
corporations  or  for  the  very  rich.  They 
are  for  those  who  can  afford  to  let 
the  money  pile  up  unused  and  un- 
taxed; as  soon  as  the  income  comes 
home,  the  tax  collector  pounces  on  it. 

Complete  Anonymity 

For  example,  an  American  com- 
pany with  a  plant  overseas  can  have 
that  plant  send  its  profits  to  a  sub- 
sidiary in  the  tax  haven.  Then  that 
profit  can  be  invested  elsewhere.  If 
the  money  had  been  sent  to  the  U.S. 
first,  corporate  taxes  would  have  a  big 
bite.  One  expert  estimates  that  600 
to  700  of  the  largest  corporations  in 
the  world  have  subsidiaries  in  a  tax 
haven  somewhere. 

How  much  money  do  the  tax  ha- 
vens hold?  Nobody  really  knows.  One 
knowledgeable  source  thinks  that 
Americans  alone  have  $2  billion  or 
more  in  them.  Worldwide,  the  figures 
probably  run  into  the  tens  of  billions 


of  dollars.  But  there  are  no  public 
records— which  is  one  reason  tax  ha- 
vens are  so  popular. 

Wealthy  individuals  can  take  ad- 
vantage of  tax  havens  in  a  number 
of  ways,  but  the  most  popular  is  the 
foreign-situ  trust.  A  person  with  a 
lump  of  capital  can  set  up  such  a 
trust  in,  say,  the  Cayman  Islands.  He 
could  "sell"  his  capital  to  the  trust  for 
a  fixed  private  annuity  for  his  life- 
time or  the  combined  lifetimes  of 
him  and  his  spouse.  Because  the  trust 
is  considered  by  current  U.S.  tax  laws 
a  nonresident  alien,  it  is,  with  respect 
to  capital   gains   transactions,   a  tax- 
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exempt  fund;  securities  can  be  bought 
and  sold  with  no  taxes  due  on  the 
profits.  As  for  the  income,  it  can  be 
accumulated  without  any  current  U.S. 
taxes.  On  death,  the  heirs  pay  only 
capital  gains  taxes  on  the  increase 
in  value,  no  federal  or  state  inheri- 
tance taxes.  The  person  who  sets  up 
the  trust  and  receives  the  annuity 
pays  capital  gains  on  part  of  the  mon- 
ey coming  to  him,  lowering  his  ordi- 
nary income  for  tax  purposes. 

There  are  risks.  Two  banks  in  the 
Cayman  Islands  collapsed  last  month, 
reportedly  trapping  some  depositors 
who  can't  complain  because  they  do 
not  want  their  governments  to  know 
they  had  money  there.  "If  you  have 
$300  million  you  can  put  $1  million 
offshore  and  not  worry,  but  if  you 
have  only  $1  million  and  put  the 
whole  thing  offshore,  you  are  crazy," 
says  David  Foster,  deputy  interna- 
tional tax  counsel  for  the  U.S.  Trea- 
sury Department.  Thousands  of  Eu- 
ropeans, Asians  and  Latin  Americans 
could  add  a  fervent  "amen."  They 
lost  hundreds  of  millions  trying  to 
shelter  capital  in  Bernard  Cornfeld's 
Investors  Overseas  Services. 

Narrowing  The  Cracks 

However,  a  crackdown  is  coming. 
The  foreign-situ  trusts  and  the  U.S. 
tax  treatment  of  them  are  being 
weighed  in  Congress  right  now.  The 
House  Ways  &  Means  Committee  has 
made  a  tentative  decision  to  tax  for- 
eign trusts  as  grantor  trusts,  which 
means  the  person  setting  up  the  trust 
would  be  taxed  currently  on  the  in- 
come the  trust  collects,  whether 
brought  home  or  not.  Also,  there 
would  be  an  interest  charge  on  the 
deferred  taxes  payable  by  the  bene- 
ficiaries of  the  trust,  and  the  27/2% 
excise  tax  on  transfers  of  appreciated 
stocks  or  securities  !o  a  foreign  own- 
ership is  to  be  increased  to  35%.  To- 
gether, these  new  rules  would  ef- 
fectively mean  the  end  of  foreign- 
situ  trusts  for  U.S.  citizens. 

Harvey  Dale  of  the  New  York 
law  firm  of  Schaeffer,  Dale,  Vogel 
&  Tavrow  is  the  author  of  a  legal 
text  on  foreign  trusts  and  tax  haven 
planning.  Dale  said  to  Forbes:  "This 
is  a  most  unpropitious  time  for  this  ar- 
ticle." He  is  uncomfortably  aware  of 
what  Congress  is  considering.  "I'm 
afraid,"  he  added,  "that  any  articles, 
particularly  in  popular  magazines 
rather  than  legal  journals,  will  hasten 
the  demise  of  the  foreign  trust." 
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How  Addressograpbl 
the  giant  to  the  world's 
"Both  Sides  Now! 


Lyle  Goodwin  is  our  resident 
inventor.  An  ex-salesman,  he's  got 
a  feeling  for  what  people  need  and 
want.  So  he  and  our  engineering 
staff  set  out  to  build  the 
world  a  better  high- volume 
plain-paper  copymaker. 

To  Lyle  and  the  staff,  we 
dedicate  the  new  AM  4875 
"Both  Sides  Now" 
Copymaker.  It's  the  only 
volume  copymaker  that  prints 
both  sides  in  one  pass! 

Since  multi-page  documents  are 
lately  accounting  for  a  big  chunk  of 
total  copying  volume,  using  both 
sides  of  a  piece  of  paper  is  long 
overdue.  Simply,  two-sided  copying 


saves  a  lot  of  money. 

Copying  on  both 
sides  saves  50%  on 
paper  costs. 

Copying 
on  both 
sides  saves 
filing  space 
and  postage. 

Copying 
on  both  sides 
in  one  pass  saves  50% 
on  operator  time. 

How  much  money 
could  your  organization 
save  with  two-sided 
copying  on  the  "Both 
Sides  Now"  Copymaker? 
Maybe  half.  Maybe  more.  Because 
this  remarkable  machine  has  many 
more  money-saving  characteristics 
than  an  ability  to  print  on  both  sides 

We're  telling  your  duplicating 
department  manager  the  "Both 
Sides  Now"  story  in  somewhat 
more  technical  terms.  We 
suggest  you  call 


:s 
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Hnltigraph  beat 
first  high  volume 
Jopymaker. 


your  local  Multigraphics  sales  office 
to  arrange  for  a  demonstration. 
The  two  of  you  can  see 
the  "Both  Sides  Now" 
Copymaker  in 
action,  and  we'll 
show  you  some 


very  compelling  figures  on  how 
much  you  can  save.  Or  write  for 

more  information:  Dept.  M., 
1800  W.  Central  Rd., 
Mt.  Prospect  111.  60056. 

y 
We  make  you  look  better  on  paper. 
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MULTIGRAPHICS  DIVISION 


it  tastes 
expensive 

...and  is. 
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WHISKY 
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Made  from  an  original  old  style 

sour  mash  recipe  by  Bill  Samuels, 

/burth  generation  Kentucky  Distiller. 


Maker's  Mark  Distillery,  Loretto,  Ky., 
Ninety  Proo/-Fully  Matured. 


Control  Meeting 
Budgets 


with  an 
All-inclusive 
Total  Concept 
Group  Plan 


4  days/3  nights 

$154.50* 

per  person,  double 


The  ultimate  in  group  facilities  for  up  to 
600.  21  completely  equipped  meeting 
rooms.  Matchless  accommodations  for  420 
persons.  Outstanding- recreational  facilities. 
Rate  includes  Twin  Bedded  Room,  all 
Meals,  Conference  Room,  Cocktail  Recep- 
tion, alt-  G'reen  fe.es  on  3  Great  Courses, 
Tennis  on  8  Courts,  Transfer  to  and  from 
Phoenix,  Taxes  and  Gratuities. 

177  50  Feb.  1  •  Apr.  6.  1975 
Write  for  details:  Reade  Whirwell,  Vice  Pres. 

THE  WIGWAM 

LITCHFIELD  PARK,  ARIZONA  85340 

Telephone   (602)  935  3811 

Tetley/Warner  Represented 


The  crackdown  on  in  situ  trusts 
for  individuals  would  by  no  means 
spell  an  end  to  tax  havens.  When 
used  by  corporations,  these  havens 
are  not  only  legal,  but  frequently 
advantageous  for  U.S.  businessmen 
trying  to  compete  overseas.  One  type 
of  such  haven  is  the  back-to-back  loan 
arrangement. 

Back-to-back  loan  arrangements  are 
frequent  and  are  one  of  the  reasons 
why  almost  all  major  banks  and  cor- 
porations have  subsidiaries  in  tax  ha- 
ven countries.  Explains  a  brochure 
describing  the  practical  uses  of  tax 
havens:  "A  cash-rich  subsidiary  incor- 
porated in  a  tax  haven  places  funds 
on  deposit  as  collateral  for  a  loan  to 
another  foreign  subsidiary  requiring 
financing.  Interest  earned  on  the  time 
deposit  accrues  free  of  tax,  while  the 
interest  expense  of  the  borrowing  sub- 
sidiary would,  in  most  countries,  qual- 
ify as  a  tax  deduction." 

Reinvoicing  is  another  nice  little 
legal  trick.  Example:  A  U.S.  multina- 
tional company  has  plants  in  six  for- 
eign countries.  It  buys  raw  materials 
for  all  of  them  through  a  subsidiary 
conveniently  located  in  a  tax  haven. 
The  tax  haven  company  then  "resells" 
the  materials  to  its  foreign  subsidiaries 
at,  say,  20%  more  than  it  paid  for 
them.  This  is  a  way  of  transferring 
some  of  the  profits  from  the  manu- 
facturing subsidiaries  where  they 
would  be  fully  taxed  to  another  sub- 
sidiary where  they  are  tax-free.  It's 
perfectly  legal. 

Telex  Capital 

Since  it  is  perfectly  legal  and 
very  attractive,  the  tax  haven  busi- 
ness has  attracted  many  blue-chip 
names.  Take  the  British  Cayman  Is- 
lands—a 13,000-population  group  of 
islands  with  14,000  Telex  numbers, 
Bank  of  Montreal,  First  National  City 
Bank,  Swiss  Bank  and  Trust  Corp. 
and  Barclays  Bank  International. 
Marshall  J.  Langer,  a  lawyer  in  Mi- 
ami who  has  written  on  the  advan- 
tages of  Cayman  Island  tax  havens 
for  a  Prentice-Hall  Tax  Ideas  series, 
has  pointed  out  the  attractions: 

No  income  tax.  No  capital  gains  tax. 
No  corporate  tax.  No  estate  tax.  No 
property  tax.  No  sales  tax.  No  inheri- 
tance tax.  No  death  duty.  Why  would 
a  country  set  itself  up  this  way? 
Most  of  the  tax  havens  are  found  in 
very  small  countries  with  nothing 
much  else  going  for  them.  As  a  tax 
haven,  they  enjoy  being  what  the  Brit- 
ish term  "a  financial  center,"  with 
banks,  subsidiaries  of  foreign  compa- 
nies and  the  attendant  fees  required 
to  do  business  from  the  country.  Most 
tax  havens  charge  the  companies  doing 
business  there  an  annual  fee  based  on 
a  percentage  of  the  assets  in  the  com- 


pany; many  "ask"  the  banks  with  sub- 
sidiaries there  to  buy  government 
bonds  to  finance  tourism.  It  appears 
to  be  a  kind  of  scratch-my-back-and- 
I'11-scratch-yours  relationship,  which 
gives  these  countries  certain  financial 
and  social  benefits  they  would  not 
otherwise  have. 

There  are  two  ways  of  looking  at 
the  burgeoning  tax  havens.  One  way 
is  to  calculate  the  loss  to  the  U.S. 
Treasury,  which  could  run  into  the 
billions  of  dollars.  But  the  other  side 
of  the  coin  is  this:  If  the  U.S.  were 
to  forbid  its  citizens  and  its  corpora- 
tions to  use  tax  havens,  it  could  be 
putting  Americans  at  some  serious  dis- 
advantage vis-a-vis  foreigners. 

An  example  is  the  shipping  industry 
and  the  oil  companies.  Liberia  is  an 
out-of-the-way  place  with  little  other 
than  a  very  healthy  number  of  ships 
under  registry.  If  the  oil  and  ship- 
ping companies  had  to  have  their 
ships  registered  somewhere  else,  U.S. 
shipping  would  become  much  more 
expensive  than  it  is  now.  Oil  com- 
panies have  their  Liberian  shipping 
subsidiary  charge  the  parent  the 
highest  possible  shipping  rates,  which 
means  that  a  good  part  of  the  profit 
from  each  barrel  of  oil  they  ship  re- 
mains in  the  untaxed  Liberian  sub- 
sidiary. From  there  it  can  be  moved  as 
capital  rather  than  as  dividends  to 
whichever  non-U. S.  area  the  parents 
are  investing  in.  Foreign  companies 
are  permitted  to  do  this  by  their  gov- 
ernments; forbidding  it  to  U.S.  firms 
would  put  them  at  a  disadvantage. 

Official  Wink 

In  Britain,  for  instance,  where  taxes 
are  sky-high,  the  government  some- 
times takes  a  tolerant  attitude  toward 
tax  havens.  A  British  banker  ex- 
plained the  trading  ramifications: 
"The  Bank  of  England  occasionally 
gives  permission  for  use  of  a  tax  ha- 
ven, providing  they  know  who  the 
beneficial  owner  of  the  company  is. 
Bank  of  England  might  give  the  com- 
pany, say,  seven  years'  tax  remission 
or  deferment— if  it  helps  the  British 
trade  position,  if  it  is  helping  build 
up  British  companies."  U.S.  tax  laws 
are  not  generally  that  flexible,  but 
neither  are  they  rigid. 

The  current  tax  reform  legislation, 
therefore,  is  not  aimed  at  bringing 
all  that  offshore  money  back  onshore. 
It  is  only  intended  to  hit  wealthy 
individuals  and  corporations  enjoying 
tax  breaks  that  ordinary  folk  don't 
get.  Of  course,  changes  in  the  Lam 
won't  end  illegal  use  of  tax  havens 
by  individuals,  but  it  will  make  them 
riskier  to  use.  Which  is  why  those 
lawyers  who  are  making  a  good  thing 
out  of  the  situation  would  as  soon 
that  pesky  reporters  just  go  away.  ■ 
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BeMis  is  fasmon,  safety 
coMMunications,  pacxaGinG 

anDQLOTMORe. 


We're  thousands  of  products  for  millions 

of  people. 

But  we're  not  a  conglomerate. 

Because  we  grow  out  of  ourselves 

.  .  .  creating  new  products  from 

existing  technologies.  For  vastly 

different  markets. 

That's  the  secret  of  our  growth. 

It's  why,  over  the  last  10  years, 


we've  had  an  average  annual  growth  rate 
of  15.5%  in  net  profits  before 
extraordinary  items. 
And  why  1 973  was  our  best  year  ever. 
Want  to  know  more?  Write  for  our 
annual  report.  Bemis  Company,  Inc., 
800  Northstar  Center, 
Minneapolis, 
MN  55402. 


Wfe're  breaking  into 
Clyde  ever  did. 


With  one  difference:  we're  helping 
banks  make  money,  not  lose  it.  With 
money  orders  from  our  subsidiary, 
Travelers  Express  Company.  The  hun- 
dreds of  banks  that  use  our  money 
orders  find  our  system  more  profitable 
than  their  own.  And  it  increases  bank 
balances,  too. 

We  provide  all  the  necessary  equip- 
ment. And  handle  all  the  daily  details 
like  tracing  and  record  retention.  So 
banks  that  use  our  Travelers  Express 
money  orders  save.  Not  only  precious 
time,  but  trouble  and  money. 

Money  Orders— one  of  the  many 
ways  we're  meeting  people's  needs. 
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KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 

Greyhound  Lines 

Greyhound  Lines  of  Canada 

Texas,  New  Mexico  &  Oklahoma  Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 


Carey  Transportation 
Florida  Parlor  Car  Tours 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Grewhound  World  Tours 
Korea  Greyhound 


Loyal  Travel  Service 
Motor  Coach  Industries 
Red  Top  Sedan  Service 
Trade  Wind  Transportation 
Walters  Transit 
Royal  Glacier  Tours 


Greyhound  Leasing  &  Financial 
of  the  U.S.,  Canada,  Switzerli 
England,  Japan,  Hong  Kong, 
Bermuda,  Brazil 

Greyhound  Guaranty  Ltd.,  Lond 

Greyhound  Computer 


anks  than  Bonnie  and 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


PRODUCTS 
JTICALS 
our-Dial 
our  Pharmaceutical 


FOOD 

Armour  Foods 
Armour  Le  Grys 
Klarer  of  Kentucky 
Pfaelzer  Bros. 


FOODSERVICE 
Greyhound 

Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 


SERVICES 

Aircraft  Service  International 

Border  Brokers 

Compass  Insurance 

Consultants  &  Designers 

Dispatch  Services 

Freeport  Flight  Service 


Florida  Export  Group 
General  Fire  &  Casualty 
Greyhound  Rent-A-Car 
Greyhound  Temporary  Personnel 
Las  Vegas  Convention  Service 
Manncraft  Exhibitors  Service 
Travelers  Express 
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ELEVATOR  COMPANY 


Our  future  is  a  building  without  a  function 


The  future  means  eliminating  single  function  buildings 
like  apartments,  stores,  schools  and  office  buildings. 
It  means  building  complexes  where  you,  and  your 
family,  can  live,  work,  and  play.That's  why  we're  work- 
ing on  ways  to  move  you  better  so  you'll  spend  less 
time  getting  to  your  job,  shopping,  or  to  recreation. 

Because  Otis  is  one  of  the  world's  largest  suppli- 
ers of  elevators,  escalators,  material  handling  equip- 
ment and  electric  vehicles,  we  have  a  vast  store  of 
know-how  in  motion  technology. 

We've  already  put  our  knowledge  to  work  to 
develop  computer-controlled  elevator  systems  that 


use  double-deck  elevator  cars,  feeding  into,  and  out 
of,  sky  lobbies.  We're  also  at  work  on  more  efficient 
moving  walks  and  multi-floor  escalator  systems. 

And,  at  our  new  Product  Research  Center,  we're 
investigating  the  theories  of  motion  and  their  prac- 
tical application  to  future  products.  Theories  like  self- 
propelled  elevators  that  not  only  move  you  up  and 
down,  but  sideways  from  building-to-building,  linked 
to  automated  people  mover  systems. 

Part  of  our  future,  and  yours,  are  buildings  that 
have  many  functions.  So  you  can  function  better. 

Otis,  a  company  in  motion. 


Crystal  Clear 


Low  Irish  labor  costs  and  shrewd  Irish  marketing 
made  Waterford  Glass  a  runaway  success.  But  now 
inflation  and  recession  are  taking  their  toll. 


To  most  Americans,  the  heavy,  in- 
tricately patterned  Waterford  crystal 
they  buy  at  fancy  department  stores 
or  perhaps  on  a  tour  through  Ire- 
land represents  something  out  of  the 
primeval  mists  of  Ireland's  history.  In 
fact,  Waterford  crystal  goes  all  the 
way  back  to  1947,  when  two  Irish- 
men brought  together  continental 
craftsmen  displaced  by  World  War  II 
and  set  them  to  building  an  industry 
to  employ  young  people  in  a  country 
still  predominantly  agricultural.  The 
tradition  of  glassmaking  in  Ireland, 
such  as  it  was,  had  died  out  about 
100  years  before  that.  But  the  new 
enterprise,  Waterford  Glass  Co.  Ltd., 
which  last  year  earned  a  healthy  $3.8 
million  on  $52  million  sales,  was  prob- 
ably all  the  better  for  the  lack  of  tra- 
dition. It  owes  its  success  to  modern 
marketing,  not  ancient  glassblowing. 
The  two  Irishmen,  Joseph  McGrath 
and  Joseph  Griffin,  first  of  all  realized 
their  best  market  in  the  postwar 
world  was  in  the  rich  U.S.,  not  in 
war-torn  but  traditional  Europe. 
Then  their  traveling  salesman,  Cor- 
nelius Dooley,  realized  something 
else:  that  Americans  wanted  larger 
glasses,  wanted  highball  glasses,  not 
the  smaller  European— and  in  fact 
Irish— sherry  and  wine  glasses.  Dooley 
cabled  back  to  send  bigger  glasses. 
"We  didn't  know  if  it  was  that  Ameri- . 
cans  used  ice  or  just  had  larger 
mouths,"  says  one  Waterford  execu- 


tive, but  send  them  they  did.  And  by 
the  late  1960s  Waterford  was  the 
world  market  leader  in  fine  glassware, 
surpassing  such  famed  old  names  as 
Stuart,  Baccarat  and  Edinburgh. 

In  1966  Waterford  went  public  to 
get  the  money  to  expand  production, 
and  it  has  continued  expanding, 
trebling  the  output  of  crystal  in  the 
last  seven  years.  The  high  level  of 
cash  flow  thrown  off  by  the  beauti- 
ful and  profitable  product  allowed 
the  expansion  to  proceed  virtually 
without  debt  financing  in  those  days. 
Stock  issued  at  79  cents  had  risen  by 
the  early  Seventies  to  $2.62  a  share 
(adjusted  for  a  5-to-l  split),  so  Wa- 
terford could  buy  an  English  china 
company  as  well  as  60%  of  Ireland's 
classiest  department  store  group. 

But  today,  as  labor  costs  in  Ireland 
have  soared,  so  has  the  price  of  Wa- 
terford's  product.  Each  glass  is  to- 
tally handmade,  a  labor-intensive 
luxury  these  days.  The  average  Wa- 
terford glass,  which  sold  for  $7.50  in 
the  early  Sixties,  now  goes  for  $13.50. 
Not  surprisingly,  Waterford's  latest 
marketing  ploy  mentions  the  value 
"for  investment"  of  its  crystalware. 
Significantly,  the  company  plans  no 
further  expansion  of  production  for 
five  to  ten  years.  The  simple  fact  is 
that  Waterford  glass  is  getting  per- 
ilously close  to  pricing  itself  out  of 
the  wedding  gift  market.  Cornelius 
Dooley,   now   sales   director,   is   well 


Waterford  shows  off  its  skill  in  virtuoso  work  like  this  golf  trophy. 


aware  of  what  happened  to  sterling 
silver  in  the  late  1960s  when  its  price 
got  too  high:  Dooley  had  moved  Wa- 
terford crystal  into  the  opening. 

At  any  rate,  Waterford's  sparkling 
profit  growth  has  slowed  to  a  crawl. 
The  company,  which  didn't  release 
sales  figures  in  those  days,  earned 
$825,000  in  1967  and  $2  million  in 
1970.  By  1972  it  had  got  the  net  up 
to  $3.8  million.  In  1973,  hit  by  in- 
flation, it  hiked  sales  17%,  but 
earnings  rose  only  a  fraction  of  1%. 
As  part  of  its  marketing,  Waterford 
had  promised  its  U.S.  distributors  that 
it  would  raise  prices  only  every  two 
years;  1973  wasn't  one  of  those  years. 
Waterford  raised  its  prices  15%  this 
summer,  but  obviously  it  is  now  run- 
ning a  difficult  race  between  rising 
inflation  and  the  effective  ceiling  on 
what  the  wedding  gift  market  will 
bear.  Waterford  stock,  once  a  hot  item 
on  the  London  Stock  Exchange,  cooled 
sharply— to  around  $1  late  last  year. 

The  men  who  run  the  company 
now,  Patrick  McGrath  and  Noel  Grif- 
fin, sons  of  the  founders,  are  looking 
to  other  fields  for  the  company's  fu- 
ture. McGrath  and  Griffin  have  re- 
cendy  acquired  a  diverse  company 
that  assembles  and  distributes  Be- 
nault  cars,  sells  Uniroyal  tires  and  runs 
garages..  Nobody  outside  the  Water- 
ford executive  ranks  thinks  cars,  tires 
and  garages  have  much  to  do  with 
sparkling  glassware,  and  the  acquisi- 
tion further  sank  the  stock  to  50 
cents  a  share.  "I  have  always  been 
frightened  of  having  all  our  eggs  in 
one  basket,"  explains  Cornelius  Doo- 
ley, with  a  distracted  air. 

Just  one  more  sign  that  the  world 
seems  to  be  moving  into  an  economy 
where  the  spending  on  nonessentials 
is  being  curtailed.   ■ 


Now's  the 
time  to 
invest  in 
signed 
originals  by 
Waterford® 

There's  no  more 
propitious  time  for 
you  to  invest  in 
Waterford. 

Each  piece  is  a 
signed  work  of  art, 
made  by  hand  with 
heart,  as  it  was  two 
hundred  years  ago. 
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There's  Natural  Gas 
headed  for  our  shores. 


This  ship  carries  Liquefied  Natural  Gas  from  overseas. 
Huge  tanks  keep  the  gas  at  260  degrees  below  zero,  reduced 
to  one  six-hundredth  its  usual  volume. 

This  is  just  one  of  many  new  ways  the  gas  industry  is 
working  to  develop  additional  sources  of  gas.  Were 
also  preparing  to  pipe  in  Alaskan  gas,  developing  coal 
gasification,  experimenting  with  synthetic  gases. 

By  1990  it  is  expected  that  new  supplemental  sources 
will  provide  nearly  a  third  of  our  country's  gas  energy. 

Use  gas  wisely.  Its  clean  energy  for 

today  and  tomorrow.  a^^ 
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Cracks  In  The  Golden  Nest  Egg? 


The  market  crash  has  left  many  fire  &  casualty  companies  with 
pretty  skimpy-looking  reserves.  Is  the  industry  in  jeopardy? 


To  judge  from  first-half  results— and 
third-quarter  ones  are  no  better— the 
nation's  fire  &  casualty  insurance  com- 
panies seem  to  be  on  hard  times.  In- 
flation and  nature  are  lifting  their 
setdement  costs.  Claims  from  April 
tornadoes  ran  some  $500  million.  All 
told,  the  industry  rang  up  $900  mil- 
lion in  underwriting  losses  in  this 
year's  first  half;  they  broke  even  in 
the  same  period  of  1973.  And  now  the 
industry's  own  insurance— its  surplus- 
is  melting  away  in  the  market. 

"The  industry's  financial  backbone 
has  been  dramatically  weakened," 
says  B.P.  Russell,  chairman  and  chief 
executive  of  Crum  &  Forster,  a  policy 
broker  and  specialty  underwriter. 
Concurs  James  Stradtner,  senior  ana- 
lyst at  Legg,  Mason:  "It's  the  biggest 
single  problem  facing  the  industry, 
and  has  been  for  a  decade  or  longer." 

One  thing  that  obviously  worries  a 
man  like  Russell  is  that  the  lack  of  re- 
serves could  restrict  the  ability  of  the 
big  underwriters  to  take  on  new  busi- 
ness,  which  would  in   turn   squeeze 


their  business.  Some  industry  observ- 
er even  hint  of  possible  insolvencies. 

What's  at  issue  is  this:  Fire  &  casu- 
alty companies'  reserves  are  held  in 
stocks  and  bonds.  In  good  times  these 
portfolios  not  only  yield  investment 
income  and  capital  gains,  but  also  act 
as  a  hedge  against  inflation.  These 
days,  far  from  protecting  against  in- 
flation, they  show  only  capital  losses. 
And  worse,  unexpectedly  high  claims 
can  force  a  company  to  sell  off  part  of 
its  portfolio,  presenting  it  with  real- 
ized, here-and-now  losses,  as  opposed 
to  unrealized  ones,  and  depriving  it  of 
any  chance  to  recoup  its  losses  in  a 
market  comeback. 

More  important,  surpluses  are  one 
part  of  a  ratio— the  premium-to-sur- 
plus ratio— that  state  insurance  com- 
missioners have  traditionally  watched 
as  an  indicator  of  a  company's  health. 
In  the  past  a  ratio  of  $2  in  premiums 
for  every  $1  in  surplus  was  con- 
sidered healthy;  4  to  1  was  stretch- 
ing things.  Now  companies  like  Crum 
&  Forster   (at  a  midyear  ratio  of  3.4 


to  1),  Travelers  (at  3.6  to  1)  and 
Aetna  (at  4.5  to  1)  are  close  to  the 
limit.  "There  are  basically  sound  com- 
panies today  writing  at  8  to  1,"  says 
State  Farm's  Thomas  Morrill. 

The  industry's  combined  surplus 
was  down  12%  at  midyear  to  $18.9 
billion  and  has  shrunk  by  over  $3 
billion  more  since  then.  Meanwhile, 
premiums  are  up  by  4.5%.  So  the  ra- 
tio is  looking  less  and  less  healthy. 
Theoretically,  some  state  insurance 
commissions  could  step  in  and  clamp 
down  on  new  underwriting  until  the 
situation  improved.  Where,  then, 
would  people  buy  insurance? 

But  before  you  push  the  panic  but- 
ton, reflect  on  what  the  surplus  ratio 
really  means  and  how  it  is  viewed  by 
the  regulators.  Few  of  them  look 
primarily  at  the  premium-to-surplus 
ratio  in  judging  a  fire  &  casualty  com- 
pany. Says  Larry  Monin,  first  deputy 
superintendent  of  the  highly  respect- 
ed New  York  State  Insurance  De- 
partment: "Ordinarily  the  ratio  is  a 
good    indicator.    But    nowadays    our 


Hertz  Car  Leasing 

gives  you  more  of  everything. 

Except  more  of  a  price. 


In  the  car  leasing  business,  if  your  prices  aren't 
competitive,  you  won't  be  in  business  for  long. 

Hertz  has  been  leasing  cars  at  competitive  prices 
for  a  long,  long  time.  So  experience  has  taught  us  when, 
where,  and  how  to  buy  and  save. 

But  while  other  leasing  companies  may  give  you  a 
similar  answer  to  "How  much  will  it  cost?,"  their  answer 
to  "What  will  I  get  for  my  money?"  can  never  be  the  same 
as  ours.  Because  small  prices  aren't  our  only  big 
feature  at  Hertz: 

First,  there  isn't  a  car  lease  Hertz  can't  write.  Be  it 
with  or  without  maintenance,  open  or  closed  end,  for  any 
make,  model,  or  number  of  cars,  we'll  write  a  lease 
custom- tailored  to  your  company. 

Before  you  sign  that  lease,  our  financial  experts 
and  our  computers  can  advise  you  on  fleet  make-up, 
administration,  and  resale  values. 

Lease  one  Hertz  car  or  a  fleet  of  thousands,  and 
you'll  get  the  same  personalized  service. 

Hertz  takes  care  of  titling  and  licensing  paperwork. 


With  Hertz,  expect  quick  delivery  from  local  dealers, 
for  local  servicing. 

Through  Hertz,  your  drivers  get  nationwide  charge 
cards  for  maintenance  and  tire  service. 

Across  the  U.S.A.,  there  are  special  Hertz  service 
centers,  many  open  round  the  clock. 

Low  cost  "Loaner"  cars  won't  let  yo'ir  salesmen 
lose  a  commission  when  a  car  is  out  of  commission. 

Personal  liability  and  property  damage  insurance 
is  made  available  to  your  company  by  Hertz. 

When  the  lease  is  up,  the  car  can  be  turned  over  to 
the  new  car  dealer,  so  your  driver  never  has  to  be 
without  a  car  leased  from  Hertz. 

For  more  information  about  Hertz  Car  Leasing  and  the 
office  nearest  you,  call  John  North,  V.P.  Sales,  collect  at 
(212)752-3506.  You'll  see  that  we  can  compete  with  the 
prices  others  offer.  But  others  can't  compete  with  the 
name,  services,  and  experience      h^m 
we  offer.  They're  priceless.  Htrtik 

There  isn't  a  car  lease  we  can't  write.  JWKKM  LG&SiflCJ 

Hertz  leases  Fords  and  other  fine  cars 
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Where 
can  your 

corporation 

t  taxes, 
be  nearly 

$00.00? 

In  New  York  State.  Where,  for  new  or  expanded 
plants,  you  can  receive  business  tax  credits  of  nearly 
100%.  For  full  details  on  this  and  other  advantages  of 
locating  in  America's  leading  state  for  industry,  attach  the 
coupon  to  your  letterhead  and  mail. 


Neal  L.  Moylan,  Commissioner 

NEW  YORK  STATE  DEPARTMENT  OF  COMMERCE 
Department  MCGR,  99  Washington  Avenue,  Albany, 
New  York  12210 

Please  furnish  me  more  detailed  information  on  the  industrial-location 
advantages  in  New  York  State. 


name 


title 


firm 


address 


city 


state 


zip 


NewYork  State. 
It  means  business. 
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rules  could  perhaps  stand  some  ad- 
justment. We're  doing  some  contin- 
gency planning  now,  in  case  disaster 
strikes.  But  we  haven't  reached  the 
crisis  stage  yet." 

What  is  much  more  important  to 
a  fire  &  casualty  company  than  its 
premium-to-surplus  ratio  is  its  cash 
flow.  For  even  if  portfolios  are  shrunk- 
en, the  earnings  from  those  portfolios 
have,  if  anything,  gone  up.  Stocks  and 
bonds  have  dropped  in  price,  but 
dividends  and  interest  are  higher. 

Selective  Squeeze 

It  is  worth  noting,  however,  that 
the  premium-to-surplus  ratio  is  far 
more  important  to  some  companies 
than  it  is  to  others.  In  underwriting 
terms,  a  company's  surplus  is  a  cushion 
to  fall  back  on  if  it  has  miscalculated 
its  overall  risks,  which  is  most  unlikely 
on  ordinary  business  if  its  risks  are 
well  spread.  James  Stone  of  the  big 
Boston  brokerage  concern  of  Fairfield 
&  Ellis  puts  it  this  way:  "The  only 
companies  that  need  the  reserve  cush- 
ion are  those  that  write  a  small  num- 
ber of  large  risks,  like  whoever  in- 
sures United  Brands  in  Honduras. 
The  companies  that  write  a  large 
number  of  small  risks  theoretically 
need  little  or  no  surplus." 

The  real  trouble,  Stone  goes  on,  is 
this:  "The  industry  is  screwed  up 
right  now.  The  small  specialty  compa- 
nies are  writing  the  small  number  of 
large  risks,  and  the  big  companies 
are  writing  the  large  number  of  small 
risks."  That  suggests  that  the  stock 
market  may  indeed  be  a  practical 
problem— for  the  small  specialty  com- 
panies. But  it  is  certainly  no  grounds 
for  a  general  selling  stampede. 

Some  solutions  may  also  be  in  the 
works.  Says  Thomas  Morrill,  "One 
possibility  now  under  discussion  is 
what  the  commissioners  did  back  in 
1932:  Let  the  companies  carry  equit\ 
[holdings]  on  their  books  at  artificial 
values."  The  Home  Insurance  Co.  al- 
ready carries  its  stocks  at  cost. 

There  is  much  merit  in  such  pro- 
posals,  but  there  is  something  the  in- 
surance industry  and  investois  ought 
to  remember  when  the  next  hull  inn 
kit  rolls  around:  When  stocks  w. 
going  up,  the  companies  happily  took 
Capita]  «ains  and  reported  tlicin  as 
profits.     These     made     r.iinin^s     look 

good,  especially   for  companiei   thai 

bought  stocks  like  Intel  national  Bull 
ness  Machines  in  the  olden  da\s.  Now 
that  most  of  the  portfolios  show  losses 
and  there  aie  few  profits  to  lake,  llic 
In  t  has  dawned  on  people  that,  m  el 
led,  stock  piices  aren't  all  dial  \  it.il 
cash  flow  is  what  <  .  units.  Will  tin 
insurance  hoys  sec  things  that  waj 
when    tempted    again    to   show    profits 

through  stork  trading?  ■ 
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It's  what  gives 

today's  TV  such 

a  tremendous  audience 
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When  you  turn  on  your  TV  between  8 
and  8:30  tonight,  you'll  have  a  lot  of 
company.  More  than  64  million  people 
will  be  watching  with  you.  Yet  few  are 
aware  that  their  favorite  programs  are 
brought  to  them  through  the  cooperation 
of  the  efficient  coal  producer  that  you  see 
here.  Working  far  below  the  surface,  this 


"Hard  Head"  continuous  coal  miner  from 
our  Lee-Norse  Division  produces  1000 
tons  of  coal  in  eight  hours.  That's  enough 
to  power  13  million  TV  sets  for  a  half  hour. 
Coal  is  still  the  major  raw  material  from 
which  electricity  is  made.  Without  high 
production  mining  machines  like  this, 
electric  power  would  be  so  scarce  and 
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expensive  that  TV  would  be  a  limited- 
audience  medium,  available  only  to  the 
financially  elite. 

For  the  complete  story  of 
Ingersoll-Rand's  contribution  to  energy 
production,  send  for  Bulletin  374, 
Ingersoll-Rand,  Dept.  F-29, 
Woodcliff  Lake,  N.J.  07675. 

Ingersoll-Rand 

■  The  power  that  makes  energy  move 

- 


- 


%u    "N 


tree  is  a  beautiful  mechanism 
for  storing  solar  energy.  But  what's 
it  being  stored  for? 


I.The  sun  literally  bombards 
the  earth  with  energy.  Enough 
each  day  to  supply  America's 
total  energy  needs  for  the  next 
60  years 


10.  Obviously,  the  tree  is  neces- 
sary for  many  of  the  products 
that  make  modern  life  what  it  is. 
Nothing  can  alter  that  fact.  But 
unlike  many  of  Man's  resources, 
the  forest  can  be  replenished. 
Which  we  do  in  accordance  with 
Nature's  laws.  So  we  can  supply 
Man's  need  for  products  while 
fitting  in  with  Nature's  plan.  And 
that's  why  we  say  we're  serving 
Man  and  Nature  to  the  benefit 
of  both. 


9.  Another  beauty  of  wood  fiber 
is  that  it  can  be  used  again  and 
again.  Or  recycled.  Many  people 
don't  realize  that  a  lot  of  folding 
cartons,  like  this  one,  have  been 
made  from  recycled  paper  for 
years.  Also  candy  boxes,  book 
covers  and  jigsaw  puzzles.  We 
estimate  a  fiber  can  be  reused 
up  to  six  times. 


8.  Another  paper  we  make  from 
wood  pulp  is  magazine  paper. 
And  with  postal  rates  what  they 
are  today,  the  publishing  busi- 
ness needs  a  paper  as  light  as 
possible.  Recenfly,  our  scientists 
were  able  to  come  up  with  ways 
of  making  it  lighter  than  experts 
only  hoped  for  even  a  few  years 
ago.  And  we're  not  stopping 
there 


2.  Man  has  dreamed  of  harness- 
ing and  storing  the  sun's  energy 
for  centuries  But  now.  with  the 
fossil  fuel  shortage,  it's  even 
more  urgent.  Many  solar  energy 
experiments  are  going  on  all 
over  the  world  This  is  a  solar 
furnace  being  constructed  in 
New  Mexico 
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7.  Wood  is  also  the  main  raw  ma- 
terial for  making  paper  Kraft 
paper  -the  kind  we  use  to  make 
the  millions  of  corrugated  con- 
tainers, paper  bags  and  shipping 
sacks  we  manufacture  every 
year  -  is  made  from  wood  pulp 
And  what's  left  over  from  the 
pulping  process  is  burned  for 
fuel  Up  to  fifty  percent  of  the 
power  in  our  kraft  mills  comes 
from  this  source. 


6.  As  a  leading  producer  of  lum- 
ber, plywood  and  doors,  we're 
concerned  about  not  letting  any 
raw  material  go  to  waste  That's 
why  we  developed  a  way  to  join 
oft-sized  pieces  of  lumber  with  a 
hot-glued  finger  joint  that's 
stronger  than  the  surrounding 
wood  One  way  or  another  we 
try  to  use  every  bit  of  the  log 


3. The  tree  is  one  of  Nature's 
ways  of  storing  solar  energy  It 
takes  in  solar  energy  and  carbon 
dioxide  through  its  leaves,  min- 
erals and  water  through  its  roots, 
and  stores  all  this  in  the  form  of 
chemical  energy -or  wood  And, 
as  a  company  that  does  every- 
thing from  grow  the  tree  to  make 
it  into  wood  and  paper  products, 
we  believe  it's  being  stored  for 
the  benefit  of  Man  as  well  as 
Nature. 


4.  One  of  the  oldest  ways  of 
recapturing  the  solar  energy 
stored  in  wood  is  to  burn  it.  This 
converts  wood  back  into  energy, 
or  heat.  We  actually  do  this  in 
our  mills  as  part  of  our  maximum 
utilization  program.  In  Montana, 
for  instance,  we  burn  waste 
wood,  such  as  sawdust,  bark  and 
shavings  to  make  steam  and 
electricity.  A  maior  portion  of  our 
power  comes  from  this  source. 
In  fact,  we  have  enough  electricity 
left  over  to  sell  to  nearby  towns. 


5.  Obviously,  today,  wood  is  used 
more  as  a  raw  material  than  an 
energy  source  What  isn  't  so 
obvious  is  just  how  good  a  con- 
struction material  wood  is.  For  . 
instance,  many  concrete  bridges 
on  rural  roads  are  being  re- 
placed with  our  wooden  ones 
these  days.  Why?  Because 
wooden  bridges  can  go  up  in 
any  weather  and  aren't  affected 
by  temperature  extremes  or 
winter  salting  In  short,  they  hold 
up  better  and  last  longer. 
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Lloyds 
oken 

ere. 


\es,  Si,  Oui,  Ja,  etc.  Lloyds  Bank  California  is  now 
part  of  an  $18  billion  family  with  2,900  offices  in  39 
countries.  As  a  member  of  Lloyds  Bank  Group,  there  are 
48,000  people  ready  to  help  take  care  of  your  corporate 
banking  needs  locally,  nationally,  and  internationally. 
We  fly  under  many  flags— we  can  now  say  yes  in  eleven 
languages  and  a  score  of  dialects. 

We  speak  your  language  from  New  York  to  Nassau, 
Chicago  to  Brussels,  San  Francisco  to  Santiago,  Fresno 
to  Zurich,  or  Los  Angeles  to  Auckland.  And  we  can  talk 
banking  with  almost  three  centuries  of  experience  be- 
hind us.  Chances  are  that  we  or  seme  member  of  our 


banking  family  have  the  right  words  for  you. 
So  let's  talk  business.  We'd  like  you  to  call  or  visit  any 
of  the  nearly  100  offices  of  Lloyds  Bank  California.  Talk 
with  one  of  our  knowledgeable  Lloyds  Bankers  about 
how  money  can  be  put  to  work  for  you.  The  results  may 
speak  for  themselves. 


(loyds 


Bank 


Member  of 

World-wide 

Lloyds  Bank 

Group 


Member  FtdtralDtpotitl 


<  lorporalM 
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Seventh  Avenue  Is  Another  World 
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Be  a  leader,,  be  deep  and  watch  your  inventories.  On 
those  principles,  rigorously  applied,  John  Field  has 
built  that  rare  thing— a  well-managed  garment  company. 


"Please,"  John  W.  Field  implores 
visiting  reporters,  "when  you  write 
about  us,  remember  we're  not  in  the 
fashion  business.  New  York's  Seventh 
Avenue  and  the  vagaries  of  its  beau- 
tiful people  are  another  world." 

He's  right.  Field,  now  60,  left  an 
editor's  desk  at  Life  in  1946  to  enter 
Warner's  corset  business  up  in  Bridge- 
port, Conn.,  which  he  took  over  from 
his  father  in  1958.  He  has  spent  the 
last  16  years  building  a  diversified  ap- 
parel company  that,  if  it  isn't  wholly 
impervious  to  the  slings  and  arrows 
of  outrageous  fashion,  is  seldom  hurt 
badly  by  them,  either.  His  old  corset 
business,  under  $30  million  when  he 
took  over,  rang  up  just  $37  million 
last  year,  despite  all  the  inflation 
meantime.  But  Warnaco  (it  was  re- 
named in  1968)  hit  $286-million  sales 
last  year  and  $2.63-per-share  earnings, 
both  records,  and  returned  15%  on 
equity. 

Field  did  it,  in  effect,  by  rigorously 
following  a  few  rules : 

•  Diversify  from  the  top  down 
rather  than  from  the  bottom  up.  By 
acquisition,  Field  added  such  lead- 
ers in  their  fields  as  Puritan  (men's 
sportswear),  Hathaway  (shirts), 
White  Stag  (women's  sportswear) 
and  Rosanna  (women's  sweaters). 
His  managers  would  like  to  capitalize 
on  their  well-known  names  by  diver- 
sifying into  new  lines,  but  Field  will 
have  none  of  it:  "In  Warnaco,  spe- 
cialization is  the  job  of  the  divisions 
and  diversification  is   the  job  of  the 


corporation."  So,  to  get  into  men's 
slacks,  he  bought  $26-million-sales 
Day's  on  the  West  Coast.  He'll  take 
the  line  national,  using  Warnaco 's 
promotion  and  distribution. 

•  Be  a  top  producer.  "If  you're 
not  one  of  the  top  three  or  four  in  a 
market,"  says  Field,  "your  chances  of 
making  any  money  are  small."  So 
every  Warnaco  business  must  be  at 
that  level  or  have  a  "believable 
chance"  to  get  there.  Just  now  he  is 
combining  his  Cresco  and  Puritan 
lines  of  men's  sports  jackets,  which 
lose  money  alone  but  combined  might 
have  a  chance  to  be  a  market  leader. 

•  Specialize  in  output  and  outlets 
alike.  Most  Warnaco  output  is  in  nar- 
rowly conceived  lines  of  men's  or 
women's  wear,  aimed  at  a  particular 
customer  in  a  special  price  range.  And 
it  is  largely  sold  in  the  top  100  de- 
partment and  specialty  stores.  Some 
output  moves  through  mass  merchan- 
disers like  Sears  and  J.C.  Penney,  but 
very  little  via  discount  stores.  Thus 
Field  has  a  shot  at  market  dominance 
and  its  higher  margins. 

•  Keep  tight  control  of  inventory, 
which,  says  Field,  is  "where  you  make 
or  lose  your  money  in  this  business." 
On  average,  Warnaco  turns  over  its 
inventory  four  times  a  year— a  figure 
that  very  few  apparel  companies  can 
better.  That  cuts  costs  and  makes  for 
flexibility  if  he  guesses  wrong  on  a 
line.  It  isn't  easy  with  divisions  want- 
ing more  colors  and  designs,  but 
Field  is  adamant:  "The  key  is,  once 
you've  defined  your  market,  to  be 
small  and  deep  in  it." 

These  solid  fundamentals  should 
make  John  Field  a  happy  chief  ex- 
ecutive, but  they  don't.  He  is  not 
optimistic  about  the  rest  of  1974;  he 
thinks  consumers  will  resist  the  indus- 
try's current  price  increases.  But 
Warnaco,  he  predicts,  will  about 
equal  last  year's  record  earnings  of 
$2.63  a  share,  something  he  feels  only 
four  of  the  top  apparel  companies— 
VF  (formerly  Vanity  Fair),  Levi 
Strauss  and  Blue  Bell  among  the  blue 
jeans,  and  Hanes  with  its  L'eggs  pan- 
tyhose—have a  chance  to  match. 

For   the   long   run    Field   is    much 


Sun  &  Snow.  Not  long  ago  chiefly  a 
corset-maker,  Warnaco  still  specializes 
—but  its  specialties  nowadays  run  the 
gamut  from  ski  parkas  to  swimsuits. 


more  optimistic,  both  for  the  industry 
and  for  Warnaco.  In  trying  times,  he 
feels,  people  will  still  want  to  dress 
well;  it  may  be  one  of  the  last  luxuries 
they  give  up.  As  for  prices,  he  sees 
hope  on  the  raw-material  front.  The 
textile  industry  that  supplies  the  ap- 
parel makers  periodically  overpro- 
duces, and  he  sees  signs  that  it  is 
about  to  do  so  again.  For  example, 
cotton  and  polyester  fabric  prices  are 
down  "substantially"  for  next  year. 

By  continuing  to  apply  his  prin- 
ciples of  good  management  to  a  field 
noted  for  its  flamboyance  and  vola- 
tility, Field  is  convinced  that  War- 
naco will  get  more  than  its  share  of 
growth.  A  problem,  however,  is  capi- 
tal. Few  garment  firms  generate 
enough  capital  for  real  expansion. 
Warnaco,  one  of  the  best  in  its  in- 
dustry, had  cash  flow  last  year  of 
only  $14  million;  this  also  limits  bor- 
rowing power.  And  common  stock? 
Forget  it.  Warnaco  sells  at  a  discount 
of  over  50%  from  book  value. 

So  how  does  this  leave  Field,  the 
good  steward?  "Terribly  frustrated," 
he  sighs.  "You  borrow  money  to  buy 
stock  because  you  believe  in  your 
company.  You  think  you've  created  a 
valued  entity.  Then  it  goes  down  and 
you're  60  years  old  and  what  do  you 
have  to  show  for  it?  A  handsome  bank 
debt  and  43,000  shares  valued  at  four 
times  earnings.  Why,  I  could  liquidate 
Warnaco's  inventory  today  for  much 
more  than  the  market  value  of  the 
company's  stock."  ■ 
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It  shouldn't  take 

more  than  2  seconds 

to  say  yes. 


We  feel  that  people  shouldn't  have  to  stand  around  in  a  store  while  someone 
verifies  their  good  name  by  telephone.  And  people  who  sell  things  shouldn't 
have  to  take  so  much  time  to  talk  to  the  credit  department. 

So  TRW  has  come  up  with  an  accurate  and  almost  instantaneous 
credit  verification  system  for  stores  and  their  customers. 

With  TRW's  system,  the  customer  presents  a  credit  card  to  the 
salesperson.  The  card  number  and  amount  of  the  purchase  are  punched 
into  a  little  TRW  terminal.  Back  comes  the  response  in  two  seconds  or  less, 
and  the  customer  is  on  the  way  to  another  department. 

TRW  has  installed  more  than  50,000  credit  verification  terminals 

in  retail  stores  across  the  country,  taking 
the  delay  out  of  credit  for  customers 
and  stores  alike. 

TRW  is  more  than  90,000  people 
worldwide,  working  and  growing  in 
electronics,  in  energy  systems  and  in 
transportation. 

For  more  information  about 
TRW,  write  Corporate  Public  Relations, 
Dept.  FR,  23555  Euclid  Avenue, 
Cleveland,  Ohio  441 17. 


Mr%Ww 


50,000  TRW  instant  credit  verification 
terminals  are  saving  time  for  retail  stores 
and  customers. 


Vfe  believe 
the  small 
investor  should 
get  about  the 
same  break 
as  the  large 
investor. 

That's  why  we  organized: 

DREYFUS 
LIQUID 
ASSETS, 
INC. 

which  pools  money  from 
thousands  of  small  investors  to 
buy  and  hold: 

•  Bank  C.D.'s  (available  only  in 
$100,000  or  larger  amounts) 

•  Bankers  Acceptances  (usually 
available  only  in  $50,000  or 
larger  amounts) 

•  Treasury  Bills  (available  in 
$10,000  or  larger  amounts) 

•  Commercial  Paper  (usually 
available  in  $25,000  or  larger 
amounts) 

No  charge  when  you  buy 
shares . . .no  charge  when  you  with- 
draw your  money. . . dividends  de- 
clared daily  .  .  .  $5,000  minimum 
investment  ($1,000  minimum  if 
forwarded  by  a  securities  dealer). 

For  a  copy  of  the  prospectus 
and  a  free  information  booklet,  mail 
the  coupon  or  call  us  toll-free  at  these 
numbers  any  time  during  the  week 
from  9  A.M.  to  5  P.M. 

OUTSIDE  NEW  YORK  STATE-CALL  TOLL-FREE 

(800)  223-5525 

NEW  YORK  STATE-CALL 

(212)  935-5700 

CALL  COLLECT  OUTSIDE  NEW  YORK  CITY  AREA 


Dreyfus  Liquid  Assets,  Inc.  0470104 

600  Madison  Avenue 

New  York,  New  York  10022 

Please  send  my  prospectus  and  free 
information  booklet. 

PLEASE  PRINT  ALL  INFORMATION 


Name. 


Address. 
City 


State. 


.Zip. 


Available  in  certain  countries  outside 
the  United  States.  Write  for  details. 


Why  The  Lenders 
Love  Ma  Bel 


She  has  such 
nicely  rounded  ratios. 

Most  utility  company  treasurers 
would  be  delighted  to  switch  chair* 
with  American  Telephone  &  Telegraph 
Co.'s  William  L.  Mobraaten.  Bill  Mo- 
braaten,  a  45-year-old  former  engi- 
neer, already  has  Ma  Bell's  financing 
for  1974  entirely  wrapped  up.  This 
is  no  mean  feat.  AT&T  has  had  to 
raise  $4  billion  in  a  money  market 
that  has  virtually  ceased  to  exist  for 
all  but  the  most  creditworthy  compa- 
nies. It  did  so,  moreover,  entirely  with 
debt;  it  did  not  have  to  dilute  its 
equity  by  a  single  drop. 

The  balance  of  its  $10  billion  in 
capital  spending  came  from  cash  flow. 
The  $4  billion,  borrowed  in  one  of  the 
worst  money  markets  in  history,  cost 
AT&T  an  average  of  only  9.11%.  Its 
overall  interest  cost,  reflecting  money 
borrowed  years  ago,  is  only  6.58%. 
Mobraaten 's  pride  and  joy  is  the  Sep- 
tember sale  of  $225  million  in  40- 
year  bonds  by  South  Central  Bell  at 
10%  (with  five-year  call  protection), 
while  electric  utilities  were  paying 
up  to  13%  for  long-term  money. 

AT&T  can  do  all  this  because 
throughout  the  go-go  years,  when 
many  other  utilities  were  hogging 
debt  and  permitting  their  equity  ra- 
tios to  slip  as  low  as  33%,  AT&T  was 
steadfastly  conservative.  It  refused  to 
let  its  equity  ratio  drop  below  50%, 
even  when  this  meant  selling  common 
stock  at  lower  prices  than  manage- 
ment would  have  wished.  By  so  do- 
ing, AT&T  was  able  to  avoid  the  ne- 
cessity of  selling  common  stock  this 
year  at  a  big  discount  from  book  val- 
ue. Today  AT&T  (with  the  exception 
of  one  subsidiary)  enjoys  a  triple  A 
credit  rating  along  with  no  more  than 
a  half-dozen  other  major  utilities. 

"The  most  important  things  to  lend- 
ers," says  Mobraaten,  "are  quality  of 
earnings  and  debt-to-equity  ratio,  and 
we've  guarded  those  jealously." 

But,  alas,  even  sound  stewaicK'"'p 
has  its  limitations.  Unless  the  long- 
term  capital  markets  revive,  AT&T 
may  be  in  difficulties  next  year.  Even 
after  using  a  sharp  pencil  on  capital 
spending  requests,  AT&T  Chairman 
John  deButts  and  his  board  are  going 
to  need  $10.4  billion  in  1975,  about 
4%  more  than  in  1974,  $4  billion  of  it 
from  the  money  markets. 

Raising  it  is  not  going  to  be  easy. 
Right  now,  Mobraaten  points  out, 
AT&T's  earnings  are  roughly  2.8  times 
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its  interest  costs,  which  can't  drop 
much  if  AT&T  is  to  maintain  its 
prized  triple  A  rating.  The  equity  ra- 
tio now  is  just  over  51%,  and  that,  too, 
can't  be  allowed  to  drop  much. 

The  inescapable  conclusion  is  that 
AT&T  will  have  to  go  to  the  equity 
market  next  year.  This  would  be  ter- 
ribly costly  under  present  circum- 
stances: At  a  recent  price  of  42, 
AT&T  sold  at  only  eight  times  earn- 
ings and  at  a  discount  of  nearly  25% 
from  book  value.  Selling  equity  at 
these  levels  can  mean  only  one  thing: 
dilution  of  stockholders'  equity,  some- 
thing as  obnoxious  to  AT&T's  careful 
managers  as  a  too-high  debt  ratio. 

Obviously,  AT&T  brass  is  hoping 
that  both  the  debt  and  equity  mar- 
kets will  revive  in  time  to  spare  AT&T 
the  painful  alternatives  of  dilution  or 
a  lower  rating.  If  they  do  not  re\  i\  e 
sufficiently,  look  for  AT&T  to  come 
up  with  some  novel  financing  like,  I  i 
example,  its  1970  package  of  wai 
rants  and  convertible  debentn 

"If  there  is  a  capital  market  to  be 
reached  with  a  different  instrum 
tality,  we  will  reach  it,"  Bill  M  o 
braaten  lays.  At  what  price?  That 
depends,  of  course,  on  conditions.  Bet 
on  one  thing,  however:  Thanks  to 
good  management,  AT&T  will  get  its 
money  at  the  best  possible  price.  And 
telephone  users,  unlike  mm  oi 

electricity,  won't  have  the  |  i  oi 

shortages,  providing  that  tl<  mj 

doesn't  collapse  completely.  ■ 
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One  of  America's  important  suppliers 
of  timber  isn't  a  timber  company. 

It's  a  railroad. 


That's  the  truth.  Burlington  Northern  is  a  rail- 
road. A  railroad  that's  also  in  the  timber 
business.  In  the  coal  business.  In  oil,  gas,  ranch- 
ing and  real  estate. 

We're  in  all  of  these  businesses  because 
much  of  the  land  we  own  or  hold  rights  to  is 
rich  in  natural  resources. 

Take  timber,  for  example.  Burling 
ton  Northern  tree  farms  are  a  major 
source  of  raw  logs.  We  also  manu- 
facture lumber,  plywood  and 
fiber  board.  Prudent  man- 
agement of  our  timber- 
lands  —  selective  cutting 
and  reforestation— is  aimed 
at  producing  a  sus- 
tained yield  for  genera- 
tions to  come. 


Timber  is  an  important  part  of  Burlington 

Northern's  natural  resources.  But  so  are  coal, 

oil,  gas,  minerals,  grazing  and  farm  lands. 

Together,  they  contribute  substantially  to 

our  yearly  income. 

So  today,  Burlington  Northern  is  literally 
two  companies  in  one.  A  natural  resource 
company,  working  to  provide  an 
important  share  of  critically 
needed  raw  materials.  And  a 
railroad,  working  to  de- 
liver materials  econom- 
ically and  with  maximum 
fuel  efficiency  to  the 
nation. 

The  better  we  get  at 

both  jobs,  the  better 

it  is  for  you. 


BURLINGTON  NORTHERN 


We're  railroad- timber -coal-gas- 
oil-and-real  estate  people. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


17,500,000  Shares 


The  Southern  Company 


Common  Stock 

($5  par  value) 


Price  $9V2a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO.    MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH     SALOMON  BROTHERS 

Incorporated  Incorporated 


THE  FIRST  BOSTON  CORPORATION 
DILLON,  READ  &  CO.  INC. 
HALSEY,  STUART  &  CO.  INC. 

Affiliate  of  Bache  &  Co.  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC. 
LAZARD  FRERES  &  CO. 
REYNOLDS  SECURITIES  INC. 


DREXEL  BURNHAM  &  CO. 

Incorporated 


BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated 

GOLDMAN,  SACHS  &  CO. 


HORN  BLOW  ER&  WEEKS-HEMPHILL,NOYES 

Incorporated 


KIDDER,  PEABODY  &  CO. 

Incorporated 

LEHMAN  BROTHERS 

Incorporated 


KUHN,  LOEB  &  CO. 
LOEB,  RHOADES  &  CO. 


SMITH,  BARNEY  &  CO. 

Incorporated 


STONE  &  WEBSTER  SECURITIES  CORPORA  TION  WERT H EI M  &  CO.,  INC.  WHITE,  WELD  &  CO. 

Incorporated 


THE  ROBINSON-HUMPHREY  COMPANY,  INC. 

September  19,1974. 


SHE  ARSON,  HAM  MILL  &  CO. 

Incorporated 


Immune 

Cancer-proof, 

depression-proof, 

inflation-proof,  the  cigarette 

industry  goes  its  merry  way, 

coining  money  and 

winning  recruits. 

Neither  inflation  nor  cancer  seems 
able  to  slow  the  marvelous  money 
machine  that  is  the  cigarette  busi- 
ness. During  a  few  recent  years  per- 
capita  consumption  dropped  a  bit; 
the  health  scare  did  it.  But  by  last 
year  per-capita  smoking  was  back  to 
its  old  high,  and  overall  industry  sales 
have  resumed  their  old  steady  growth 
of  2%  to  3%  a  year. 

No  other  industry  has  been  able 
to  laugh  at  inflation  the  way  cigarettes 
have.  One  reason  is  that  manufactur- 
ing and  raw  material  costs  are  so 
low.  A  whole  acre  of  tobacco,  enough 
to  make  over  a  million  cigarettes, 
brings  only  $1,875  even  at  today's  in- 
flated commodity  prices. 

Another  reason  why  inflation  hasn't 
hurt  is  that  the  manufacturers  have 
been  easily  able  to  pass  on  higher 
costs— and  then  some.  Cigarette  smok- 
ers don't  seem  to  let  price  deter  them. 
Ten  years  ago  you  could  buy  a  full 
carton  of  cigarettes  for  around  $2.50 
in  a  New  York  supermarket;  today 
that  same  money  will  buy  only  four 
packs.  Nevertheless,  the  same  propor- 
tion of  the  population  smokes  the 
same  number  of  cigarettes  at  an  aver- 
age nationwide  price  of  42  cents  a 
pack  as  they  did  at  28  cents.  Nor  is  3 
inflation  ever  likely  to  be  a  problem. 
Says  analyst  John  Maxwell  of  Wheat, 
First  Securities:  "In  Denmark,  ciga- 
rettes cost  $1.20  a  pack,  and  the 
business  there  is  growing  at  4%  to  5% 
a  year." 

Really  firm  figures  are  hard  to  come 
by,  but  there  is  no  question  that  as 
people  have  become  increasingly 
aware  of  the  menace  to  their  health, 
some  smokers  have  kicked  the  habit 
and  others  have  cut  back.  But  for 
every  smoker  it  has  lost,  the  cigarette 
industry  has  been  able  to  recruit  a 
new  one.  A  decade  ago,  75%  of  the 
smokers  were  men;  today  just  over 
half  are  men.  In  becoming  liberat- 
ed, women  have  apparendy  become 
less  concerned  about  their  health. 
("You've  come  a  long  way,  baby.") 

And  the  kids  are  smoking.  A  whole 
generation  of  schoolchildren  was  ex- 
posed to  antismoking  facts  and  fig- 
ures in  schools  and  on  TV.  But  to 
little  avail.  Again,  no  firm  facts  are 
available,   but   pragmatic   observation 


leaves  little  doubt  that  the  teenagers 
and  even  preteens  are  smoking  as 
much  or  more  than  ever.  Perhaps 
drug  use  has  faded,  and  as  a  result 
cigarette  smoking  has  made  a  come- 
back as  one  of  the  more  intere 
ways  for  kids  to  annoy  their  pa 

Cigarette  manufacturers  like  to 
blame  taxes  for  the  present  high  price 
of  cigarettes,  but  the  facts  do  not 
bear  this  out.  The  federal  excise  tax, 
8  cents  a  pack,  has  remained  con- 
stant. The  average  state  tax,  mean- 
while, has  gone  up  7  cents  in  the 
past  decade  to  12  cents.  On  balance, 
the  tax  per  pack  has  gone  up  only 
7  cents,  but  the  average  retail  price 
per  pack  has  gone  up  14  cent:.  The 
simple  fact  is  that  every  time  costs 
have  gone  up  a  notch,  gross  profits 
have  at  least  held  even  or  gone  up  a 
notch  or  two. 

The  results  show  on  the  bottom 
line.  In  the  past  five  years  earnings 
for  Philip  Morris,  the  best-run  ciga- 
rette company,  climbed  an  am? 
149%.  Even  the  worst  performer,  Lig- 
gett &  Myers,  managed  a  handsome 
22.8%  increase  (see  table,  p.  96).  And 
three  of  the  Big  Six  returned  better 
than  18%  on  stockholders'  equity. 

Operating     margins     for     tobacco 


products  have  been  squeezed  recent- 
ly, because  makers  were  unable  to  in- 
crease prices  as  rapidly  as  costs  rose. 
In  the  first  half  of  the  year  tobacco 
profits  for  the  big  cigarette  compa- 
nies, except  Philip  Morris,  were  no 
better  than  they  were  last  year.  But 
the  cigarette  makers  are  now  staging 
a  recovery.  Six  months  ago  they  in- 
creased the  price  of  cigarettes  70 
cents  per  1,000  units,  just  over  a 
penny  a  pack.  Another  price  hike  is 
likely  to  occur  late  this  year  or  early 
in  1975.  How  many  other  industries 
have  so  consistently  been  able  to 
shrug  off  the  effects  of  inflation? 

And  Now  Tramps 

With  profits  high  and  going  high- 
er, the  Big  Six  tobacco  companies 
had  a  combined  cash  flow  last  year  of 
$1.1  billion;  this  year  it  will  be  more. 
Most  of  this  is  available  for  diversifi- 
cation, since  tobacco,  unlike,  say, 
steel  or  aluminum  or  railroading,  does 
not  require  huge  capital  outlays. 
Philip  Morris  bought  Miller  Brewing; 
American  Brands  bought  Sunshine 
Biscuits;  and  Reynolds  went  into  the 
shipping  business  through  a  merger 
with  McLean  Industries. 

At  the  same  time,  Philip  Morris  is 
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SAVE  NOW  ON 

EXECUTIVE 
LOANS 


f 

W  $2,500  to  $25,000 

11  CASH  BY  PHONE  IN  PRIVACY 
^^^  As  an  executive  or  professional  person, 

you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name . 


.State. 


Zip. 


. Phone. 


Capital 
Financial 

Services 


DEPT.    F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 
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WHO'S  MAKING 
A  BUNDLE? 

Case  histories  of  small  businesses  that 
are  rarely  sold.  Exact  profits,  costs  and 
all  starting  details.  Free  information: 
INSIDER'S  REPORT  7F,  Box  90954 
'  Los  Angeles  90009 


putting  up  more  than  $200  million  to 
build  what  it  claims  will  be  the  most 
efficient  cigarette  plant  in  the  world: 
In  most  industries  $200  million  would 
be  peanuts.  Also,  this  year,  test- 
marketing  of  new  cigarette  brands  has 
escalated  to  its  highest  point  since  the 
1971  TV  and  radio  advertising  ban. 
Right  now  at  least  nine  new  brands, 
some  of  them  carrying  such  labels  as 
More,  St.  Moritz  and  Tramps,  are 
being  checked  out  in  cities  across  the 
country. 

Like  Philip  Morris,  the  cigarette 
makers  are  looking  to  foreign  markets 
for  more  growth.  Already,  Philip  Mor- 
ris' Marlboro  brand  is  the  fastest  sell- 
ing cigarette  in  the  world  and  is  the 
top-selling  American  brand  in  Europe. 
PM  gets  nearly  30%  of  its  tobacco 
sales  and  profits  from  abroad.  Here, 
too,  inflation  is  not  a  serious  prob- 
lem. Once  hooked,  the  typical  smok- 
er will  give  up  almost  anything  before 
he  drops  this  small  luxury. 

Unfortunately,  the  cigarette  mak- 
ers' diversification  into  such  consumer 
items  as  liquor,  pet  foods,  snack  foods 
and  shipping  hasn't  panned  out  well. 
But  continued  high  profits  from  cigar- 
ettes have  helped  bury  the  mistakes.  ■ 


Turned  On.  Earlier  generations  of 
children  sneaked  behind  the  barn 
for  a  forbidden  smoke.  Today, 
smoking  by  underage  children  seems 
more  open  and  more  widespread 
suggesting  that  a  decade  of  antito- 
bacco  propaganda  in  the  schools  and 
on  TV  has  been  a  dismal  failure. 


British- 

American 

Tobacco 

American 

(Brown  & 

Liggett 

Loews 

Philip            R.j. 

Brands 

Williamson 

&  Myers 

(Lorillard) 

Morris      Reynolds 

1973  Results 

Sales                          $3.1  bil 

$6.8  bil 

$728.9  mil 

$766.4  mil 

$2.6  bil       $3.3  bil 

Tobacco               69.9% 

77.0% 

50.2% 

75.7% 

79.0%         71.3% 

Non-tobacco       30.1% 

33.0% 

49.8% 

24.3% 

21.0%         28.7% 

Net  Income              $131.3  m 

il  $268.2  mil 

$29.2  mil 

$51.2  mil  $148.6  mil  $263.6  mil 

Earnings  Per  Share  $4.90 

$1.07 

$3.39 

$3.01 

$2.71           $5.89 

Five-year  Growth 

Sales 

Earnings  Per  Share 

63.1% 
45.0% 

115.2% 
67.4% 

16.9% 
22.8% 

9.8%* 
58.4%* 

155.2% 
148.6% 

45.9% 
58.3% 

Profitability 

Operating  Margin 

Tobacco 

Non-tobacco 
Return  on  Equity 

10.7% 

11.4% 

9.0% 

14.4% 

8.9% 
9.0% 

8.7% 
13.7% 

11.0% 
11.5% 
10.6% 
10.3% 

17.0% 

12.3% 
31.9% 
18.6% 

12.7% 

15.0% 

2.1% 

22.0% 

15.9% 

18.5% 

9.6% 

22.5% 

Cigarette  Market 

U.S.  Market  Share 
Cigarette  Sales 
Leading  Brands 

16.4% 

97.9  bil 

Pall  Mall 

53.5  bil 

17.5% 
108.4  bil 

Kool 
49.6  bil 

5.1% 
33.0  bil 

L&M 
14.0  bil 

8.5% 
57.7  bil 

Kent 
29.5  bil 

21.2% 
137.5  bil 
Marlboro 

69.8  bil 

31.2% 
193.4  bil 
Winston 

85.7  bil 

Recent  Stock  Data 

Price 
P/E  Ratio 
Indicated  Yield 

28Ve 
6 

7.9% 

15 
5 

3.7% 

25  V* 
7 
8.8% 

13Ve 
3 

7.2% 

41  Va 
14 
1.8",. 

42  3A 
7 
5.8"„ 

"Threo.yeor  growth.  (Lorillard  ocqu 

red  by  Loews  Ir 

November  1 968. 
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"This  ad  is  paid  for 
by  Industrial  Indemnity 

But  you  and  I  decide 
where  to  place  your 


insurance. 


C.  H.  Reifenrath 
Independent  Insurance  Agent 
Boring-Reifenra  th  -Green  wold-  Vreeb  urg 
Redwood  City,  California 


More  than  2,200  independent 
insurance  agents  and  brokers  handle  property 
and  casualty  insurance  for  Industrial  Indemnity 
and  for  a  lot  of  other  companies  as  well. 

This  means  you  can  get  expert, 
professional  advice  on  insurance  from  a  truly 
objective  source  — an  insurance  agent  who  has 
no  particular  obligation  to  any  one  insurance 
company.  The  kind  of  objective  advice  you 
expect  from  a  doctor  or  lawyer. 

An  independent  agent  or  broker  can 
sit  down  with  you  and  carefully  examine  your 
situation  and  then  figure  out  which  company's 
policies  or  programs  will  give  you  the  most  for 
your  money.  And  that's  what  you  really  want. 


How  can  you  get  in  touch  with 
a  good  independent  agent?  It's  simple.  Call 
800-447-4700  toll-free.  We  will  give  you  the 
name  of  an  independent  agent  near  you  who 
represents  us  and  other  insurance  companies 

We're  glad  to  recommend  him,  even 
though  he  may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUMvFORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 


FROM  AEI . . . 


THE  FUTURE  OF 
THE  CHINA  MARKET: 
Prospects  for 
bi  no- Amer  scan  Trade 

by  Edward  Neilan  and 
Charles  R.  Smith 

The  authors,  both  news  reporters 
who  specialize  in  Asian  affairs,  con- 
tend that  China  provides  American 
businessmen  with  important  oppor- 
tunities for  trade  and  finance.  The 
study,  published  jointly  by  AEI  and 
the  Hoover  Institution,  includes  the 
findings  of  the  authors'  poll  of  lead- 
ing American  government,  banking 
and  academic  specialists  on  China 
trade.  They  discuss  political,  social 
and  defense  considerations,  as  well 
as  the  short-  term  and  long  -  term 
prospects  for  Sino-American  trade. 
94  pages     Paperback,  $3.00 

MALAYSIA, 
A  Case  Study  in 
Successful  Development 

by  Wolfgang  Kasper 
Wolfgang  Kasper  analyzes  Malaysia 
as  one  of  the  frequently  overlooked, 
relatively  successful  cases  of  de- 
velopment. What  are  the  factors  be- 
hind the  relative  development  suc- 
cess of  Malaysia?  What  lessons  can 
be  drawn  for  development  policy  in 
other  less  developed  countries? 
These  two  questions  are  the  focus 
for  this  exhaustive  and  provocative 
study. 

128  pages     Paperback,  $3.00 


American  Enterprise  Institute 
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Wash 

When  Will 

The  Payoff  Come? 

El  Paso's  Howard  Boyd  produces  spectacular  deals, 
but,  so  far,  only  modest  profits. 


El  Paso  Co.,  the  pipeline  utility 
turned  holding  company,  is  no  sleepy 
outfit.  It  led  the  parade  on  coal-gasi- 
fication tests  in  the  late  1950s.  It  was 
the  first  company  to  use  a  nuclear  det- 
onation in  gas  drilling.  When  diversi- 
fication hecame  the  vogue,  Chairman 
Howard  Boyd  got  in  early.  He  had 
El  Paso  buy  into  textiles,  insurance 
and  copper  mining.  When  detente 
started  to  flourish,  Boyd  was  hopping 
planes  to  Moscow  and  announcing 
plans  for  natural  gas  shipments  from 
Siberia  to  the  U.S.  West  Coast.  And 
when  the  energy  crunch  finally  hit, 
Boyd  was  ready  with  a  $2-billion  plan 
to  ship  in  Algerian  gas. 

Last  month  Boyd  and  El  Paso  were 
at  it  again.  The  scene  was  Detroit  and 
the  World  Energy  Conference,  where 
President  Ford  and  his  aides  were  crit- 
icizing Canada  for  raising  the  price 
of  natural  gas  exports. 

The  next  day  Boyd  had  his  own 
press  conference.  El  Paso  announced 
its  formal  application  to  the  Federal 
Power  Commission  for  permission  to 
build  an  809-mile,  42-inch  pipeline 
from  Prudhoe  Bay  across  Alaska. 
Once  again,  Boyd  was  ahead  of— or 
al  least  separate  from— the  pack.  His 
proposal  was  in  opposition  to  a  rival 
one  produced  by  a  consortium  of 
25  U.S.  and  Canadian  companies,  in- 
cluding such  stellar  names  as  Exxon, 
Atlantic  Richfield  and  American  Nat- 
ural Gas.  The  consortium  had  already 
applied  for  permission  to  bring  that 
gas  to  the  U.S.  via  quite  a  different 
route.  The  consortium's  pipeline  would 
run  from  Alaska  across  Canada  and 
as  far  east  as  Pennsylvania.  Boyd's 
pipeline  would  terminate  at  the  Alas- 
kan Point  Gravina  and  then  rely  on  a 
fleet  of  11  liquid  natural  gas  carriers 
to  carry  it  to  a  port  near  Santa  Bar- 
bara, Calif. 

Soon  a  controversy  was  raging. 
Boyd  claims  his  pipeline  would  cost 
40%  less  than  the  $10  billion  the 
consortium  was  planning  to  spend. 
But  a  spokesman  for  the  consortium 
challenged  this,  claiming  that  costs 
aren't  strictly  comparable  because  El 
Paso's  expenditures  are  only  for  bring- 
ing the  gas  to  the  West  Coast. 

Boyd  argued  that  it  would  be  un- 
wise to  put  the  pipeline  at  the  mercy 
of  Canadian  nationalism.  He  said  that 
the  cross-Canadian  pipeline  might  la- 
ter be  subjected  to  high  taxes  and 
other    charges;    that    the    Canadians 


might  even  demand  some  or  most  of 
the  gas  for  their  own  uses.  Retorted 
the  consortium  spokesman:  "Under  the 
El  Paso  plan,  you  would  be  paying  a 
premium  for  national  security  against 
a  threat  that  is  a  myth." 

In  all  this  activity,  no  one  can  say 
Boyd  lacks  brass  and  brains.  How- 
ever, few  of  his  moves  have  really 
yet  paid  off  at  the  bottom  line.  When 
Boyd  took  over  El  Paso's  executive 
suite  in   1965  from  its  founder,  Paul 


Government  Aid?  "I  don't  see  why 
not,"  says  El  Paso's  Boyd,  who  says 
he'll  turn  to  the  Government  if  he 
cannot  finance  his  transAlaskan  pipe 
line  in  the  money  markets.  "Wishing 
ton  funds  ships  under  Title  11  of  the 
Maritime  Act.  Pipelines  are  no  riskiei 


98 


FORBES,   OCTOBER    15.    1974 


Will 
anyone 
living  ™— - 

live  tO  See_^M  The  ?j*d,s  are  against  it. 

our  little  /*SHr\  ve  desisned  ll  t0 

1 #   l%+ /a^^^^^T^      ^ose  on*y  ^a^  *ts  brightness 
llgilt /^^■■j^^      after  100  years  of  constant 

DUm  /  ^IB^SIBM  \     use.  So  we  don't  use  a  bulb, 

OUt?  I   ■HjuSnlV  rl    a  filament  or  a  vacuum. 

We  use  a  tiny  crystal 
chip  called  a  light-emitting 
diode,  that  works  something 
like  a  transistor. 
These  Monsanto  diodes  are  already  in  use  on  computer 
panels,  instruments  and  even  some  consumer  products. 

Like  a  wrist  watch  with  no  dial,  that  shows  the  time  in 
numbers.  And  the  new  pocket  calculators  with  digital  displays. 

Without  light-emitting  diodes,  they  wouldn't  have  been 
possible.  These  are  growing  markets.  But  look  at  markets  to 
come.  How  about  a  flat  headlight  as  wide  as  your  car,  to  evenly 
light  the  road? 

That's  just  one  of  the  amazing  possibilities  in  the  future  for 
our  crystal  chips. 

Part  of  the  bright  future  we  see  for  Mnncanfn 

the  science 
company. 


FOP  MOPE  INFOPMATION 

WPITE  MD3  MONSANTO  COMPANY 

800  N.  LINDBERGH  BLVD.. 

ST  LOUIS.  MO  63166 


MAGIC  CARPET  RIDE  TO  A 
BUSINESS  SUCCESS  IN  CANADA? 


Don't  bother  looking.  There  isn't  one. 

But  we  do  have  a  book  specifically  designed 
to  help  businessmen  rise  over  some  of  the  more 
common  hurdles  and  pitfalls  a  new  enterprise 
in  Canada  might  encounter. 

The  book  is  called  "Doing  Business  In 
Canada^andisoverGOpagesof  fact,  information 
and  guidance  on  everything  from  taxes  and 
labor  legislation,  to  international  trade  agree- 
ments and  tariffs;  from  the  kinds  of  companies 
you  can  form  to  sales  by  mail,  government 
incentives  — even  helpful  hints  about  moving 
staff  families  north. 


If  you  think  you  might  have  good  use  for  a 
complimentary  copy  of  "Doing  Business  In 
Canada','  we'll  be  happy  to  mail  you  one.  Just 
ask  for  it  on  your  company  letterhead  and  send 
the  request  to  Department  F-10. 


«> 


CANADIAN  imperial 

BANK  OF  COMMERCE 

Over  1600  Branches  and  Over  $  16  Billion  in  Assets 
Head  Office-Commerce  Court,  Toronto.  Canada  M5L  1 A2 
New  York  Agency:  22  William  St.,  N.  Y.  10005 
Telephone:  (212)  344-3800 


Offices  in  Brussels,  Frankfurt,  London,  Milan,  Paris.  Zurich,  Hong  Kong,  Tokyo,  Sydney-Australia,  Chicago,  Dallas,  Loi  Angela! 
New  York.  Portland-Oregon,  San  Francisco,  Seattle.  Branches  and  Trust  services  throughout  the  Caribbean 
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Pat  caught  his  bass 

just  30  minutes 

after  leaving  the  office 


Life  doesn't  have  to  be  one  long,  weary  hassle.  In  Tulsa 
living  is  easy,  uncrowded  and  relaxed  with  the  scenic  countryside 
on  your  doorstep.  You  can  still  hear  birds  sing,  see  a  squirrel, 
flush  a  covey  of  quail,  and  enjoy  clean  air  and  clear  water. 

And,  it's  true.  Within  30  minutes  after  leaving  your  office  you 
can  be  on  one  of  the  seven  nearby  lakes  catching  a  bass  for 
your  dinner. 

It's  a  place  to  fill  your  nonworking  hours  with  pure  pleasure. 
That's  one  of  the  reasons  Tulsa  is  the  perfect  place  for  your 
corporate  headquarters  or  regional  offices. 

Let  us  tell  you  the  other  reasons.  Write  or  call  Marvin  Wynn, 
Manager,  Economic  Development,  Metropolitan  Tulsa  Chamber 
of  Commerce,  616  South  Boston  Avenue,  Tulsa,  Oklahoma 
74119,  (918)  585-1201. 

TULSA 

M  Economic  Development  Commission  of  Till  QA 


Kayser,  El  Paso  had  $541  million 
in  revenues  and  earnings  of  $1.51 
a  share.  By  last  year  revenues  in- 
creased by  80%,  but  earnings  were  up 
by  only  35%,  to  $2.05  a  share.  El 
Paso's  return  on  equity  last  year  was 
just  a  shade  over  11%;  Tenneco,  an- 
other old-line  pipeline  that  has  di- 
versified, earned  more  than  17%. 

Tilting  way  back  on  his  chair,  Boyd 
explains  why  he  isn't  crestfallen.  He 
says  he  had  positioned  El  Paso  well 
to  deal  with  the  energy  shortage  long 
before  most  people  knew  it  would 
happen.  What  has  kept  this  from  be- 
ing more  profitable,  he  says,  has  been 
bureaucracy  and  red  tape. 

In  the  1950s,  according  to  Boyd, 
El  Paso  spent  about  $200  million  on 
exploration,  far  more  than  any  other 
pipeliner.  "We  wanted  a  9%  return  on 
our  investment  to  justify  the  risks  of 
exploration,"  explains  Boyd.  "The 
FPC  allowed  us  6%,  and  I  said  to  heck 
with  it.  I'm  going  to  make  money 
in  unregulated  businesses."  Hence  the 
diversification  into  textiles  and  copper 
and  chemicals. 

In  1973  El  Paso,  amply  supplied 
with  its  own  feedstocks,  was  fortunate 
enough  to  get  the  full  benefit  of  the 
chemical  boom.  Beaunit,  its  textile 
subsidiary,  had  a  full  order  book  for 
high-quality  carpets,  and  finally  re- 
versed a  long  run  of  losses.  But  short- 
ages of  gas  sent  El  Paso's  basic  pipe- 
line business  to  pot;  operating  income 
from  the  pipelines  in  1973  dropped 
by  almost  $13  million. 

Supply  Squeeze 

El  Paso  operates  over  20,000  miles 
of  natural  gas  pipelines,  mainly  from 
west  Texas  and  Oklahoma  into  Cali- 
fornia, and  can  pump  4  billion  cubic 
feet  daily.  Now  it's  running  at  only 
85%  of  capacity,  vs.  1973's  91%. 

This  explains  the  Russian,  Algerian 
and  Alaskan  projects:  From  Algeria 
Boyd  hopes  to  bring  in  2  billion  cubic 
feet  of  gas  daily,  with  the  first  de- 
livery coming  sometime  in  1976;  from 
Russia  1  billion  cubic  feet;  and  from 
Alaska  a  further  3.5  billion  cubic  feet. 
If  all  this  comes  through,  Boyd 
would  more  than  double  El  Paso's 
natural  gas  business. 

Because  they  are  so  costly,  most  big 
pipeline  deals  are  announced  by  a 
consortium.  But  aside  from  the  Si- 
berian project,  where  he  has  teamed 
with  old  Russian  hand  Armand  Ham- 
mer of  Occidental  Petroleum,  Boyd  is 
working  alone. 

Can  Boyd  and  El  Paso  finance  so 
many  deals  at  one  time?  Or  to  put  it 
more  bluntly,  has  Boyd  bitten  off  more 
than  El  Paso  can  chew?  The  proof  of 
the  pudding  will  be  on  the  bottom 
line,  where,  to  date,  the  numbers  are 
not  terribly  impressive.  ■ 
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Faces  Behind  the  Figures 


Day  In  Court 

How  does  a  movie  star  manage  her 
money?  Well,  she  can  rely  on  her  hus- 
band and  get  had  advice  just  the  way 
that  Doris  Day  did.  Alternatively,  she 
can  put  her  trust  in  a  corrupt  busi- 
ness manager  and  get  bilked  seven 
ways  for  Sunday.  Again,  just  like  poor 
Miss  Day. 

The  freckle-faced  star  of  sanitized 
love  epics  like  Pillow  Talk  and  Teach- 
er's Pet  started  unwittingly  pouring 
her  box  office  receipts  down  num- 
erous investment  ratholes  after  marry- 
ing her  agent,  Martin  Melcher,  in 
1951.  Melcher  naively  put  his  trust 
in  a  Beverly  Hills  lawyer  named  Je- 
rome Rosenthal.  For  over  20  years  Ro- 
senthal managed  millions  for  the 
Melchers. 

"I  was  the  big  fish,  as  well  as  the 
bank,"  says  Miss  Day  sadly.  "My  hus- 
band thought  Rosenthal  was  a  genius. 
I  was  working  away,  knowing  noth- 
ing and  trusting." 

The  "investments"  ran  the  gamut: 
sham  transactions  in  land  bank  bonds, 
harebrained  venture  capital  projects, 
bankrupt  hotels  and  several  oil  and 
gas  deals  that  in  a  Judge's  words  pro- 
vided "a  private  Community  Chest 
for  drunken  and  dishonest  operators." 
A  kind  of  small-scale  Equity  Funding, 


but  one  that  went  on  for  decades  in- 
stead of  just  years. 

Rosenthal  made  a  habit  of  com- 
mingling his  funds  with  his  clients', 
taking  kickbacks  on  deals  he  en- 
gineered, getting  clients  into  bogus 
transactions  and  then  charging  the 
victims  exorbitant  fees  in  face-saving 
rescue  efforts. 

When  Martin  Melcher  died  in  1968, 
Rosenthal  claimed  title  to  50%  of  the 
remaining  Day-Melcher  millions.  That 
was  too  much  for  the  working  partner, 
Doris  Day.  The  perky  former  big- 
band  singer  brought  suit  to  recover 
whatever  could  be  found.  The  fact 
that  her  lawyer  kept  only  the  haziest 
of  records  didn't  help.  And  on  top  of 
that,  sheriff's  deputies  had  to  use  force 
on  Rosenthal  to  get  possession  of 
what  files  he  had. 

Five  years  later,  after  a  99-day  trial 
that  cost  the  taxpayers  around 
$250,000,  the  50-year-old  Miss  Day 
was  finally  given  her  due.  A  judge 
held  that  Rosenthal  was  liable  for 
$22.8  million  for  her  losses,  for  inter- 
est on  her  money  and  for  punitive 
damages.  Rosenthal  plans  to  appeal, 
however,  and  it  is  by  no  means  certain 
that  he  is  good  for  the  full  amount. 

Moral:  Hard  as  it  is  to  make  a 
fortune,  it  seems  almost  easier  these 
days  to  make  it  than  to  keep  it.  ■ 


Losers  Beat  Winners 

It  used  to  be  just  collectors,  but  now 
doctors,  lawyers,  brokers— people  with 
an  investment  motive— are  getting  in- 
to the  act.  Rumor  has  it  that  one  man 
put  in  $100,000  in  six  months.  All 
too  familiar  a  tune  these  days,  when 
the  public  will  try  anything— even 
buying  political  campaign  buttons— 
in  an  effort  to  beat  inflation. 

"Take  'Ford  for  Congress':  It's  a 
classic  pre-Presidential,"  says  Joseph 
Masi,  33,  a  former  reporter  who 
makes  a  living  selling  election  mem- 
orabilia. "Last  year  they  sold  for 
$1.50;  now  they're  $15.  Where  else 
could  you  get  such  appreciation?" 

Masi  figures  there  are  about  25,000 
avid  button-buyers.  Many  are  steady 
patrons  of  auctions  like  the  one  his 
Washington-based  firm  runs.  The  to- 
tal handle  this  year,  he  estimates, 
may  top  $1.5  million.  Collectors  got  a 
break  in  1973  when  Congress  passed 
the  Hobby  Protection  Act,  requiring 
labels  on  copies  of  old  buttons. 

Assuming  you're  in  the  game  most- 
ly for  money,  what  do  you  look  for? 

"Losers   are   better   than   winners," 


says  Masi.  "They  usually  make  few- 
er buttons,  and  half  of  them  get 
thrown  away  in  disgust  the  day  after 
the  election."  Goldwater  is  hot  now; 
so  is  McGovern,  especially  badges 
with  offbeat  slogans. 

Like  Wall  Street,  the  political  but- 
ton market  doesn't  always  follow  the 
rules.  "The  1948  election  is  a  big  ex- 
ception," explains  Masi.  "Dewey  is  a 
dog,  because  he  had  all  the  money. 
But  Truman  stuff  is  relatively  rare." 
(A  collector  once  complained  to  HST 
about  the  scarcity  of  material.  "I 
know,"  Truman  replied.  "We  spent 
every  cent  on  that  damn  train.") 

New-found  fame— as  in  the  case  of 
Gerald  Ford— can  also  send  the  value 
of  a  man's  buttons  soaring.  Now  de- 
mand is  heavy  for  all  members  of  the 
Senate  Watergate  Committee  and  the 
House  Judiciary  Committee. 

Disgrace,  however,  is  best  of  all. 
"Gordon  Liddy  ran  for  Congress  in 
1966,"  recalls  Masi.  "I  talked  with  his 
lawyer  last  summer  and  said,  'Look, 
if  you  need  money  for  a  defense  fund, 
get  me  200  buttons  and  I'll  sell  them 
for  $20  each.'  "  Sadly  for  Liddy,  they 
were  nowhere  to  be  found.   ■ 


102 


FORBES  OCTOBER  15,  1974 


Why  Diners  Club  wants  to 

pay  $5  towards  the  cost  of 

your  American  Express  card. 


Even  though  Diners  Club  costs  $  1 5  a  year  while 
American  Express  now  costs  $20,  we  think  you  will  find 
Diners  more  useful. 

Because,  around  the  world,  Diners  Club  is  honored 
at  75,000*  more  places  than  American  Express. 

Indeed,  we  don't  think  any  card  should  cost  more 
than  a  Diners  card.  And  so,  if  you  already  have  American 
Express,  we'd  like  to  pay  you  the  difference  just  for 

y    8  You  get  a  check  for  $5 

when  you  qualify  for  Diners  Club. 

Frankly,  Diners  Club  membership  requirements  are 
quite  strict.  With  75,000  more  places,  we  do  have 
to  be  very  selective. 

If  your  application  is  approved,  we'll  send  you 
your  Diners  Club  card  at  our  usual  charge  ($  1 5)— and 
we'll  also  send  you  a  check  for  $5. 

Then  you'll  have  both  cards  to  use  and  compare. 

See  for  yourself  what  Diners 
75,000  more  places  will  mean. 

In  all  of  Europe,  Diners  gives  you  credit  at  30%  more 
places  than  American  Express.  Important  places,  too. 


For  example,  Guide  Michelin,  the  world's  most 
renowned  restaurant  guide,  bestows  its  highest  rating- 
three  stars— on  just  16  restaurants  in  all  of  France. 
Of  these,  1 1  honor  Diners  Club  (8  exclusively),  while 
only  3  honor  American  Express  (none  exclusively). 

In  all  of  Asia,  Africa  and  Latin  America,  you'll  find 
Diners  Club  at  three  times  as  many  places. 

And,  needless  to  say,  Diners  Club  is  honored 
throughout  the  U.S.— where  we  originated  the  executive 
credit  card. 

Of  course,  you  can  make  do  with  your  American 
Express  card  alone.  But  not  having  Diners  means  having 
no  credit  at  all  in  75,000  places.  It  could  mean  passing 
up  some  very  nice  restaurants,  shops  and  places  to 
stay— unless  you're  prepared  to  pay  cash. 

Why  not  mail  the  application  now— and  see  for 
yourself  while  we  pay  you  $5  towards  the  cost  of  your 
American  Express  card? 

^Figures  based  on  direct  comparison  of  latest  published 
Diners  Club  and  American  Express  directories. 
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Executive  service  is  our  business 


To  quality  tor  this  otter,  application  must  be  received  on  this  form  by  December  15,  1974. 
II   American  Express  cardholders  may  apply  whether  they  paid  $15  or  the  new  $20  rate. 


My  American  Express  Card  no.  is 


It  expires 


MONTH 


YEAR 


<D 


D 


DINERS  CLUB 

10  Columbus  Circle,  New  York,  N.Y.  10019 
[PLEASE  PRINT  ANSWERS  TO  ALL  QUESTIONS) 

Personal  Account-mail  bill  to  residence 


20-79-993 
$5 


FOR  OFFICE  USE  ONLY 

□ 


Personal  Account-mail  bill  to  office 


(Zl     Company  Account-mail  bill  to  office 


□  Mr.     Q  Miss 

□  Mrs.  □  Ms. 


First  Name 


Middle 


Last 


Date  of  Birth 
Month         Day 


Year 


Spouse  (first  name) 


Home 
Address 


Street 


dty 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home 
Rent 


a 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security 
Number 


Previous 
Home  Address 


Street 


City 


State 


ZIP  Code 


Years 
there 


O    Firm  Name  or  Employer 


Nature  of  Business 


Position 


Address 


Street 


City 


State 


ZIP  Code 


Telephone 
(Include  Area^Code) 


Years 

with 
firm 


Annual  Earnings        NOTE   If  less  than  $10,000.  indicate  am't  and 
source  of  other  income,  and  name  and  address 
$  of  banker,  broker  or  att'y  who  can  confirm  this. 


Amount  and  Source 
of  other  income 


Banker.  Broker 
or  Att'y 


Firm 


Address 


City 


State 


ZIP  Code 


Previous  Employer  (if  employed  by  above  less  than  3  years) 
or  College/University  if  Recent  Graduate 


Name  and  Address  of  Personal  Reference  (not  living  with  you) 


Yrs   with  firm  or 
yr.  graduated 


A     Name  of  Bank  and  Branch        City  &  State  Acct.  Number 

Type  of  Account:       □  Checking       Q  Savinps       □  Loan 


Name  of  Bank  and  Branch        City  &  State 


Acct.  Number 


Type  of  Account:       Q  Checking       □  Savings       □  Loan 


Department  Store  Accounts 


Oil  Company  Accounts 


Other  Credit  Accts; 
G  American  Express 
□  Carte  Blanche 
G  Bank  Amencard 
G  Master  Charge 
Other: 


Former  Diners  Club  member?     Q  Yes     G  No 


5. 


I 

V 


$17  FEE:  covers  12  months'  membership  from  date  card  is  issued  at  $15 
plus  1  year's  subscription  to  Signature,  the  Diners  Club  Magazine,  at  $2. 
Subscription  optional.  Indicate  choice  below  Do  NOT  enclose  check- 
we  will  bill  you  later. 

G  $17  Fee  (Includes  Signature  Magazine)  G  $15  Fee  (Membership  Only) 

Applicant  authorizes  exchange  of  credit  information,  the  issuance  of 
credit  cards  as  indicated  and  renewal  and  replacement  thereof.  Appli- 
cant agrees  that  each  cardholder  assumes  joint  and  several  responsi- 
bility for  all  charges  with  company  applicant,  if  Company  Account,  or 
with  primary  applicant  if  Personal  Account. 


Send  me  an  additional  Diners  Club  Card  at  $7.50  for  a  member  of  my    firm/family. 


First  Name         Middle         Last         Signature  of  Ado-on  applicant     Relationship 


Please  send  me forms  for  additional  cards  for  members  of  my  firm/family. 


CD. 


(D. 


Signature  of  Company  Officer  for  Authorization  of  Company  Account  Title 


Signature  of  Individual  Applicant 
|   IHAVE  YOU  SIGNED  THIS  APPLICATIONS  !■■§■■ 


Date 


PHOTO  BY  FRf.0  KAPLAN- BLACK  STAR  FOR  SPORTS  lUUSTKAIll) 


What  other  newswcckly 
puts  you  so  close  to  the  action? 


Sports  is  a  world  of  action.  So 
naturally  Sports  Illustrated  is  the  news- 
weekly  of  action. 

But  we  don't  think  it's  enough  just 
to  cover  the  action.  We  want  to  put  you 
right  inside  it. 

The  Third  Newsweekly's  writers 
and  photographers  and  artists  haunt 
fields,  courts,  tracks,  oceans  and  moun- 


tains to  capture  the  exact  telling 
moment.  The  close  call,  the  crunch,  the 
play  you  wouldn't  believe,  the  split  sec- 
ond when  victory  hung  in  the  balance. 

TheyVe  not  just  showing  you  what 
happened;  theyVe  making  you  feel  what 
it  felt  like  at  the  center  of  the  action. 

No  other  magazine  catches  so 
much  action,  so  totally.  Just  ask  the  14 


million  people  who  enter  the  action 
world  of  sports  every  week  through  the 
pages  of  The  Third  Newsweekly. 

Could  your  advertising  use  more 
action?  It's  as  close  as  your  phone  and 
the  SI  man  at  the  other  end. 

Sports  Illustrated 

The  Third  Newsweekly. 
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Faces  Behind  the  Figures 


Firing  Isn't  So  Bad 

You'd  know  that  Gordon  Bames  was  fired  from  his  job  as 
a  weatherman  for  CBS-TV  in  New  York  whether  he  told 
you  or  not.  Because  nobody  quits  a  $75,000-a-year  job, 
especially  not  a  man  who  never  got  beyond  a  high  school 
diploma  and  picked  up  his  meteorology  working  for  Pan 
American  World  Airways  in  the  1950s.  But  Bames,  now 
42,  freely  admits  he  got  the  sack  in  1972:  "They  said  they 
took  a  survey,  and  I  didn't  have  the  personality  for  TV." 

The  probable  reason  he  isn't  sensitive  about  it  is  what 
happened  next.  Over  the  last  couple  of  years  he  has  built 
up  a  $750,000-a-year  business  consulting  with  corporations 
on  long-range  weather  trends.  So  far,  says  Barnes,  some 
16  clients  have  agreed  to  pay  him  from  $50,000  to 
S125,000  a  year  for  his  forecasts;  and  business  is  booming 
these  days,  thanks  to  headlines  about  unusual  weather, 
from  drought  in  the  Midwest  to  floods  in  Bangladesh  to 
hurricanes  in  Central  America. 

Barnes  won't  tell  the  names  of  any  clients,  but  he  says 
they  range  from  a  chemical  company  that  wants  to  know 
what  weather  will  be  in  different  parts  of  the  country  (as 
a  help  in  planning  fertilizer  advertising)  to  a  tobacco  com- 
pany that  wants  to  know  when  the  cold  season  will  hit 
(because  people  switch  from  regular  to  menthol  cigarettes 
when  they  get  colds ) . 

Recently  he  has  even  figured  out  a  kind  of  mass-mar- 
keting approach,  with  the  help  of  the  New  York  brokerage 
house  of  James  H.  Oliphant  &  Co.  Appearing  before  100  of 
Oliphant's  corporate  clients,  Barnes  dramatically  predicted 
i  lasting  drought  in  the  Plains  States  comparable  to  that 
of  the  1930s.  "Every  22  years,"  he  told  them,  "we  have 
experienced  a  drought  there  lasting  three  to  five  years." 

With  exposure  like  that,  who  needs  a  litde  TV  job?  ■ 
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Weatherman  Barnes 


Take  The  Cash 

Poor  old  Lionel  Corp.,  once  a  house- 
lold  name,  more  recently  a  Wall 
Street  promotion.  In  its  latest  rein- 
ai  nation,  Lionel  has  licensed  its  toy 
(rain  lines  to  General  Mills  and  con- 
glomerated into  toy  retailing,  swim- 
ming pools  and  car-washing  equip- 
ment. On  $120  million  in  sales  last 
year,  Lionel  netted  a  mere  $1.8  mil- 
lion. Pretty  sad.  Its  stock,  once  over 
20,  recently  bumped  bottom  at  $1.50 
a  share,  about  five  times  earnings. 

Leonard  Wasserman  got  himself  in- 
volved in  this -dismal  picture  in  1969 
when  he  sold  his  15  toy  stores  to  Lio- 
nel. He  got  a  deal  that  tied  the  sale 
price    to    the    profits    of    his    stores 
through    1974   and   the   price   of   the 
company's    stocks.     Since    his    stores 
were  doing  well,  he  could  have  got- 
at   best,   a   total   of   2.2   million 
hares  of  stock,  which  would  have  giv- 
n  him  33%  control  of  the  parent  corn- 
In  theory  that  would  be  worth 
$3.3  million,  but  try  to  realize  it  in  a 
Iclc    stock    market    with    a    marginal 
.ompany  and  in  the  teeth  of  Secur- 
nes    &    Exchange   Commission   regu- 


Wasserman  of  Lionel 


lations  inhibiting  insider  selling! 

Wasserman,  49,  has  known  hard 
times.  He  grew  up  as  a  poor  boy  in 
Philadelphia.  He  doesn't  ever  want  to 
be  poor  again.  So  last  month  he  set- 
tled with  management  for  $1.7  million 
—cash.  That  plus  the  601,978  shares 
of  Lionel  that  he  already  owns  gives 
him  a  package  worth  a  bit  over 
$2.6  million.  A  far  cry  from  the  pa- 
per value  of  nearly  $30  million  that 
the  transaction  seemed  to  be  worth 
at  the  time  Wasserman  made  it. 

Why  did  Wasserman  pass  up  con- 
trol of  a  good-sized  company  for  a 
smallish  amount  of  cash?  Says  he, 
sadly:  "When  I  first  made  the  deal, 
I  associated  stock  with  dollars.  Ulti- 
mately I  found  out  that  wasn't  true." 

In  a  sense,  Wasserman  is  better  off 
than  millions  of  other  Americans  who 
also  discovered  that  the  stock  market 
is  far  from  being  a  sure  thing.  He 
has  his  cash  and  retains  the  biggest 
single  block  of  stock  in  Lionel. 

Even  at  this  low  point  in  the  stock 
market,  Wasserman  seems  to  have  fig- 
ured that  with  a  company  like  Lio- 
nel it  is  better  to  take  the  cash  and 
let  the  credit  go.   ■ 
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TENNECO'S  GROWTH  IN  THE  70's. 


Cash  flow  up  86% 
to  *653  Million* 


Tenneco's  cash  flow  has  grown  from 
$351  million  in  1970  to  an  annual  rate 
of  $653  million  at  mid-year  1974. 

This  consistent  rise  has  provided 
for  higher  common  stock  dividends 
(increased  three  times  since  1 970) 
and  also  made  possible  the  increasing 
reinvestment  of  funds  in  promising 
projects. 

In  fact,  while  cash  flow  almost 
doubled,  internally  generated  funds 
available  for  reinvestment  increased 
nearly  five  times  over  the  period. 

Thus,  Tenneco  is  generating 
more  and  more  of  its  capital  invest- 
ment needs  internally,  thereby  re- 
ducing the  proportion  needed  from 
external  financing. 

Professionals  are  referred  to 
Tenneco's  financial  analysts'  year- 
book for  further  information. 
Tenneco  Inc.,  Houston,  Texas  77001 

*12  months  ended  June  30,  1974 


Ava  lable  for  Reinvestment  In  Company         ■  Dividonds  and  Security  Retire 


TENNECO  CHEMICALS  O  TENNESSEE  GAS  TRANSMISSION  O  TENNECO  OIL  O  PACKAGING  CORP   OF  AMERICA 
TENNECO  REALTY      O        J  I  CASE       O        WALKER  MANUFACTURING        O        NEWPORT  NEWS  SHIPBUILDING 


The  Funds 
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Growth 
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Stock  Timing 


If  you  are  inclined  to  shed  a  tear 
in  this  present  dreary  stock  market 
for  growth  companies  and  those  un- 
fortunate enough  to  be  their  share- 
holders, by  rights  you  should  be  weep- 
ing copiously  for  the  growth  funds. 
And  what  about  those  ill-starred  mor- 
tals whom  an  unkind  fate  cast  in  the 
role  of  growth  fund  managers? 

Well,  that's  not  the  way  the  man- 
agers talk,  at  any  rate.  Far  from  an- 
ticipating the  early  collapse  of  Civil- 
ization As  We  Know  It,  they  think 
the  bargains  to  be  had  in  the  present 
stock  market  are  unbeatable— though 
that  doesn't  mean  they  are  necessarily 
contented  in  every  respect  with  their 
own  portfolios. 

"I  think  there  are  going  to  be  some 
absolutely  outstanding  purchases 
made,  whether  at  today's  prices  or 
one  month  from  now,"  says  David 
Scudder,  the  Wellington  Management 
vice  president*  who  has  been  running 
the  $150-million  Ivest  Fund.  "When- 
ever this  thing  turns  around  and  starts 
back  again,  on  a  five-  or  ten-year 
time  horizon,  I  think  we  are  going  to 
look  back  and  say  that  this  was  one 
of  the  most  incredible  buying  oppor- 
tunities in  growth  companies." 

Nor  is  Ivest  alone  among  the 
growth  funds.  George  Putnam,  chair- 
man of  the  Putnam  Growth  Fund,  has 
sat  out  the  market  for  most  of  this 
year,  keeping  some  23%  of  the  assets 
of  his  $444-million  fund  in  cash  equiv- 
alents. But  no  longer.  In  the  past 
nonth  or  so  he  has  turned  half  of 


that  cash  into  growth  stocks. 

Even  as  he  does  so,  Putnam  runs 
up  the  warning  flag:  "Some  cyclical 
and  shortages  stocks  are  still  over- 
priced," he  says.  "Shortages  are  dis- 
appearing, metal  prices  are  coming 
down  very  dramatically  in  copper  and 
aluminum.  But  good  growth  stocks 
like  the  IBMs  are  still  terribly  cheap." 

How  cheap?  Well,  International 
Business  Machines  is  down  56%  from 
its  J973  high— just  as  Kodak  is  down 
57%,  Sears  58%,  General  Electric  59% 
and  Xerox  62%.  But  that  does  not 
automatically  make  any  of  them  good 
buys.  And  continuing  two-digit  infla- 
tion, which  imperils  the  consumer's 
hope  for  increased  disposable  income, 
is  a  special  threat  to  consumer  goods 
companies— though  Putnam  feels  that 
"a  Coca-Cola  will  do  well  anyway." 

One  factor  on  which  Putnam  bases 
his  own  buoyant  outlook  is  the  mar- 
ket's tendency  to  overdo  things,  to 
drive  stocks— even  stocks  like  Avon 
and  Simplicity  Pattern— too  far  in 
whatever  direction  they  are  going.  "In 
the  long  run,"  he  says,  "the  consumer 
has  historically  had  more  disposable 
income  each  year  than  he  had  the 
year  before  in  every  economic  situa- 
tion except  one  since  1945." 

H.  Bradlee  Perry,  vice  president 
and  research  director  for  the  $110- 
million  David  L.  Babson  Investment 
Fund,  agrees  with  Putnam— and  he, 
too,  is  putting  his  fund's  money  where 
his  mouth  is:  "We  have  been  making 
dollar- averaging  purchases  in  growth 


Fact  and  Comment— 


they 

like 

it! 


"...sheer  delight.  A  marvel- 
ous talent  for  trenchancy... 
drollery.  Nothing  in  the  pass- 
ing scene  escapes  Malcolm 
Forbes'  perceptive  eye." 
Charles  A.  Winding,  Chairman 
Of  The  Exec.  Committee 
Marine  Midland  Banks,  Inc. 

"With  Malcolm  Forbes'  intel- 
ligence as  well  as  his  practi- 
cal approach  to  everything 
regarding  business,  Fact  and 
Comment  makes  most  inter- 
esting reading."  Gus  Levy 
Chairman 
Goldman  Sachs  &  Company 

"Reading  Fact  and  Comment 
is  like  having  someone  put  a 
friendly  arm  around  my 
shoulders  and  saying  inspir- 
ing words."  Albert  Singer 
President 
Carillon  Importers,  Ltd. 

"...should  appeal  to  any 
reader— young  or  old." 

T.  M.  Evans 
Chairman 
Crane  Company 
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How  a  "Free" 
Checking  Account 
can  actually  lose 
you  $500  a  year 

Announce  expansion  of  only  bank  plan 
in  U.S.  that  allows  both  checks  and 
top  interest  at  same  time 

Millions  of  Americans  today  consider  them- 
selves lucky  to  have  a  so-called  "free" 
checking  account.  But  what  they  don't 
realize  is  that  many  are  actually  letting 
$100,  $300,  even  $500  or  more  in  hard 
cash  slip  through  their  fingers  every  year. 
This  is  because,  although  the  checks  are 
free,  their  account  isn't  earning  them  one 
cent  in  interest. 

But  now  there's  a  unique  bank  plan,  the 
only  nationwide  plan  of  its  kind,  that  not 
only  gives  you  free  checks  but  pays  you 
maximum  rate  interest  on  all  the  money 
now  lying  idle  in  your  checkbook.  Account- 
holders  can  write  free  checks  on  credit 
against  the  entire  account  while  the  interest 
is  compounded  daily. 

Like  a  free  checking  account  that 
pays  highest  savings  account  inter- 


est. There  are  no  check  or  service  charges, 
and  because  of  a  free  repayment  period,  the 
account  can  be  used  just  like  a  completely 
free  checking  account  with  no  minimum 
balance  required. 

The  accounts  are  exclusive  to  Citizens 
Bank  &  Trust  Co.  in  suburban  Chicago,  a 
bank  in  the  quarter-billion-dollar  class 
with  exceptional  reserves  and  F.D.I.C. 
insurance.  All  transactions  are  by  postage- 
free  mail. 

A  bank  spokesman  reports  that  people 
with  "United  Security  Accounts"  earn  as 
much  as  $100,  $500  or  more  extra  interest 
every  year,  even  though  they  can  still 
write  checks  up  to  their  full  balance.  One 
confidential  bank  account  does  the  work 
of  both  savings  and  checking. 

Although  "U.S.A."  accounts  are  now 
held  by  80,000  depositors,  new  accounts 
have  only  been  available  at  limited  inter- 
vals, mainly  to  persons  recommended  by 
present  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new  accounts 
without  recommendation. 

During  this  limited  application  period, 
anyone  interested  is  invited  to  send,  with- 
out obligation,  for  a  free  booklet  describing 
the  special  advantages  of  these  accounts. 
The  convenient  coupon  below  should  be 
sent  without  delay. 


---------FREE  BOOKLET  COUPON 

Howard  S.  Hadley,  U.S.A.  Director 
Citizens  Bank  &  Trust  Co.,  Dept.  F-21 
(Park  Ridge)  Chicago,  III.  60666 

Please  mail  me  my  free  booklet  with  full  information  on 
how  I  can  use  a  "United  Security  Account"  like  a  free 
checking  account  that  pays  highest  savings  account  interest. 
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Assets  Over  Quarter  Billion  Dollars 


What  Does 

DINES 

Say  Now? 

Has  the  devastating  decline  so  far  in  1974  finally  "satisfied"  him? 

Is  he  finally  turning  bullish  ...  or  is 
he  still  as  bearish  as  he  has  ever  been? 

How  did  he  view  the  recent  dive  in  the  price  of  gold  shares? 

Should  you  sell  ...  or  buy  . . .  gold  shares  now? 
Are  new  opportunities  shaping  up  again? 

LET  US  SEND  YOU:  •  A  special  feature,  "What  would  happen  if  Americans  were  to  own 
gold?"  •  A  feature  on  low  priced  golds  &  silvers.  •  A  special  feature  on  8  leading  currencies, 
showing  which  are  most  backed  by  gold,  and  which  are  safest  to  be  in  at  various  gold  prices. 

•  A  special  chart  of  gold's  relative  strength  back  to  1948,  what  it  looks  like  now,  and  what 
it  means.  •  A  special  in-depth  feature  explaining  ADR's,  the  advantages  and  disadvantages. 

•  A  special  feature  on  ASA  Ltd.  with  all  its  price  history  since  that  gold  trust  was  formed 
in  1960.  •  A  chart  showing  the  ratio  of  gold  and  silver  prices  back  to  the  fifteenth  century. 

•  A  special  feature  on  how  to  start  a  gold  coin  collection  in  Switzerland,  legally. 

FOR  ALL  THESE  FEATURES  PLUS  MANY  MORE: 

(book  reviews,  short-term  trading  stocks,  etc.)  send  no  written  message.  Just  include  this  ad, 
your  name,  address  and  $10  for  a  4-issue  trial  to  Dept.  JO  4M2.  (Payment  MUST  be  enclosed). 
Also,  ask  for  information  on  the  latest  Dines  Gold  and  Silver  Seminar  In  London  on  November 
4.  For  information  as  to  how  you  can  hire  Mr.  Dines  to  manage  your  portfolio,  or  the  portion 
of  it  devoted  to  precious  metals,  through  the  broker  of  your  choice,  call  Mr.  Sauchelll  (212) 
725-1543;  minimum  portfolio  size  is  $100,000.  Private  consultation  with  Mr.  Dines  is  $500 
per  hour. 

The  Dines  Letter      18  East  41  St.,  N.Y.,  N.Y.  10017 

(Not  assignable  without  your  consent.)  (N.Y.  residents,  please  add  applicable  sales  tax.) 


The  Funds 


stocks  for  some  months  now,  and  are  I 
continuing  to  buy  good  growth  stocks  ] 
as   they   come  down."   Which   ones?   I 
"Just  about  every  prime  growth  stock 
you  could  name,"  he  replies,   noting   I 
that  in  the  past  nine  months  he  had   J 
added  shares  to  55  of  the  fund's  61 
stock  holdings.  "Some  look  lower  than   j 
others;  IBM  looks  cheaper  than  John- 
son &  Johnson." 

The  Switch  Is  On 

Ivest's  Scudder  is  more  finicky  1 
about  which  growth  stocks  to  bin: 
"Only  a  few  are  at  the  low  end,"  he 
says.  To  pick  the  ones  that  are,  Scud-  ' 
der  first  checks  for  changes  in  a  com- 
pany's fundamental— growth  rate, 
balance-sheet  strength,  management 
competence  and  continuity.  (Avon, 
he  notes,  is  a  classic  example  of  a 
growth  stock  that  may  no  longer 
deserve  the  label. ) 

Then  he  charts  the  relative  and  ab-  ] 
solute  price /earnings  multiples  of  the 
stock  over  long  periods  of  time  and   < 
compares   them  with   today's   figures. 
Then,   after  looking  at  earnings  and  J 
dividend  growth  rates,  he  comes  up 
with  candidates  to  buy  or  sell:  "We 
are    switching    from     highly    valued 
growth  stocks  to  more  attractive  ones." 

The    Rowe    Price    New    Horizons 
Fund,  which  specializes  in  investing 
in  smaller  growth  companies  like  Ray- 
chem,  Long's  Drug  Stores  and  Med- 
tronic,   also    thinks    it    smells    oppor- 
tunity in  today's  market.  For  the  last 
two  years  the  fund  has  been  closed 
to  new  investors.  But  now,  says  spokes 
man  Thomas  C.  Barry,  assistant  to  tl it- 
president,  "In  the  last  three  months 
these  premier  small  growth  companies 
have  declined  to  the  point  where  they  I 
are    attractively    priced    for    the    first  J 
time  since  1970.  There  are  lots  of  bar- 
gains out  there,  and  we  are  buying  J 
them  and  running  down  our  reserves. 
So  we  have  just  opened  up  the  bind 
to  new  investors." 

Does  this  mean  the  growth  fund* 
are    downright    happy    with    today's 
market?  Don't  be  silly.  Ivest,  Putnam      / 
Growth,     Babson      Investment      and 
New  Horizons  have  all  suffered  brutal  f 
declines  in  net  asset  value  per  share 
since  their  1973  highs,  and  practical 
ly  all  the  growth  funds  have  had  to 
contend  with  redemption  problems 

"This  should  be  a  boom  time 
Babson's   Perry.   "But  when  yon 
93%  invested  and  the  stocks  in  \<>i 
portfolio  have   dropped   30%,   it's 
boom.  We  would  have  been  just 
happy  to  have  the  market  go  do\ 
less.  We  still  would  biivt  found  bu] 
ing  opportunities.''  ■ 
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2nd  Consecutive 
$1  Billion  Quarter  in  Sales 


The  second  quarter  was  the  90th  consecutive  quarter 
that  sales,  net  earnings  and  earnings  per  share 
exceeded  those  of  the  comparable  three  months  of 
the  previous  year.  These  second  quarter  and  six- 
months  records  indicates  Beatrice  is  well  on  its  way 
to  exceed  its  goal  of  $4  billion  in  sales  for  this  fiscal 
year  and  achieve  a  new  record  of  23  consecutive  years 
of  increased  sales  and  earnings. 

DIVIDEND  INCREASED  10.8% 
SECOND  RAISE  IN  NINE  MONTHS 
Effective  with  the  Oct.  1  payment,  the  quarterly  dividend  rate 
on  Beatrice  Foods'  common  stock  was  increased  10.8  percent 
to  18  cents  per  share,  equal  to  an  annualized  rate  of  72  cents 
per  share.  The  previous  annual  rate  was  65  cents.  This  is  the 
second  increase  in  the  common  stock  dividend  rate  in  the  last 
nine  months  for  a  total  of  16  per  cent. 


All-time  Highs  for  the  Second 
Quarter  Ended  August  31, 1974 

RECORD  SALES 

$1.03  BILLION 

UP  16% 

RECORD  NET  EARNINGS 

$35  MILLION 

UP  13% 

RECORD  EARNINGS  PER  SHARE 

450 

UP  13% 

All-time  Highs  for  Six  Months 
Ended  August  31, 1974 

RECORD  SALES 

$2.03  BILLION 

UP  18% 

RECORD  NET  EARNINGS 

$69.5  MILLION 

UP  14% 

RECORD  EARNINGS  PER  SHAF.E 

890 

UP  13% 

RECORD  INCREASE  IN  INTERNAL 
GROWTH  IN  SALES 

$260  MILLION 

H 


Write  for  a  copy  of  our  annual 
and  six-month  reports. 
Beatrice  Foods  Co. 
Public  Relations  Department 
120  South  LaSalle  Street 
Chicago,  Illinois  60603 


Beatrice  Foods 


How  to  make  your  money 

fight 
for  every  last  eent  it  can  earn. 


How  to  get  up  to  9% 
interest  without  tying  up 
your  money.  Invest  as  little 
as  $5,000  in  short-term 
securities,  all  maturing  in 
the  next  12  months,  some 
Government  guaranteed. 


How  to  get  Government- 
guaranteed  income  from 
investments  maturing  in 
1  to  25  years.  Recent 
Treasury  bills,  notes  and 
bonds  paid  6%  to  9%. 
Minimum  investment: 
$1,000  to  $10,000. 


How  to  get  6%  to  8%  tax 
free  with  municipal  bonds. 
For  people  with  taxable 
income  over  $25,000  per 
year,  this  is  the  equivalent 
of  9  to  12  percent! 
Minimum  investment: 
about  $5,000. 


How  to  invest  for  long- 
term  growth  with  blue 
chip  stocks.  If  you  can 
wait  for  growth  —  and 
don't  mind  taking  a 
sensible  degree  of  risk  — 
this  could  help  to  build 
capital  for  the  future. 


How  to  get  up  to  8.5%  in 
current  dividends  from 
common  stocks.  A  chance 
for  capital  growth,  too,  if 
you're  willing  to  take  a 
businessman's  risk  to  get  it. 


How  to  get  8%  to  10%  in 
regular  income  with  the 
corporate  bonds  of  some 
of  America's  leading 
companies.  A  variety  of 
due  dates  and  companies 
to  choose  from.  Minimum 
investment:  $1,000  or  less. 


Mail  to  Merrill  Lynch  today!  foe-iou 

Merrill  Lynch  Service  Center,  Box  700,  Nevada,  Iowa  50201 

Yes.  I  want  to  know  how  I  can  make  my  money  fiffht  for  every  last 
cent  it  can  earn.  Rush  me  a  copy  of  your  report,  "CHOOSE  YOUR 
WEAPON:  Hard-working  investments  for  hard-earned  money." 


Name 


(pleue  prinu 


Address 
City 


Home 
I 'hone 

Bush 
Phone 


State 


Zip 


Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account    ■ 
Executive | 


Merrill  Lynch  Pierce  Fenner  6  Smith  Inc. 


'  1974  Merrill  Lynch  Pierce  Fenner  4  Smith  Inc.  Member  Securitiei  Investor  Protection  Corporation  < 


The  Forbes  Index 


preliminary 


JULY 

134.8 

AUG 

133.7 

SEPT 

132.8 

OCT 

132.8 

NOV.    ..... 

132.3 

DEC 

129.4 

JAN 

127-6 

FEB 

126.3 

MAR 

125.0 

APR 

125.3 

MAY 

125.4 

JUNE  

125.1 

JULY 

125.9 

1968 


1970 


Composed  o(  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


AUG.  (Prel.)    125.2 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


Market  Comment 


Prospecting  In  A 
Bargain  Basement 

By  L  O.  Hooper 


This  bargain  basement  we  now  have 
in  the  financial  markets  is  not  too  dif- 
ferent from  the  traditional  bargain 
basements  in  department  stores.  Here 
and  there  some  really  good  merchan- 
dise is  available  at  most  attractive 
prices,  but  much  of  the  stuff  is  shoddy 
or  even  damaged  goods.  If  you  are 
about  to  prospect  in  the  bargain  base- 
ment, keep  your  eyes  open  for  the 
bad  stuff  as*  well  as  for  the  good. 

Avoid  the  shares  of  companies  that 
are  crudely  overcapitalized— and  there 
are  hundreds  of  them.  Never  judge  a 
stock  by  its  price  until  you  know  how 
many  shares  are  outstanding  and  how 
much  debt  and  preferred  stock  there 
is  ahead  of  the  common.  A  stock  sell- 
ing at  $1  or  $2  a  share  may  look 
"cheap"— until  you  find  that  the  com- 
pany has  10  million  or  15  million 
shares  issued  in  addition  to  a  debt  of 
$5  million  or  so.  Always  multiply  the 
price  by  the  number  of  shares  issued 
and  add  the  face  value  of  the  debt; 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchineloss  Kohlmeyer  Inc. 


then  decide  whether  the  corporation 
is  underpriced  or  overpriced.  Usual- 
ly, but  not  always,  a  stock  that  sells 
for  $5  a  share  or  less  is  overvalued, 
not  undervalued,  in  relation  to  one 
that  sells  at  $25,  $50  or  $100  a  share. 
Remember  that  a  share  of  stock  is 
nothing  but  a  specific  fraction  of  own- 
ership, and  that  these  fractions  vary 
widely  in  size. 

We  are  currently  surfeited  with 
stocks  carrying  small  fractions  of  own- 
ership. There  have  been  too  many 
splits  and  stock  dividends,  and  most 
of  the  new  issues  resulted  from  highly 
imaginative  recapitalizations.  It  is  not 
to  be  wondered  that  there  are  so 
many  issues  over-the-counter  and  on 
the  ASE  which  sell  for  $5  a  share 
or  under. 

Another  thing  to  watch  for  is  too 
much  debt.  Many  of  these  bargain- 
price  stocks  represent  companies  head- 
over-heels  in  debt.  That  is  especially 
true  of  the  conglomerates,  which 
often  issued  bonds  for  the  shares  of 
the    companies    acquired.    The    debt 


created  to  accomplish  leverage  for 
the  stock  is  wonderful  in  a  bull  mar- 
ket, but  it  can  be  disastrous  in  a 
bear  market.  Don't  forget  that  the 
main  cause  of  our  present  financial 
troubles  is  unwise  and  excessive  debt. 

Recently  I  had  occasion  to  look 
over  some  of  the  financial  newspapers 
and  market  letters  of  the  1920s  and 
the  1930s.  Few  of  the  "big"  stocks  we 
were  trading  then  are  available  today. 
The  number  of  names  you  now  see  in 
the  stock  table  that  will  still  be  there 
five  years,  ten  years  or  20  years  hence 
will  be  surprisingly  small.  Try  to  buy 
the  probable  survivors. 

In  looking  for  bargains,  I  would  try 
to  pick  out  companies  that  have  little 
debt,  or  no  debt  at  all.  You  will  be 
amazed  to  see  how  few  there  are.  I 
have  always  liked  to  buy  the  shares 
of  companies  that  have  enough  net 
working  capital  to  co\  er  all  their  debts 
and  preferred  stock  and  still  leave 
more  than  enough  to  cover  the  price 
of  the  common.  Here  I  would  inject 
a  note  of  caution.  I  have  lately  seen 
some  analyst  computations  of  net 
working  capital  per  share  that  did  not 
deduct  the  face  value  of  outstanding 
bonds  before  dividing  by  the  number 
of  shares.  Funded  debt  is  just  as  much 
a  liability  as  stated  current  liabilities. 

For  a  long  time,  most  analysts  and 
most  of  the  textbooks  have  been  tell- 
ing us  that  book  value  is  not  important 
except  in  the  case  of  a  few  companies. 
I  think  book  value  is  becoming  more 
and  more  important.  Most  companies 
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Past-vs-Present  Comparison: 

15  BIG  BOARD' STOCKS 
FOR  THE  PRICE  OF  ONE? 

This  list  of  15  NYSE  stocks— which  are  by  no  means  unique- 
may  help  point  up  the  extraordinary  condition  of  the  market: 


Telex 

Columbia  Pictures 
Helene  Curtis 
Sanders  Associates 
General  Steel 


Ampex 

Seaboard  World  Air 

Pan  Am 

Lear  Siegler 

Avco 


Lockheed  Aircraft 
Bangor  Punta 
Chris  Craft 

Mohawk  Data  Sciences 
Kaufman  &  Broad 


At  their  pre- 1971  highs,  the  average  price 
per  share  for  any  ONE  of  these  stocks  worked 
out  to  about  $50. 

Today,  you  could  buy  shares  of  ALL  15  for 
about  $50.  Their  average  price  per  share  is  less 
than  $3.50  (Value  Line  Investment  Survey 
7/12/74). 

But  the  foregoing  is  just  a  statistical  com- 
parison—  NOT  a  suggested  course  of  action. 
We  present  this  exhibit  simply  as  symptomatic 
of  the  unusual  situations  taking  shape  in  today's 
deeply  depressed  stock  market. 

What  about  all  those 
Stocks  at  $2,  $3,  $4. 

Of  the  more  than  1500  stocks  (most  of  them 
on  the  NYSE)  under  continuous  review  by  The 
Value  Line  Investment  Survey,  currently  (as  of 
7/12/74)  we  find  that... 

.  .  .  184  of  these  stocks  are  under  $5 — with 
79  down  below  $3.  (In  the  dismal  year  of  1970, 
just  61  of  the  Value  Line  1500  sank  below  $5; 
the  subsequent  recovery  gains  of  all  61 — from 
their  1970  lows  to  their  1971-73  highs- 
averaged  more  than  +300%.) 

...  of  the  184  stocks  now  under  $5,  only  34 
are  rated  1  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  their  Probable  Market  Perform- 
ance in  the  Next  12  Months  relative  to  all  the 
others;  69  are  rated  4  (Below  Average)  or  5 
(Lowest)  and  should,  we  think,  be  completely 
avoided;  the  rest  are  rated  3  (Average). 

(While  not  every  stock  will  always  perform 
in  accordance  with  its  Value  Line  rating,  such 
a  large  majority  have  in  the  past  that  we  be- 
lieve you  can  weigh  the  odds  heavily  in  your 
favor  by  checking  your  investments  against 
these  ratings.) 

NOTE:  Many  of  the  stocks-under-$5  cited 
above  are  relatively  volatile.  They  can  be  ex- 
pected to  outswing  the  market  not  only  going 
up  but  also  going  down. 

Get  Ready  Now. 

Value  Line  believes  that  today's  market  is 
more  deeply  undervalued  than  at  any  time 
since  1949.  (The  Value  Line  Average  of  more 
than  1500  stocks  is  at  its  lowest  point  ever 
since  its  establishment  in  1961.) 


When  a  major  market  recovery  really  takes 
hold,  it  is  likely  to  move  with  considerable 
speed.  Now,  we  believe,  is  the  time  to  get  ready. 
To  help  you  do  so,  we  invite  you  to  accept  the 
following  special  offer: 

Special  $29  Offer. 

You  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  13  weeks 
for  only  $29.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including. . . 

EVERY  WEEK  a  new  SUMMARY  OF  ADVICES 
(24  pages)  .  .  .  showing  the  current  ratings  of 
more  than  1500  stocks  for  future  relative  Price 
Performance  and  Safety — together  with  their 
Estimated  Yields  and  the  latest  earnings,  divi- 
dends and  P/Edata. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
•action  (144  pages) . . .  with  full-page  analyses 
of  about  120  stocks,  including  key  operating 
and  financial  statistics  going  back  10  years, 
plus  estimates  3-to-5  years  ahead.  During  the 
course  of  every  13  weeks,  new  full-page  reports 
like  this  are  issued  on  every  one  of  the  more 
than  1500  stocks  under  regular  review. 

EVERY  WEEK  a  new  SELECTION  &  OPINION 
section  (4  pages) . . .  with  a  detailed  analysis  of 
an  Especially  Recommended  Stock — plus  a 
wealth  of  investment  background  including  the 
Value  Line  Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  .  .  .  Value  Line's  complete 
1800-page  Investors  Reference  Service  (sold 
separately  for  $35),  with  our  latest  full-page 
reports  on  all  stocks  under  review — fully  in- 
dexed for  your  immediate  reference.  This  two- 
volume  bonus  will  be  shipped  to  you  by  special 
handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


The  Value  Line  Investment  Survey  xSa^ 

ARNOLD  BERNHARD  &  CO..INC.  •  5  EAST  44TH  ST,  NEW  YORK,  NY.  10017      '  \/ 
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D  Begin  my  13-week  trill  subscription  to  The  Value  Line  Invest 
ment  Survey  at  the  special  money-saving  rate  of  just  $29.  As 
a  bonus  at  no  extra  cost,  I  will  also  receive  The  Investors  Ref- 
erence Service.  I  have  enclosed  my  $29  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only 
once  to  any  household. 

D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  In- 
vestors Reference  Service  for  $224 

□  Payment  enclosed      D  Bill  me  for  $224 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 


J-16L15 


NAME 

IPIEASE  PRINT) 


ADDRESS 


CITY 


STATE 


ZIP 
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could  not  be  reproduced  for  the 
amounts  at  which  property  is  carried 
on  the  balance  sheet.  In  looking  at 
book  value,  of  course,  it  is  well  to 
look  at  the  details  of  the  balance  sheet 
and  try  to  determine  whether  carry- 
ing values  are  real. 

It  is  important  to  avoid  thinking 
that  the  next  ten  years  will  be  like  the 
last  ten.  The  vogues,  attitudes  and 
environments  in  the  years  1975-84 
will  be  far  different  from  those  of 
1965-74.  The  word  "growth,"  so  over- 
done in  the  past  decade,  surely  will 
not  be  so  prominent  in  investor  think- 
ing; income  almost  surely  will  be 
more  important. 

Investments  With  Speculative  Value 

One  shrewd  writer  observed  that 
there  are  two  broad  types  of  common 
stock,  the  investments  and  the  specu- 
lations. The  speculations,  he  con- 
tends, never  have  an  investment  value; 
but  the  investments,  in  addition  to 
their  investment  value,  often  have  a 
speculative  value.  He  advocates  buy- 
ing only  the  investments,  and  buying 
them  only  when  they  are  25%  to  50% 
below  what  you  figure  as  ten-year 
average  value.  Then  he  would  sell 
them  at  25%  to  50%  above  average 
value  rather  than  attempt  to  share  in 
the  speculative  value  above  that  level. 
As  far  as  the  speculations  are  con- 
cerned, he  knows  of  no  scientific  way 
of  valuing  speculative  stocks  or  of 
measuring  their  probable  price  swings. 
He  thinks  there  is  a  strong  element 
of  gambling  in  noninvestment  stocks. 

I  suppose  that,  at  this  point  in  the 
cycle,  there  is  real  investment  value 
in  such  stocks  as  General  Electric 
(31),  General  Motors  (35),  Com- 
monwealth Edison  (20),  Exxon  (59), 
Sears,  Roebuck  (52),  Union  Pacific 
(57),  General  Foods  (17),  Warner- 
Lambert  (19)  and  Procter  <b  Gamble 
(73).  While  such  stocks  are  way 
down  in  price,  they  surely  do  not 
look  as  cheap  as  the  fire-sale  specula- 
tions. Actually,  some  of  the  specula- 
tions will  outperform  the  investments 
—if  you  are  lucky  enough  to  pick  the 
right  ones.  The  chances  are,  however, 
that  an  investment  in  any  five  of  the 
stocks  just  mentioned  will  outperform 
a  commitment  of  the  same  amount 
of  money  scattered  over  10  or  15 
seemingly  attractive  speculations. 

At  any  rate,  the  only  way  to  proa 
pect  sensibly  in  the  low-priced  bai 
gain    area    is    to   buy   a   package   of 
speculative  stocks  rather  than  to  buy 
only  two  or  three.   The  mix  of  tlir 
package  should  cover  several   Indus 
tries.  Often  the  best  values  are  in  lit 
tie  known  stocks  rather  than  in  tin- 
bigger  names.  I  would  avoid  most  <>! 
the   fallen   angels   in   the   high   tech 
nology  class.  ■ 
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Is  having  your  own  $14.50  year's  subscription 
to  Business  Week  worth  the  cost? 


Ask  the  man 
you  work  for. 


Moving  up  in  the  executive  world  from  a  yearly 
salary  in  the  teens  to  one  in  the  20s  or  30's  or 
more  isn't  just  a  matter  of  "getting  the  breaks." 
An  important  assist,  as  top  executives  know,  is 
having  your  own  personal  source  of  the  business 
news  and  information  you  need— in  compact,  easy- 
to-read  form,  fresh  each  week  while  it's  still  news. 

That's  why  more  than  725,000  executives  in 
business  and  industry,  have  subscriptions  of  their 
own  to  Business  Week— and  they're  paying  $14.50 
a  year  for  it. 

That  breaks  down  to  less  than  29#  a  week,  in 
return  for  which  you  can  stay  on  top  of . . . 

ALL  THIS  VITAL  DATA 

Business  news  that's  national  and  international, 
gathered  by  the  world's  largest  business  pub- 
lisher, McGraw-Hill . . . 

.  News  on  marketing,  finance,  the  economy, 
labor,  new  technology  and  design,  government, 
the  executive  suite,  the  stock  and  commodities 
markets,  transportation,  corporations  and  con- 
glomerates, business  leaders  . . . 

.  Plus  a  thumbnail  Business  Outlook  each  week, 
the  unique  Business  Week  Index,  Personal  Busi- 
ness information  and  counsel,  and  much  more. 

SAVE  TIME,  SAVE  MONEY 

As  you  can  see,  Business  Week  can  save  you  the 
time  you'd  otherwise  have  to  spend  wading 
through  a  flood  of  bulky  newspapers,  specialized 
reports,  and  lightweight  newsletters  coming  at 
you  from  every  direction.  And  your  value  as  an 
executive  depends  upon  your  getting  the  most 
accomplished  in  the  limited  hours  avoilable  to 
you  each  week. 

With  BusinessWeek, you  can  also  save  money 
on  the  cost  of  all  those  time-consuming  news- 
papers, reports,  and  newsletters.  What  is  more, 
having  your  owrv  subscription  to  Business  Week 
further  entitles  you  to  another  immediate  "divi- 
dend ".  . . 

FREE  EXECUTIVE  PORTFOLIO 

Your  own  Executive  Portfolio  of  "Special  Reports 
on  Major  Business  Problems,"  prepared  by  the 
Editors  of  Business  Week.  Twelve  reports  includ- 
ing three  which  won  business  journalism's  highest 
awards  for  excellence.  Your  portfolio  with  your 
name  stamped  in  gold  on  the  cover— free  when 
you  subscribe  to  Business  Week. 

Right  now,  send  for  your  free  portfolio  and  a 
subscription  to  Business  Week.  Complete  coupon, 
tear  it  out  and  drop  it  in  the  mail.  Send  no  r.oney 
—we'll  bill  you  later. 


Send  no  money  now. 
Mail  coupon 
for  your  subscription 
plus  your  free 
Executive  Portfolio. 


If  coupon  below  is  missing,  please  send  us  your  name,  title,  company,  address,  whom  to  bill 
(you  or  company).  Business  Week,  1221  Avenue  of  the  Americas,  N.Y.C.,  N.Y.  10020. 


PLEASE  PRINT  NAME  AS  IT  SHOULD  APPEAR, 
IN  GOLD.  YOUR  PORTFOLIO  WILL  BE  SENT 
PROMPTLY  ON  RECEIPT  OF  ORDER. 


Business  Week 

Michael  Baron,  Circulation  Director 
McGraw-Hill  World  Headquarters 
1221  Avenue  of  the  Americas 
New  York,  New  York  10020 

Please  send  me  my  copy  of  the  new  Executive  Portfolio  of  Special  Reports  on 
Major  Business  Problems  as  a  bonus  gift  with  my  one  year  subscription  to  Business 
Week  for  $14.50  D  Payment  Enclosed  □  Bill  Me  □  Bill  Company 
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Stock  Comments 


Economic  Warfare 


By  Heinz  H.  Biel 


It  is  nearly  a  year  ago  that  the  oil 
producing  countries  of  the  Mideast 
imposed  on  the  Western  world  and 
Japan  the  most  outrageous  abuse  of 
monopolistic  power.  Nothing  like  it 
had  ever  happened  before.  Being 
caught  with  our  pants  down,  or  our 
fuel  tanks  half  empty,  we  were 
stunned,  seemingly  helpless,  and  all 
affected  countries  acted  like  sheep 
being  led  to  the  slaughterhouse. 

By  placing  an  embargo  on  the  ex- 
port of  oil,  the  Arab  countries  de- 
clared economic  warfare  against  the 
United  States,  as  well  as  against  Hol- 
land, which,  alone  among  the  coun- 
tries of  Europe,  had  dared  to  show 
sympathy  for  Israel.  We  may  have 
flirted  with  the  thought  of  sending  in 
the  Marines.  But  we  didn't.  We  sub- 
mitted. Perhaps  we  had  no  choice. 
The  era  of  gunboat  diplomacy  ended 
long  ago. 

The  economic  consequences  of  this 
blackmail— and  they  were  predicted 
with  great  accuracy  last  fall— have 
now  become  glaringly  apparent.  Some 
countries  are  on  the  verge  of  going 
broke,  and  the  entire  world  is  facing 
economic  disaster  just  because  some 
countries  are  trying  to  overcome  their 
inferiority  complexes  by  using  their 
oil  (which  they  themselves  never 
found,  developed  or  were  able  to 
market)  as  a  weapon,  one  as  fiendish 
as  an  atom  bomb. 

By  quadrupling  the  price  of  oil, 
the  Organization  of  Petroleum  Export- 
ing Countries  (OPEC),  the  most  ruth- 
less cartel  the  world  has  ever  seen, 
will  this  year  alone  accumulate  some 
$75  billion.  The  World  Bank  esti- 
mates that  within  five  years  OPEC 
will  have  extracted  something  like 
$650  billion  from  the  oil-consuming 
countries,  and  that  figure  will  rise  to 
$1.2  trillion  by  1985.  There  just  isn't 
that  much  money  around— anywhere. 

Bight  now  the  world's  bankers  are 
busy  trying  to  "recycle"  all  that  dough. 
For  a  while  this  may  seem  to  work. 
But  don't  we  realize  that  we  are 
building  up  a  debt  of  incredible  size 
that  we  owe  to  the  OPEC  countries? 

The  Arab  countries,  with  little  Lib- 
ya in  the  forefront,  have  not  been  shy 
about  expropriating  foreign  oil  corn- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


panies.  They,  in  turn,  had  neither 
the  will  nor  the  power  to  resist,  lack- 
ing the  support  of  their  own  govern- 
ments. Furthermore,  the  oil  companies 
make  their  profit  not  by  owning  the 
oil,  but  by  controlling  its  flow  and 
by  refining  and  marketing  it.  There 
will  come  a  time,  hopefully  sooner 
than  later,  when  we  and  all  the  other 
affected  countries  will  join  forces 
against  our  tormentors  and  block  and 
"nationalize"  their  assets  in  the  U.S., 
Germany,  Japan,  Great  Britain  and 
France.  This  will  be  a  war  that  won't 
be  fought  with  bombs  or  bullets. 

Alas,  we  are  helpless.  You  can't 
act  tough  without  having  some  mus- 
cle. President  Nixon's  Project  Inde- 
pendence was  meant  to  be  a  step  in 
the  right  direction,  but,  somehow,  it 
seems  to  have  run  into  roadblocks 
put  up  by  bureaucrats,  politicians, 
ecologists,  "special  interests"  and  God 
knows  whom  else.  We  have  done 
nothing  about  multiplying  the  output 
of  coal,  our  almost  unlimited  source  of 
energy.  How  can  this  industry,  by 
itself,  invest  zillions  of  dollars  in  the 
opening  of  new  mines,  when  there  is 
no  assurance  whatsoever  of  a  mini- 
mum  price  floor?  The  cattle  raisers 
and  the  farmers  get  the  ear  of  Con- 
gress. But  coal?  It  still  seems  to  be 
regarded  as  a  dirty  commodity  that 
kills  miners,  destroys  the  landscape 
and  pollutes  the  air. 

Some  of  the  money  now  being  spent 
by  NASA  might  well  be  used  for  re- 
search in  the  gasification  and  lique- 
faction of  coal.  We  cannot  afford  to 
waste  time.  We  must  recognize  vital 
priorities.  Investors  should  not  over- 
look the  long-range  potentials  of  such 
coal  stocks  as  Pittston,  Kennecott  (its 
Peabody  Coal  subsidiary  is  the  largest 
coal  producer  in  the  U.S.)  or  Eastern 
Gas  &  Fuel. 

I  wonder  whether  our  present  two- 
tier  pricing  of  domestic  crude  oil 
stimulates  or  retards  the  total  pro- 
duction of  oil.  It  would  seem  only 
natural  for  anyone  to  keep  the  "old" 
oil  in  the  ground,  waiting  for  a  bet- 
ter price,  and  to  concentrate  on  pump- 
ing all  the  "new"  oil  one  can  find.  As 
far  as  this  country  is  concerned,  oil 
is  oil.  If  "excess"  profits  should  result, 
there  are  well-known  ways  to  take 
care  of  that  difficulty. 


Despite  the  flak  the  oil  companies 
are  getting  from  all  sides,  I  consider 
the  stocks  of  this  industry  underval- 
ued, not  only  absolutely,  but  also  rel- 
ative to  the  general  market.  Earnings 
in  1975  may  well  be  lower,  but  pres- 
ent P/Es  of  as  low  as  2.2  (Boyal 
Dutch)  would  seem  to  make  ample 
allowance  for  that.  Current  dividend 
yields  are  high  and  reasonably  secure. 

Perhaps  we  should  seriously  con- 
sider a  stiff  surtax  on  gasoline,  10 
cents  a  gallon  or  so.  Wage  earners 
below  a  certain  income  level  who 
must  drive  to  work  should  be  allowed 
a  refund  in  their  tax  returns.  If  we 
don't  get  tough,  we'll  never  have 
enough  muscle  to  tell  the  Arabs  where 
they  can  go. 

Lately  the  Fed  has  been  easing  the 
pressure  on  the  credit  brake  a  bit, 
and  some  major  banks  have  already 
lowered  their  prime  lending  rate.  As 
a  Wall  Streeter,  I  welcome  this.  As 
an  economist,  I  question  the  wisdom 
of  any  easing  of  credit  at  this  stage; 
it's  premature. 

Sell  The  Cats  And  Dogs 

The  stock  markets,  both  here  and 
abroad,  are  reflecting  the  growing 
concern  over  economic  problems. 
Quite  possibly  these  anxieties  are  ex- 
aggerated. Prices  of  many  stocks  may 
be  discounting  conditions  far  worse 
than  anything  that  is  likely  to  hap- 
pen. But  there  is  no  way  to  argue 
with  emotions,  and  it  is  emotions 
rather  than  cool  rationality  that  dom- 
inate the  stock  markets  of  the  world 
at  this  time. 

As  we  approach  the  cud  of  the 
year,  brokers  start  calling  up  their 
customers  to  suggest  tax-loss  switches. 
Unfortunately,  all  too  many  investors 
already  have  tax-loss  carryovers  dat- 
ing back  to  the  1970  debacle,  and 
the  last  thing  they  need  is  more  tax 
losses.  And  frustration  and  disgust 
with  stock  market  experience  in  recent 
years  has  reached  a  stage  where  most 
would  rather  not  look  at  holdings  at 
all.  This  is  understandable,  but  stick- 
ing your  head  into  the  sand  is  not  go- 
ing to  make  it  any  better. 

When  stocks  have  fallen  to  \ 
low  prices,  to  5  or  less,  many  peoj 
are  inclined  to  throw  in  the  towel  and 
try  to  forget  the  whole  thing.  They 
think  it's  no  longer  worthwhile  to  sell 
such  stocks  for  a  few  hundred  dol- 
lars. Some  stocks  that  are  in  this  low 
price  category  are  probably  beyond 
redemption.  Many  others,  however, 
are  in  no  danger  of  going  belly  up. 
Get  out  of  the  hopeless  "cats  ami 
dogs,"  and  salvage  whatever  is  lelt. 
Look  for  those  companies  which  aie 
not  in  debt  up  to  their  eyeballs. 
There  are  many  good  ones  that  will 
come  back  eventually.  ■ 
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Technician's  Perspective 

That  Old-Time  Religion 


One  of  the  problems  with  this  bear 
market  is  not  just  that  it  has  turned 
out  to  be  one  of  the  greatest  in  history 
but  that,  in  many  ways,  it  is  without 
precedent.  For  a  majority  of  common 
stocks  it  dates  from  highs  posted  some 
six  years  ago.  In  this  sense,  it  may 
not  be  the  longest  bear  market  of  all 
time,  though  it  certainly  is  the  longest 
seen  so  far  in  this  century.  But  what 
makes  it  unique  is  that  in  its  more 
recent  stage  it  was  dominated  not  by 
panicky,  across-the-board  "public" 
selling  but  by  persistent  liquidation 
of  a  few  dozen  major  stocks,  presum- 
ably emanating  from  professionally 
managed  institutional  portfolios.  It 
may  be  possible  to  find  counterparts 
for  such  selling  in  the  latter  phases  of 
past  bear  markets,  but  it  strikes  me 
as  extremely  doubtful  that  there  is  a 
precedent  for  the  narrow  focus  of  pro- 
fessional investment  preferences  while 
an  overwhelming  number  of  stocks, 
neglected  by  institutions  and  public 
alike,  were  trading  desultorily  at  ga- 
rage-sale prices. 

Under  these  circumstances,  it  may 
be  necessary  to  wonder  whether  this 
bear  market  will  end  with  all  those 
"signals"  flashing  that  made  past  bear- 
market  lows,  and  especially  the  1970 
low,  pretty  clearly  recognizable  for 
the  technically  oriented  analyst.  A  lot 
of  these  bottom  symptoms  were  visible 
last  month,  but  some  others  were  con- 
spicuously missing.  Notable  among  the 
latter  was  evidence  of  widespread  in- 
discriminate selling  in  rising  volume, 
accompanied  by  heavy  odd-lot  short 
selling  as  small  traders  try  to  cash  in 
on  the  collapse. 

Waiting  FoKThe  Low 

In  the  absence  of  such  a  sweeping 
tidal  wave  of  selling,  most  analysts 
understandably  felt  unable  or  unwill- 
ing to  diagnose  a  final  bear-market 
low  when  the  Dow  approached  the 
600  level  last  month.  Some  of  them 
were  ready  to,  concede  the  possibility 
of  a  significant  intermediate-trend  re- 
covery, conceivably  into  the  700s  of 
the  Dow,  but  even  these  thought  it 
was  necessary  to  allow  for  yet  another 
down-leg,  to  new  bear-market  lows 
perhaps  in  the  mid-500s.  Other  ana- 
Mr.  Schulz  is  a  senior  vice  president  of  the  NYSE 
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By  John  W.  Schulz 

lysts  warned  that,  in  time,  the  bear 
market  might  test  the  Dow's  1957 
low  near  425,  or  even  its  1929  high 
near  385. 

Almost  all,  in  other  words,  thought 
the  recovery  from  the  mid-September 
low  was  likely  to  be  just  one  more  of 
those  "bear-market  rallies"— about  the 
twelfth,  by  a  conservative  count,  since 
mid-March  alone— which  are  good  only 
for  selling,  not  for  buying.  Almost 
everyone  seemed  to  be  waiting  for 
that  long-elusive,  presumably  final, 
all-embracing  selling  climax  to  "sig- 
nal" the  bear  market's  ultimate  low. 

But  in  a  stock  market  that  featured 
liquidation  of  stocks  held  predominant- 
ly by  institutional  investors,  and  on 
which  the  public  had  long  ago  turned 
its  back,  could  such  a  general  panic 
still  be  reasonably  expected?  It's  im- 
possible to  answer  with  an  unequivo- 
cal no,  but  I  think  one  should  no  longer 
rigidly  insist  on  wanting  to  see  it  ma- 
terialize before  declaring  the  bear 
market  dead  and  buried.  Of  course, 
the  alternative  approach  to  the  prob- 
lem is  decidedly  uncomfortable:  the 
"contrary  opinion"  tack,  which  clings 
to  the  age-old  experience  that  unani- 
mous views  tend  to  be  mistaken  and, 
especially  in  the  stock  market,  to  frus- 
trate themselves.  From  this  viewpoint, 
as  the  number  of  "bear  market  rallies" 
increased,  so  did  the  likelihood  that 
one  of  them  would  be  something  else, 
namely,  the  rally  which  ends  the  bear 
market.  More  generally  speaking,  it 
has  often  been  true  that  stock  market 
trends,  whether  up  or  down,  and  es- 
pecially very  extended  ones,  reverse 
without  living  up  to  all  the  expecta- 
tions of  those  who  are  most  com- 
mitted to  them. 

If  it  has  become  necessary  to  ques- 
tion whether  this  bear  market  can 
end  in  traditional  style,  it  may  also  be 
well  to  assume  that  the  sequel  to  it 
could  be  quite  unorthodox,  at  least 
by  the  standards  to  which  we  have 
become  accustomed  in  the  past  dec- 
ade or  two.  Prospects  still  look  pretty 
hazy  to  me.  Not  that  I  can't  envisage 
substantial  percentage  scope  for  price 
improvement;  no  extravagant  imagi- 
nation is  needed  to  project  that,  nor 
any  vast  deployment  of  buying  pow- 
er to  implement  it,  from  these  deeplv 
depressed  price  levels.  But  when  it's 


finally  clear  that  the  bear  market  is 
over,  I  suspect  the  ballgame  will  not 
only  be  new  but  radically  different, 
and  a  lot  of  the  rules  for  it  may  be  a 
long  time  in  the  writing. 

I'm  not  so  much  concerned  over 
the  fact  that  confidence  in  equity  in- 
vestments has  been  gravely  impaired. 
That's  happened  more  than  once  be- 
fore, and  it's  likely  again  to  present 
numerous  profitable  opportunities.  But 
it  seems  quite  clear  that  investment 
concepts  that  came  to  be  almost  uni- 
versally accepted  over  the  past  20 
years  or  so  have  been  all  but  de- 
molished, and  a  new  orthodoxy  is  un- 
likely to  emerge  in  a  hurry.  True,  in- 
stitutional investors  are  pretty  certain 
to  keep  setting  the  pace  and  the  style, 
if  only  because  they  are  likely  to  keep 
commanding  the  largest  pool  of  ex- 
panding investible  funds.  But  the  pace 
may  be  slow,  partly  because  it  will 
take  time  for  a  new  style  to  jell. 

Back  To  Tangible  Value 

It  seems  reasonable  to  assume  that 
when  this  bear  market  is  all  over,  in- 
stitutions will  still  find  themselves 
holding  big  gobs  of  the  major  growth 
stocks  but  reluctant  to  keep  adding  to 
them  in  the  hope  of  future  price  gains 
at  the  expense  of  current  investment 
income,  as  the  growth-investment  wis- 
dom so  religiously  propounded  by 
modern  institutional  portfolio  man- 
agers has  demanded.  So  the  quest 
seems  likely  to  veer  sharply  toward 
more  bird-in-the-hand  rate  of  return 
from  dividends,  with  reduced  empha- 
sis on  long-term  price  appreciation. 
The  predictability  or  even  attainability 
of  appreciation  for  a  limited  number 
of  institutional  superfavorites  has 
come  to  look  most  questionable. 

If  so,  the  trend  of  investment  think- 
ing at  the  money  centers  will  be  to- 
ward an  old-time  sort  of  conservative 
religion  that  saw  virtue  in  broad  diver- 
sification, reliable  and  more  than 
nominal  dividend  income,  and  tangible 
underlying  value,  especially  when  ob- 
tainable at  knock-down  prices.  That 
may  mean  a  much  greater  workload 
for  portfolio  managers,  who've  had  it 
pretty  easy  in  recent  years.  It  may 
also  mean  that  a  lot  of  institutional 
analysts  will  have  to  relearn  some  old 
techniques. 

It  seems  pretty  clear  that  this  trend 
is  off  to  a  good  start.  For  example, 
there  has  been  a  distinct  revival  of 
interest  in  the  views  of  Benjamin  Gra- 
ham, who  "wrote  the  book"  on  value 
analysis  40  years  ago,  and  financial 
publications  have  taken  to  printing 
his  opinions  and  speeches.  Consider- 
ing how  many  good  values  must  be 
bobbing  around  in  the  bear  mar- 
ket's wake,  that  looks  like  a  timely 
and  welcome  change.  ■ 
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Wall  Street  View 


There's  Always 
The  Dart  Board 

By  Robert  Stovall 


Since  I  firmly  believe  that  this  bear 
market,  like  all  others  before  it,  will 
eventually  end,  I  spend  my  time  look- 
ing for  specific  ideas  for  eventual  if 
not  immediate  purchase.  I  leave  de- 
bates as  to  the  probability  of  the 
DJI  and  the  price  of  gold  crossing 
each  other  at  500,  or  similarly  dra- 
matic exercises,  to  others. 

The  cost  of  money  has  been  a  mill- 
stone around  the  neck  of  every  stock 
group.  It  affected  the  great  growth 
stocks  lute.  This  should  not  surprise 
anybody  since  most  "two-tier"  type  is- 
sues are  traditional  bear  market  "tail- 
enders,"  as  are  gold  stocks.  I  used 
to  feel  that  the  growth  stocks  would 
be  the  first  to  respond  favorably  when 
money  rates  eased  and  psychology 
began  to  change.  Institutional  money 
managers  have  a  predilection  for 
growth  stocks,  as  this  is  the  area 
where  they  have  spent  most  of  their 
time.  There  is  also  a  good  argument 
that  professional  investors  will  fan  out 
their  buying  power  to  embrace  a 
much  larger  percentage  of  basic  in- 
dustries. Investment  areas  involved  in 
the  supply  of  food,  fuel,  basic  ma- 
terials and  even  capital  seemed  to 
have  better  supply /  demand  potentials 
for  the  future  than  the  international 
consumer  markets  in  which  so  many 
of  the  growth  companies  operate. 

The  longer  the  market  stumbles 
and  the  more  often  it  falls,  the  less 
meaningful  this  debate  seems  in  my 
own  mind.  When,  as  will  happen,  a 
primary  uptrend  begins,  I  feel  a  dart- 
board  technique  might  be  just  as  use- 
ful as  the  most  sophisticated  type  of 
group  stock  analysis.  In  other  columns, 
I  have  tried  to  underscore  post- 1968 
historical  distortions  by  listing  stocks 
whose  dividend  yields  exceed  their 
price/ earnings  ratios  or  which  sell  for 
less  than  their  net  quick  assets.  So 
many  statistical  freaks  exist  that  a 
random  selection  might  be  just  as 
good  as  any  when  the  time  comes. 
But  I  have  to  give  the  dart  thrower  a 
little  nudge,  else  there  wouldn't  be 
any  reason  for  these  columns. 

Benefiting  from  the  recent  growth 
in  the  home  sewing  industry  as  in- 
flationary pressures  continue  to  push 
the    cost    of    ready-to-wear    apparel 
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higher,  House  of  Fabrics  (4%,  1969 
high  29%)  showed  sales  and  earnings 
per  share  gains  of  30%  and  28%,  re- 
spectively, in  the  latest  six  months. 
Operator  of  an  expanding  chain,  of 
specialized  retail  fabric  stores,  House 
of  Fabrics  is  the  largest  independent 
factor  in  an  industry  having  an  8%  to 
10%  growth  rate.  In  the  January 
1975  fiscal  year,  sales  will  probably 
exceed  $100  million  for  the  first  time, 
earnings  per  share  may  hit  a  record 
85  cents.  A  5-cent  quarterly  dividend 
was  inaugurated  last  month.  The  com- 
pany's 1969-73  compound  annual 
growth  rate  in  earnings  per  share  is 
27%,  a  shade  above  its  25%  growth 
rate  in  annual  sales. 

The  Do-lt-Yourself  Market 

The  stagnation  in  new  home  build- 
ing due  to  the  unavailability  of  mort- 
gage money  and  to  inflation  has  not 
diminished  the  momentum  of  compa- 
nies supplying  home  improvement 
and  do-it-yourself  markets.  Culligan 
International  (6,  1969  high  26%); 
Easco  (8,  1969  high  27X);  and 
Scotty's  (5,  1969  high  39£)  all  serve 
various  segments  of  this  market.  Cul- 
ligan (5-year  compound  growth  rate 
in  earnings  per  share  and  sales,  22.5% 
and  12.9%,  respectively)  had  another 
record  fiscal  year  as  of  Apr.  30,  1974 
treating  and  conditioning  water  for 
residential,  commercial,  industrial  and 
institutional  uses  in  91  countries;  earn- 
ings were  a  record  $1.22  per  share 
on  almost  $75  million  in  volume,  well 
covering  the  40-cent  dividend. 

Easco  (compound  annual  5- year 
growth  rate  in  earnings  per  share  and 
sales,  20.4%  and  13.2%,  respectively) 
is  a  leading  manufacturer  of  hand 
tools  and  diversified  products,  and  is 
among  the  top  engineering  services. 
The  company  spun  off  its  more  cyclic 
steel  business  in  1972  so  that  it  could 
concentrate  on  less  volatile  areas,  par- 
ticularly its  $1.6-billion  hand-tool 
market.  For  the  first  six  months  of 
1974,  sales  rose  22.4%  and  earnings 
grew  by  more  than  65%.  Based  on 
these  results,  Easco's  1974  earnings 
should  come  in  at  around  $2.70  a 
share,  vs.  $2.08  in  1973. 

Scotty's  (compound  5-year  annual 
growth  rate  in  earnings  per  share  and 
sates,  35%  and  48.5%,  respectively)  op- 


erates a  chain  of  over  50  building- 
supply  stores  and  four  Scotty's  Sur- 
plus Outlets  located  throughout  Flori- 
da, serving  the  do-it-yourself  market 
in  home  repairs.  Profit  margins  have 
been  under  pressure  in  recent  quar- 
ters, but  Scotty's  was  able  to  report 
record  earnings  of  $1  per  share  for 
the  year  ended  June  30,  and  will  prob- 
ably show  another  increase,  to  around 
$1.15,  in  the  current  fiscal  year.  The 
annual  dividend  is  10  cents. 

Zero  population  growth  has  al- 
ready had  its  effect  on  the  number  of 
students  coming  into  the  school 
system.  Educational  budgets  have  not 
been  reduced  in  keeping  with  the  de- 
cline of  student  numbers,  which  may 
partially  explain  the  surprising  pros- 
perity of  Norlin  Corp.  ( 15,  1969  high 
35),  the  leading  musical  instrument 
company  in  the  U.S.  Representing 
12%  to  15%  of  its  industry,  Norlin  is 
chalking  up  record  sales  of  its  Lowrey 
organs,  Gibson  guitars,  and  other 
band  and  electronic  instruments. 

Instead  of  a  shrinkage  in  volume 
and  profits  in  keeping  with  retrench- 
ing consumer  attitudes,  the  opposite 
trend  is  in  force  for  Norlin.  Net  this 
year  could  reach  $5  per  share,  up 
from  $4.09  in  1973,  showing  that  just 
about  everybody  would  like  to  play  a 
musical  instrument,  even  when  they're 
worried.  The  company's  compound 
annual  growth  rate  in  earnings  per 
share  is  25%  in  the  1972-74  period  vs. 
a  5.1%  growth  rate  over  the  1969-73 
period.  Compound  sales  growth  over 
the  last  five  years  has  been  41%.  In 
the  July  quarter,  worldwide  shipments 
of  musical  instruments  were  up  49%. 
The  current  dividend  is  $1.25. 

Despite  shrinking  consumer  con- 
fidence, rising  unemployment,  and 
rocketing  inflation,  expenditures  for 
leisure-time  activities  continue  to  rise, 
as  they  have  in  each  year  of  the  last 
25.  Medalist  Industries  (7,  1969  high 
22)  makes  a  broad  line  of  sports 
clothing  and  equipment.  Since  it  was 
formed  over  20  years  ago,  sales  have 
grown  to  $85  million  and  earnings  to 
$3.2  million.  Dividends  have  been  in- 
creased nine  times  in  the  past  eight 
years,  to  a  current  40-eent  annual 
rate.  Its  5-year  compound  animal 
growth  rates  in  earnings  per  share  and 
sales  are  14.6%  and  23.5%,  respectively. 

This  mixed  bag  of  stocks  has  se\ 
eral     things     in     common— superior 
growth  rates,  forward  momentum,  ris- 
ing trend  of  cash  dividends  and  severe 
ly  depressed  evalu.it inns.   All  are  es 
change-listed  stocks.  The)    ma)    sta\ 
depressed  for  a  while  longer,  but  keep 
them  in  mind,  because  the\    aie  the 
kind  of  equities  that  could  gi\e  \ei\ 
gratifying    percentage    increase    pel 
formances  should  a  dart  board   mar* 
ket  become  a  reality.  ■ 
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Dedicated  or  driven? 


Ambition.  How  well  do  we 
understand  it? 

Is  he  experiencing  a  healthy  drive 
to  excel  or  is  he  really  a  workaholic? 
Does  his  restless  activity  actually 
drain  others?  Is  he  trying  to  prove 
himself  to  the  boss— or  himself?  Is 
there  a  way  you  could  re-motivate 
him,  re-focus  his  energies? 

Everybody  has  his  own  idea  about 
what  makes  Sammy  (or  Samantha) 
run,  because  everybody  knows  one— 
at  the  office,  on  a  committee,  in 
the  neighborhood. 

That  kind  of  behavior  can  be  a 
frustration  for  those  around  the  24- 
hour  striver,  or  a  nucleus  around 
which  others  can  cluster  their  efforts. 
To  shed  new  light  on  the  Sammys  and 
Samanthas  is  one  goal  of  skilled, 
seasoned  experts,  at  work  today, 
interviewing  at  offices,  factories 
and  homes,  studying,  thinking— 
discovering. 

Our  goal  is  to  share  whatever  they 
uncover,  presenting  it  in  full  to  those 
who  want  to  know  what  such  findings 
mean.  And  the  only  way  to  make 
these  findings  meaningful  is  to  let 
these  experts  speak  for  themselves— 
at  length  if  appropriate  and  certainly 
in  depth.  Quick  glosses  or  snappy 
summaries  do  justice  to  neither  the 
subject  nor  the  authority  who  under- 
stands it.  That's  why  we  let  the  person 
who  has  found  answers,  give  the 
answers.  That's  also  why  PSYCHOLOGY 
TODAY  isn't  always  easy  to  read. 
But  it's  just  this  kind  of  reading 
that  attracts  4'/2  million  men  and  women  e\  ?ry  month— 
people  who  want  to  understand  themselves,  their  families, 
their  friends,  their  business  associates— today's  world. 
People  who  look  beyond  the  who  and  the  what  of  current 
events  and  want  to  know  the  why  of  the  human  condition- 
even  if  the  answers  sometimes  are  tough  to  accept. 

Not  surprisingly,  most  of  them  are  among  the  bright 
and  quick  under-35  group.  They're  better  educated,  in 
better  jobs,  with  better  incomes.  Inquisitive,  acquisitive. 

psychology  today 

The  human  experience—  and  the  why  behind  it. 
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Overseas  Commentary 

The  Case  For  A 
Diversified  Portfolio 

By  Walter  Oechsle 


For  some  time  this  column  has  been 
extolling  the  virtues  of  investing  in- 
ternationally. A  quick  glance  at  what 
the  major  market  indices  around  the 
world  have  been  doing  during  the 
past  few  years  seems  to  throw  con- 
siderable doubt  on  this  approach.  Ac- 
cording to  Capital  International  Per- 
spective, a  Geneva-based  internation- 
al research  organization,  as  of  the  end 
of  August  the  major  world  markets 
were  selling  at  the  following  discounts 
from  their  1970-74  highs: 

Australia  —46.8%  Hong  Kong —84.6% 

France  —49.0%  Japan  —41.4% 

Germany  —29.2%  Singapore    —70.8% 

Great  Brit.  —64.4%  Switzerl'd    —38.0% 

Holland  —38.0%  U.  S.  —42.4% 

Given  this  disastrous  performance, 
it  may  be  somewhat  late,  but  never- 
theless necessary,  to  ask  the  question 
of  whether  equity  investment  any- 
where makes  sense  any  longer.  More- 
over, considering  the  apparently  out- 
standing values  available  in  the  U.S. 
market,  why  should  one  bother  to 
look  abroad  at  all? 

This  latter  question  seems  very  ap- 
propriate given  the  fact  that  most 
foreign  countries  are  facing  problems 
at  least  as  severe  as  the  U.S.  Even 
though  the  merit  of  international  di- 
versification might  be  questioned  in 
view  of  the  declines  of  practically  all 
stock  markets,  I  continue  to  maintain 
that  it  is  indeed  eminently  sound. 
For  instance,  the  inclusion  of  South 
African  gold  shares  in  any  portfolio 
over  the  past  few  years  would  have 
improved  performance  significantly, 
since  gold  shares,  while  having  de- 
clined in  recent  months,  are  still  sell- 
ing at  several  times  their  prices  of  a 
few  years  ago.  Furthermore,  the  ar- 
gument that  U.S.  valuations  are  so  low 
that  it  no  longer  makes  sense  to  look 
abroad  is  no  more  valid  than  a  simi- 
lar argument  that  one  should  only 
hold  U.S.  stocks  selling  at  4  times 
earnings  or  less. 

Another  consideration  is  the  fact 
that  valuations  currently  prevailing 
abroad  are  considerably  lower,  in  a 
number  of  instances,  than  those  in 
the  U.S.  Again,  data  prepared  by 
Capital  International  Perspective  illus- 
trates the  point.  There  is,  of  course, 

Mr.     Oechsle     is     associated     with     Putnam     Man- 
agement,   Boston,    Mass. 


some  question  as  to  the  comparabili- 
ty of  earnings  data  among  different 
countries,  the  reason  being  different 
accounting  standards.  For  that  rea- 
son, it  seems  more  appropriate  to  use 
cash  earnings,  meaning  earnings  plus 
depreciation,  in  comparing  the  valua- 
tions of  companies  and  entire  mar- 
kets across  national  boundaries. 


Australia 

France 

Germany 

Great  Britain 

Holland 

Hong  Kong 

Japan 

Singapore 

Switzerland 

United  States 


P/CE  Ratio 

(weighted  avg.)  Yield 

4.5  7.1% 

2.4  6.5 

3.2  4.8 

2.7  8.5 

2.0  7.9 
7.7  6.2 
5.2  2.8 

9.1  3.5 
NA  3.6 

5.2  5.1 


Assuming  that  international  diver- 
sification does  make  sense,  despite 
rather  meager  rewards  in  the  recent 
past,  important  questions  still  remain: 
what  markets  should  be  selected,  on 
what  basis,  and  what  weight  should 
be  given  to  different  markets.  Should 
one  emphasize  the  market  with  the 
lowest  price/  cash  earnings  ratio,  the 
market  that  has  taken  the  biggest 
drubbing,  or  the  market  that  has  held 
up  best?  Also,  to  what  extent  should 
political  considerations  enter  into  the 
equation?  In  other  words,  given  cur- 
rent worldwide  economic  uncertain- 
ties, and  particularly  the  impact  of 
the  high  price  of  oil,  what  should  an 
ideally  diversified  portfolio  look  like? 
Let  me  suggest  the  following  break- 
down: in  the  U.S.  25%;  Japan  20%; 
Germany  15%;  Great  Britain,  Holland 
and  gold  shares  each  10%;  Australia 
and  France  each  5%. 

I  have  repeatedly  advocated  long- 
term  investments  in  Japan,  in  Ger- 
many and  in  Holland.  My  recommen- 
dation of  a  relatively  high  concen- 
tration in  these  three  countries  is 
based  on  my  belief  that  these  econo- 
mies—being less  consumption-  and 
more  investment-oriented  than  that  of 
the  U.S.— are  structurally  sounder  and 
will  therefore  show  more  rapid 
growth  in  the  long  term  than  will  the 
United  States.  Moreover  the  political 
and  social  structures  are  more  apt  to 
prove  rewarding  for  shareholders 
than  in  most  other  countries. 

The    argument    for    investing    in 


Great  Britain  is  perhaps  more  emo- 
tional than  rational.  However,  a  de- 
cline of  more  than  two-thirds  in  the 
British  market  in  less  than  two  years 
appears  to  discount  its  economic  prob- 
lems, as  well  as  the  political  uncer- 
tainties, rather  fully.  Moreover,  there 
are  a  number  of  very  well  managed 
and  highly  successful  multinational 
companies  based  in  Great  Britain  that 
are  valued  at  very  substantial  dis- 
counts from  comparable  companies 
based  in  other  countries. 

Greatest  Potential 

The  performance  of  the  Australian 
market  (it  is  currently  selling  at  less 
than  half  its  1974  high)  has  been  par- 
ticularly disappointing  in  view  of  the 
country's  strong  position  in  raw  mate- 
rials and  relative  self-sufficiency  in 
energy.  Australia  appeared  ideally  po- 
sitioned earlier  this  year  to  escape  the 
negative  ramifications  of  the  energy 
crisis.  However,  a  strongly  antibusi- 
ness  government  and  a  very  rapid  rate 
of  inflation  have  combined  to  destroy 
confidence  in  Australian  equities. 
Nevertheless,  the  rebound  potential 
of  the  Australian  market  (especially 
if  there  should  be  a  change  in  gov- 
ernment, which  is  entirely  possible) 
is  perhaps  greatest  of  all. 

France,  under  a  new  government, 
appears  to  be  coming  to  grips  with 
her  economic  problems  in  sounder 
fashion  than  in  the  past.  While  the 
near-term  implications  of  the  new  pol- 
icies are  for  a  slowdown  in  the  eco- 
nomic growth  rate,  the  longer-term  re- 
sults should  prove  beneficial  for  both 
the  economy  and  the  stock  market. 

With  regard  to  South  African  gold 
shares,  I  have  once  again  upped  my 
target  to  10%.  I  have  repeatedly  ex- 
pressed the  opinion  that  the  current- 
ly high  price  of  oil  is  intolerable  for 
the  Western  world  and  that  a  drop  in 
the  price  of  oil  is  therefore  only  a 
question  of  time.  But  the  recent  "saber 
rattling"  by  President  Ford  and  Mr.  Kis- 
singer is  not  exactly  the  solution  I 
had  in  mind.  The  timing  of  a  price 
decline  is  more  apt  to  be  later  rather 
than  earlier.  I  assume  that  we  may 
be  seeing  any  number  of  financial 
and  political  crises  before  the  oil  prob- 
lem is  ultimately  solved.  In  such  an 
environment,  the  price  of  gold  and  of 
gold  shares  ought  to  thrive. 

Of  course,  you  cannot  invest  in 
stock  markets,  but  have  to  select  in- 
dividual securities.  In  all  of  the  mar- 
kets mentioned,  outstanding  individ- 
ual companies  with  very  good  pros- 
pects—all of  them  mentioned  in  this 
column  before— are  available.  In  my 
next  column  (Nov.  15),  I  will  discuss 
the  individual  stocks  which  I  feel  will 
give  the  best  representation  bo  thttM 
foreign  economies.   ■ 
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Readers  Say 
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scarce  resources.  If  they  are  scarce 
and  people  want  them,  the  price  goes 
out  of  sight,  and  they  are  removed 
from  immediate  use. 

—Raphael  G.  Kazmann 
Baton  Rouge,  La. 

Fuming 

Sir:  Being  a  Winston  smoker,  I 
personally  resent  your  opinion  in  "An 
Awful  Ad  &  An  Awfully  Good  Ad" 
(Fact  6-  Comment,  Sept.  15).  You 
have  lost  a  Forbes  reader,  and  hope- 
fully I  can  convince  other  people  to 
quit  reading  your  magazine. 

—Dean  Hill 
Lawrenceville,  Ga. 

Wrong  Year 

Sir:  You  refer  to  British  Airways 
as  running  up  huge  losses  but  pull- 
ing down  sizable  subsidies  ("Tour- 
ism: End  of  an  Era,"  Sept.  1).  Our 
fiscal  year  ended  March  31st  showed 
a  net  profit  of  $38.5  million.  British 
Airways  Chairman  David  Nicolson 
has  warned  of  a  possible  loss  this 
year  of  around  $30  million  to  $40 
million.  British  Airways  is  not  sub- 
sidized and  it  is  wholly  owned  by 
the  government. 

—Norman  C.  Lornte 

Public  Relations  Manager,  U.S. 

British  Airways 

New  York,  N.Y. 

MSF  Is  . . . 

Sir:  So  Forbes  wants  to  cut  gaso- 
line consumption  by  increasing  gas 
taxes  (Sept.  15).  Perhaps  we  should 
all  stop  eating  and  immediately 
curtail  all  danger  of  a  food  shortage 
now  or  anytime  in  the  future.  In  my 
opinion  MSF  is  a  complete  idiot.  Can- 
cel my  subscription. 

— Melvin  F.  Evans 
Chelsea,  Mass. 

Sir:  What  with  the  high  cost  of 
meat,  it  is  a  shame  that  MSF  could 
not  sacrifice  himself  for  national  con- 
sumption—he is  so  full  of  baloney. 

—Donald  Fraser 
Jopsfield,  Mass. 

Dear  Malcolm:  I  read  that  you 
are  contemplating  crossing  the  Atlan- 
tic in  one  of  those  balloons— I  believe 
they  call  it  a  gasbag.  Well,  you  had 
better  take  me  along.  My  political  op- 
position says  that  I  have  more  hot  air 
than  any  contraption  created  by  God 
or  man. 


-Hubert  H.  Humphrey 

U.S.  Senator  (Minn.), 

Washington,  D.C. 


Selected  Energy 

OtflPLO  selected  for 
UlUUlIU  growth  possibilities.. 

the  objective  of  Energy  Fund. 


a  no-load  mutual  fund  founded  in  1955 

■  See  the  complete  portfolio 

■  Send  for  free  prospectus 

NO  LOAD 

NO  SALES  COMMISSION 

NO  REDEMPTION  FEES 

•  Individual  and  corporate 
investment  plans 

•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

MEMBER  NO-LOAD  MUTUAL  FUND  ASSOC. 

Energy  Fund  120  Broadway  °"       "" 

New  York,  N.Y.  10005  Dept.  F 
(212)  344-5300 

Please  send  me  free  prospectus  and 
other  material  including  your 
complete  record. 

Name 

Address  

City_ 


-Zip. 


tity state Zip i 


FAMILY  CREST  RINGS 


Your  own   family   crest  hand-engraved   on   sterling 
silver  ring  $60.00 

Hand-engraved  on  14k  gold  ring  $170. oo 

Hand-engraved  on  precious  stones.  14k  gold  setting 

$225.00 
Your  choice  of  stones:  Synthetic  ruby,  synthetic 
sapphire,  topaz  quartz,  amethyst,  tourmaline,  lapiz 
lazuli,  onyx,  agate  and  bloodstone.  If  you  already 
have  a  coat  of  arms  send  us  a  drawing  or  descrip- 
tion: otherwise  we  do  research.  Send  for  free  color 
catalogue.  ALSO  CUFF-LINKS  and  PENDANTS. 
HERALDICA  IMPORTS,  Dept.  F-10 
21  West  46th  St.,  New  York,  N.Y.  10036 


, — FINDER'S  FEE  PROGRAM — , 

Cash  for  your  contacts!  Signed  Payment- 
Protection  Plan  convert!  your  "know-who" 
into  direct  income.  Invesigate  this  world- 
wide Club,  established  in  1961.  Mail  $2  for 
Finder's    Fee    Opportunity    Report   &    Starter   Kit. 

FINDERHOOD,  Inc. 

IFB-2),   15  W.  38th  St.,  New  York,  N.Y.  10018 


JETS 


BIO  and  ASK  activity 
on  most  biz-jets  daily 


Omni's  Trading  Floor 

BE  SURE  .  .  .  (202)  331-8000 
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Advertising 
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NOTICE: 

ROWE  PRICE 

NEWHORIZONS 

FUND,  INC. 
REOPENED 

This  NO-LOAD  mutual  fund  seeking  long-term  capital  appreciation 
through  investment  in  smaller  growth  companies  is  once  again  open  for 
subscriptions  from  all  investors. 

After  being  closed  from  October  17,  1967,  to  June  16,  1970,  shares 
were  last  available  to  the  general  public  from  June  16,  1970,  to  March 
21,  1972. 

Directors  have  once  again  decided  to  reopen  the  Fund  effective  as  of 
the  opening  of  business  on  September  27,  1974. 

Minimum  initial  investment:  $1 ,000 
Subsequent  investment:  $100 

For  prospectus  and  further  information,  please  write  or  call  collect: 


Rowe  Price  New  Horizons  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  •  Phone:  301  /547-2136 

Name 


Address. 
City 


State. 


.Zip. 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
.  ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
coild  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  1317FO 
Roswell,  New  Mexico  88201 
Area  Code  505—623-0507 


GROWTH... 
GROWTH... 

GROWTH. . . 

GROWTH. 

.  .  .  From  a  scrappy  little 
pipeline  company  with 
$12  million  in  revenues  in 
1962  to  a  diversified 
integrated  energy  and 
pollution  control  company 
with  sales  of  over  $145 
million. 

There's  more  to  taAPCO 
than  its  past.  Get  a 
preview.  Write  for  our 
annual  report. 


mapco 

M  INC.  i 


1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

NYSE  Symbol 

MDA 


«;> 
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ThOUghtS . . .  Business  of  Life 


A  great  part  of  art  consists 

in  imitation.   For  the  whole  conduct 

of  life  is  based  on  this : 

that  what  we  admire  in  others 

we  want  to  do  ourselves. 

QUINTILIAN 


Great  men  hallow  a  whole  people 
and  lift  up  all  who  live 
in  their  time. 
Sydney  Smith 


There  is  no  force  so  democratic 
as  the  force  of  an  ideal. 
Calvin  Coolidge 


I  looked  for  great  men, 
but  all  I  found 
were  the  apes  of  their  ideals. 
Friedrich  Nietzsche 


.  There  is  no  power  on  earth 
that  can  neutralize 
the  influence  of  a  high, 
pure,  simple  and  useful  life. 
Booker  T.  Washington 


There  is  nothing  more  frightful 
than  ignorance  in  action. 
Goethe 


A  man  must  not  swallow 

more  beliefs  than  he  can  digest. 

Henry  Brooks  Adams 


It  is  often  easier 
to  fight  for  a  principle 
than  to  live  up  to  it. 
Adlai  Stevenson 


The  concessions  of  the  weak 
are  the  concessions  of  fear. 
Edmund  Burke 


Ideals  are  the  most 

powerful  force  known  to  man. 

No  nation  s  greatness  long 

survives  the  lowering  of  the 

greatness  of  its  ideals. 

As  with  nations,  so  with  individuals. 

Low  ideals  and  high  station 

cannot  long  retain  company. 

We  all  must  have  ideals  unless 

we  are  content  to  drift  along 

aimlessly,  without  ambition 

and  ineffectually. 

Ideals  vitalize.  Ideals  energize. 

B.C.  Forres 


Complacency  is  the  enemy  of  progress. 
Dave  Stutman 


Problems  worthy  of  attack 
prove  their  worth  by  hitting  back. 
Piet  Hein 


Fight!  Be  somebody!  If  you  have 

lost  confidence  in  yourself, 

make  believe  you  are  somebody  else, 

somebody  that's  got  brains, 

and  act  like  him. 

Sol  Hess 


It  may  make  a  difference 
to  all  eternity  whether  we  do 
right  or  wrong  today. 
James  F.  Clarke 


No  one  is  useless 

in  this  world 

who  lightens  the  burdens 

of  it  for  another. 

Charles  Dickens 


Man  is  so  inconsistent  a  creature 

that  it  is  impossible 

to  reason  from  his  beliefs 

to  his  conduct,  or  from  one  part 

of  his  belief  to  another. 

Thomas  B.  Macaulay 


Consistency  takes  all 
the  pleasure  out  of  life. 
William  Feather 


How  far  high  failure 

overleaps  the  bounds  of  low  success. 

Lewis  Morris 


Heads  are  wisest 

when  they  are  cool  and 

hearts  are  strongest  when  tliey  beat 

in  response  to  noble  ideals. 

Ralph  Bunche 


Some  hold  to  their  ideals 
as  long  as  it  pays. 
Arnold  Glasow 


There  is  no  better  sign  of 

a  brave  mind  than  a  hard  hand. 

Shakespeare 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text . 


Sent  in  by  Brian  Dawson,  Brooklyn,  N.Y. 
What's    your    favorite    text?   The    Forbes 
Scrapbook    of    Thoughts    on     the     Mum 
ness   of    Life   is   presented    to   senders  of 
texts  usi'H 


Fearfulncss  and   trembling  arc   come 
upon     me,     and     horror     hath     0001 
U  helmed  me. 

Psalm  55:5 
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Any  Hope  For  Housing? 
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v  would  a  rml1?un  dollar  operation 

:  Advance  Electric 


to  Allstate 

ioi        i  ness 
insurance? 


Allstate  is  in  the  business  of 
insuring  businesses.  Small,  medium 
or  very  large. 

And  lately  our  business-business 
has  really  been  growing. 

We're  winning  new  accounts 
from  the  biggest  names  in  the 
business-insurance  field. 

Why?  Service. 

Our  Account  Executives  and 
Special  Accounts  Managers  do 
everything  they  can  to  tailor 
Allstate  services  and  protection 
to  your  specific  needs. 

Advance  Electric  is  a  successful 
New  Orleans  electrical  contracting 
firm.  In  their  case,  we  developed 
a  single  insurance  package 
to  replace  the  fifteen  separate 
policies  they  were  carrying,  and 
saved  them  money. 


For  the  same  reason  a  billion 
dollar  operation 
like  Potomac 
Electric  Power 
Company  did. 


In  the  case^B     BTof  Potomac 
Electric  Power,  we  put  together  a 
different  package — general  liability 
for  PEP  CO  along  with 
Workn    n's  Compensation  and 
genera!  liability  coverage  for  its 


contractors  on  the  construction 
of  a  350  million  dollar  power 
generating  unit.  And  placed  a 
loss-control  supervisor  at  their 
service. 

Service.  That's  the  key. 

We're  set  up  to  settle  business 
claims  fast.  With  the  largest 
full-time  staff  of  claim  specialists 
in  the  country. 

We  have  the  plans,  people  and 
facilities  to  help  your  business 
with  everything  from  Workmen's 
Compensation,  to  Fleet  Insurance, 
to  Safety  Engineering  Analysis. 

Whether  your  company  has  25 
or  25,000  employees,  talk  to  an 
Allstate  representative. 

Find  out  why  a  growing 
number  of  businesses  are  switching 
to  Allstate. 


/instate 

BUSINESS  INSURANCE 


Available  in  moat  alataa. 

AIM«i«  Inmiranr*  Cnmpaay 
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Have  a  little  fun  for  a  change -you  deserve  it 


Sure,  gasoline  is  higher  priced.  But  you  can  still  drive,  and  every  average 
American  family  has  a  car.  That's  true  in  no  other  nation  on  earth. 

Yes,  prices  are  high,  but  food  is  in  ample  supply  and  meat  is  probably 
on  your  regular  diet.  True  almost  nowhere  else. 

Our  banks  and  insurance  companies  are  solvent.  Almost  100%  of  our 
police,  teachers,  military  are  loyal  Americans.  You  can  still  vote  freely  for  the 
officials  of  your  choice. 

There  are  more  Americans  at  work  and  for  higher  pay  than  ever  before. 

Of  course  we  have  serious  problems  —  we  always  have  had.  But  we've 
always  had  the  courage  and  stamina  to  work  out  of  them. 

Gloom  never  got  you  anywhere.  Let's  get  back  to  enjoying  life  again. 


Great  for  simple  jobs — even  better  for  complex  parts, 
Warner  &  Swasey's  new  2-SC  (and  2-SCL)  numeri- 
cally controlled  turret  lathe  offers  substantial  tool  cost 
savings  over  conventional  machines.  Our  Electronic 
Products  Division  designs  and  manufactures  controls 
to  optimize  performance  of  the  2-SC.  (Protective 
guarding  removed  to  show  machine  detail.) 


THE  WARNER  &  SWASEY  COMPANY 

Executh'e  Offices 

11000  Ce  Jar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


▲ 
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western  union 


Mailgram  j£ 


YOU  CAN  SEND  100  OR  MORE  WESTERN  UNION 
MAILGRAMSR  FOR  LESS  THAN  A  DOLLAR  EACH. 

IF  YOU  HAVE  A  COMPUTERIZED  LIST,  AND  CAN 
ACCESS  DIRECTLY  WESTERN  UNION'S  COMPUTER, 
COSTS  CAN  BE  AS  LOW  AS  70  CENTS  EACH. 

YOUR  MESSAGES  ARE  SENT  ELECTRONICALLY 
TO  A  POST  OFFICE  NEAR  YOUR  ADDRESSEE  FOR 
DELIVERY  WITH  THE  NEXT  BUSINESS  DAY'S  MAIL. 

MAILGRAMS  ALSO  CAN  BE  SENT  BY  PHONE, 
TELEX  OR  TWX.  AT  COSTS  A  LOT  LOWER  THAN 
MANY  LONG-DISTANCE  BUSINESS  CALLS. 

FOR  MORE  INFORMATION,  CALL  OPERATOR  25 
TOLL-FREE  AT  800-325-6400  AND  ASK  FOR 
JACK  COCHRAN.  OR  WRITE  TO  HIM  AT  ONE  LAKE 
STREET,  UPPER  SADDLE  RIVER,  NEW  JERSEY  07458. 


Mailgram.  Impact  of  a  Telegram 
at  a  small  fraction  of  the  cost. 
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Side  Lines 


Not  What  Happened? 
But:  What  Does  It  Mean? 

A  Forbes  story  is  not  strictly  speaking  a  news 
story.  Nor  is  it  a  feature  story.  A  Forbes  article 
is  what  one  might  call  an  essay  into  what  does 
the  news  mean? 

In  this  issue  on  page  18,  for  example,  James 
Flanigan,  our  European  bureau  chief,  reports 
from  Edinburgh  on  what  the  British  election 
means  to  North  Sea  oil  (probably  bad  news).  Our 
cover  story  (p.  22)  looks  at  the  current  housing 
slump  and  finds  answers  to  the  biggest  question 
of  aD:  What  is  the  future  of  housing  in  the  U.S.? 
(Not  bright.) 

Reams  of  copy,  books  even,  have  been  written 
about  the  Penn  Central  bankruptcy.  Forbes' 
Washington  bureau  chief  Paul  Sturm  puts  it  all  in 
perspective  by  examining  the  huge  constitutional 
issue  that  is  threatening  to  hold  up  the  reor- 
ganization of  the  world's  biggest  transportation 
company   (p.  51). 

Canadian  nationalism  is  much  in  the  news  these 
days.  On  page  33,  Associate  Editor  William  Red- 
dig  introduces  us  to  Canada's  most  influential  busi- 
ness family  and  takes  us  behind  the  scenes  of 
some  big  chunks  of  Canadian  enterprise  that 
are  very  much  in  native  hands. 

On  page  69,  Staff  Writer  Subrata  Chakravarty 
analyzes  the  controversy  over  the  proposed  audit- 
ing of  quarterly  earnings  reports.  A  complex  sub- 
ject reduced  to  simple,  blunt  language. 

From  Beverly  Hills,  Reporter  Jean  Briggs 
describes  how  MCA  is  taking  advantage  of  the 
current  boom  in  movie-going  to  prove  that  the 
movie  business  doesn't  have  to  be  monkey  busi- 
ness (p.  20) . 

In  our  lead  story,  on  page  17,  Ellen  Melton, 
Forbes'  West  Coast  bureau  manager,  supplies  a 
subjective  interpretation  of  the  trial  of  Equity 
Funding  swindler  Stanley  Goldblum.  Why  did 
Goldblum  get  away  for  so  long  with  the  biggest 

stock  swindle  since  the  days  of  Ivar  Kreuger?    (Because,  Melton   units, 
Goldblum  gave  Wall  Street  and  the  public  exactly  what  they  wanted. ) 

And  talking  about  long-term  interpretation,  Reporter  Anthony  Cook  in 
The  Money  Men  talks  with  Warren  Buffett,  one  of  the  few  men  smart 
enough  and  self-disciplined  enough  to  have  gotten  right  out  of  the  market 
at  the  top  in  1969.  Is  Buffett  still  bearish?  What  does  he  think  ol  the 
October  rally?  ( See  page  41 . ) 

So  without  being  a  newsmagazine,  Forbes  manages  to  get  behind  most 
of  the  major  business  news  stories  of  the  day:  oil;  the  British  elections; 
the  railroad  mess;  the  Equity  Funding  trial;  the  collapse  and  subsequent 
rally  in  the  stock  market;  Canadian  nationalism;  the  Hollywood  sirnc. 

That's  the  kind  of  magazine  Forbes  is.  We  pick  up  where  the  newspa 
pers  and  newsmagazines  leave  off— and  what  they  often  leave  out.  ■ 


Prime  Minister  Wilson 
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A  new  memory  calculator  breakthrough 
means  the  end  of  the  AC  adapter, 
rechargeable  battery  and  small  display 
and  the  introduction  of  a  new  memory  system. 
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If  you've 

waiting  for  the  world's  most  advanced 
memory  calculator— your  timing  is  perfect. 

Powered  by  two  inexpensive  9  volt  bat- 
teries, the  Accumatic  40  will  last  almost  one 
year  on  the  same  set  of  batteries  or  ten  times 
longer  than  even  the  lowest  drain  pocket  cal- 
culators. But  there  are  several  other  very  ex- 
citing new  feature  breakthroughs. 

RECHARGEABLE  VS 
DISPOSABLE  BATTERIES 

It  all  boils  down  to  convenience  vs  savings. 
Rechargeable  batteries  cost  roughly  $3.00  per 
year  to  power  the  average  pocket  calculator. 
That  isn't  very  expensive.  But  the  calculator 
owner  who  wishes  to  recharge  his  batteries  is 
always  at  the  mercy  of  his  AC  adapter/charg- 
er. And  the  adapter  1)  is  always  subject  to 
malfunction,  2)  is  often  heavier  than  the  cal- 
culator and  3)  requires  AC  power  to  drive  it. 

If  you've  ever  been  on  an  airplane  when 
your  calculator  pooped  out  or  if  you  have 
been  unable  to  use  your  calculator  because 
your  AC  adapter  didn't  work,  you  can  appre- 
ciate the  convenience  of  the  disposable  bat- 
tery. But  disposable  batteries  are  more  expen- 
sive-an  average  of  about  $4  to  $7  to  operate 
the  avenge  calculator  per  year. 

The  Accumatic  40  costs  roughly  $1.00  per 
year  to  operate  using  readily  available  9  volt 
batteries.  Therefore  no  AC  adapter  is  required 
nor  is  one  provided. 

BIG  DISPLAYS  VS  SMALL  DISPLAYS 

The  display  is  the  biggest  consumer  of  bat- 
tery power  in  a  calculator.  The  bigger  the  dis- 
play, the  more  power  required  to  light  it. 
Sunlight  can  easily  overpower  the  display's 
light  emitting  elements  making  legibility  im- 
possible. 

The  Accumatic  40  has  a  large  easy-to  read 
liquid  crystal  display.  When  small  electrodes, 
arranged  to  form  digits,  are  charged  by  micro- 
currents of  electricity,  the  liquid  crystal  turns 
opaque.  The  resulting  numbers  must  then  be 
illuminated  by  a  light  source  to  provide  the 
contrast  needed  to  read  the  display.  The  40 
employs  a  lighw'gathering  prism  that  eliminates 
any  need  for  an  internal  lighting  system  and 
consequently  uses  a  mere  fraction  of  the 
power  required  by  other  conventional  calcu- 
lators. And  the  brighter  the  room  light,  the 
easier  it  is  to  read— even  in  sunlight. 

NEW  CLICK-THRUST  KEYBOARD 
The  Accumatic  40  has  taken  the  full-thrust 
keyboard  feel  and  added  a  click  to  provide 
the  world's  first *"click-thrust"  keyboard.  Not 
only  do  you  get  a  very  positive  data  entry 
feel,  but  your  chance  of  false  entry  is  greatly 
minimized  by  the  unique  widely-spaced  keys. 

NEW  ACCESS  MEMORY  SYSTEM 

Memory  on  a  calculator  is  such  an  impor- 
tant feature  that  units  without  it  are  practi- 
cally outdated.  Memory  permits  you  to  store 
individual  numbers  or  answers  to  calculations 


$5g95 

NATIONAL 

INTRODUCTORY 

PRICE 

SUG    RETAIL    $79  95 


The  world's  first  ambient  light  liquid  crystal  memory  pocket 
calculator— the  Accumatic  40  manufactured  by  Rockwell  International, 
can  operate  almost  one  year  on  the  same  set  of  disposable  batteries. 


memory  bank  and  then  recall  the  total  of 
those  numbers  directly  onto  your  display 
without   erasing  the  total   in  your  memory. 

The  Accumatic  40  has  the  new  access  mem- 
ory. You  can  now  take  any  number  on  your 
display  and  divide  or  multiply  your  memory 
total  by  that  number— all  whiie  retaining  that 
same  number  on  your  display.  No  other  cal- 
culator has  this  feature.  For  example,  to  add 
a  number  to  memory,  press  "M"  and  the  plus 
key.  To  divide  a  number  into  memory,  press 
"M"  and  the  divide  key. 

MANY  OTHER   FEATURES 

Now  that  we've  told  you  all  about  those 
revolutionary  features,  here  are  some  addi- 
tional qualities  that  make  the  Accumatic  the 
nation's  unquestioned  memory  leader. 

1)  Easiest  to  use  Even  if  the  40  is  your  first 
pocket  calculator,  you'll  find  it  a  snap  to 
learn.  The  algebraic  logic  (you  perform  the 
functions  as  you  think)  makes  it  easy  to  per- 
form chain  calculations.  The  automatic  con- 
stants on  all  six  functions  require  no  separate 
switch  to  turn  on,  and  there's  a  separate  mem- 
ory-plus and  memory-minus  e.itry  system. 


TEXAS  INSTRUMENTS  COMPARED 
America's  leading  calculator  manufac- 
turer, Texas  Instruments,  introduced  a 
memory  calculator  earlier  this  year  for 
599.95.  That  same  calculator  is  now  out- 
dated by  the  introduction  of  the  40.  The 
Tl  unit  uses  rechargeable  batteries,  has  a 
small  display  and  the  conventional  mem- 
ory system.  Compare  pi  ice,  features,  per- 
formance and  dependability,  and  you  can 
easily  see  why  the  Accumatic  40  is  Ameri- 
ca's greatest  new  memory  calculator  value. 


2)  The  best  percentage  system  To  add  5%  to 
a  $50  purchase,  simply  enter  $50,  then  press 
the  plus  key,  the  5  key  and  then  the  percent 
key.  The  percentage  amount  of  $2.50  is  dis- 
played. Then  press  the  equal  key-$52.50  is 
disp'ayed.  In  short,  you  perform  percentage 
problems  exactly  as  you  think  for  both  addi- 
tion   subtraction,  multiplication  and  division. 

3)  The  finest  display  The  large  8-digit  liquid 
ct,;'.;il  display  with  floating  decimal  has  neg- 
ative  balance  and  overflow  indicators.  You 
can  also  clear  any  overflow  condition  and 
continue  your  calculations. 

4)  Shock  resistant  The  calculator  enclosure 
also  eliminates  the  need  for  a  carrying  case 
and  provides  a  high  degree  of  shock  resistance. 
The  display  and  prism  are  recessed  and  thus 
protected  by  its  rugged  high  impact  resistant 
case  even  when  accidentally  dropped. 

5)  Handsome  styling  Rarely  do  you  find  so 
many  outstanding  features  in  a  highly-styled 
calculator.  The  Accumatic  40  measures  only 
IVi"  x  3V2"  x  6"  and  weighs  only  IOV2  ounces. 
Other  features  include  a  clear  entry  system 
for  memory  or  mistaken  entries,  zero  suppres- 
sion, and  a  full-flo.iting  decimal. 


You  are  no  doubt  familiar  with  Rockwell 
International  and  their  approach  to  quality. 
The  Accumatic  40  is  no  exception.  Although 
the  40  was  designed  to  be  service-free,  your 
unit  is  backed  by  a  one  year  warranty  and 
three  Lloyd's  Electronics  national  service-by- 
mail  facilities.  As  America's  largest  single 
source  of  electronic  calculators,  JS&A  is  so 
convinced  that  the  Accumatic  40  is  the  best 
memory  unit  you  can  buy  that  we  are  making 
the  following  offer:  try  the  40  for  two  full 
weeks.  Compare  it  with  every  other  calculator 
on  the  market  for  features,  value,  keyboards- 
whatever.  If  you  are  not  absolutely  convinced 
that  it  is  the  finest  calculator  value  ever  of- 
fered, return  it  anytime  within  our  trial  period 
for  a  prompt  and  courteous  refund.  In  short, 
we'll  back  our  convictions  with  an  ironclad 
guarantee. 

EXCHANGE  YOUR  PRESENT  UNIT 

Want  to  exchange  your  old,  outdated  cal- 
culator for  the  Accumatic  40  without  losing 
too  much  money?  We've  got  a  way.  After 
you  are  absolutely  satisfied  with  your  40, 
send  us  your  outdated  unit.  JS&A  will  then 
send  it  to  a  deserving  school,  nonprofit 
organization,  or  charitable  institution  who  in 
turn  will  send  you  a  letter  of  appreciation 
and  a  certificate  acknowledging  your  contri- 
bution. Then  use  that  contribution  as  a  legit- 
imate deduction  on  your  income  tax  return. 
You'll  be  helping  somebod/  in  need,  while 
justifying  the  purchase  of  the  latest  calcu- 
lator technology. 

TO  ORDER  BY  MAIL 

Each  unit  is  supplied  with  batteries,  war- 
ranty card  and  a  moiough  instruction  book- 
let. To  order  the  40  simply  send  your  check 
for  $62.45  ($59.05  plus  $2.50  postage  and 
handling.  Illinois  residents  add  $3.00  sales 
tax)  with  your  name  and  address  to  the  ad- 
dress shown  below.  If  you  wish  to  charge  the 
40  to  your  Master  Charge,  BankAmericard, 
Diners  Club,  or  American  Express  credit  card 
account,  call  our  toll  free  number  or  send  us 
a  brief  note  listing  a'l  numbers  on  your  credit 
card.  Pick  up  the  phc  ie  and  order  your 
Accumatic  40  at  no  obligation  today. 

IMMEDIATE  DELIVERY 

(Note:  An  independent  consumer  testing  bu- 
reau recently  proved  that  the  Accumatic  with 
disposable  batteries  will  continuously  operate 
16  times  longer  than  a  fully  charged  Texas 
Instrument  memory  calculator.) 
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Young:  building 
new  capacity 
to  meet  your 
Heat  Transfer 
needs. 

WISCONSIN 


Racine* 


IOWA 


Centerville 


ILLINOIS 


Mattoon 


Young  is  building  today  to  meet  your 
heat  transfer  needs  tomorrow.  With  a 
new  corporate  headquarters  and  plant 
at  Racine,  Wisconsin,  a  plant  under 
construction  in  Centerville,  Iowa  and 
greater  capacity  at  Mattoon,  Illinois. 
Call  or  write  if  we  can  be  of  service. 


YOUNG  RADIATOR  COMPANY 

2825  Four  Mile  Road,      — ^* 
Racine,  Wisconsin  53404 

TELEPHONE:  414-639-1011 
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OIL  AND  GAS  DIVISION 

Exploration,  development, 
and  production  of  domestic 
oil  and   gas   resources. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive   industry. 


NORTH  AMERICAN 
ROYALTIES,  INC. 

CHATTANOOGA,    TENN     37402 


Listed  American  and 

Pacific  Coast  Stock  Exchanges 

(Symbol:  NAR) 


Trends  &Tangents 

Foreign 

Resource  Rumble 

The  Administration's  Project  Inde- 
pendence, say  some  Canadians,  is  just 
another  American  attempt  to  take  un- 
fair advantage  of  Canada's  energy  re- 
sources. For  example,  the  U.S.  effort 
to  end  dependence  on  Mideast  and 
South  American  energy  might  well  re- 
quire a  five-year  joint  program  to  up- 
grade Canada's  heavy-water  nuclear 
reactor  into  a  breeder  reactor.  It 
would  probably  also  require  a  series 
of  American-financed  projects  aimed 
at  developing  Canada's  vast  oil  and 
gas  resources  for  use  in  American  cit- 
ies. Why,  ask  Canadian  critics,  should 
their  country  accelerate  its  resource 
development  plans  to  cater  to  U.S. 
economic  needs? 


Natural  Demand 

For  all  its  synthetic  rubber  out- 
put, the  U.S.  is  still  the  world's  larg- 
est buyer  of  Malaysian  natural  rub- 
ber-163,900  tons  last  year.  But  it 
may  not  hold  that  lead  long.  Both 
China  and  Soviet  Russia  increased 
their  take  last  year  by  a  big  60%,  to 
148,500  and  127,300  tons,  respec- 
tively, together  accounting  for  half 
again  as  much  as  the  U.S.  They  paid 
well  for  it,  too:  Their  consumption 
boosts  came  in  a  year  when  the  price 
of  natural  reached  53  cents  a  pound, 
the  highest  level  since  1960. 


Washington 


Shush  That  Choo-Choo! 

In  the  good  old  days  the  sounds  of 
trains— huffs  and  puffs,  clickety-clacks, 
and  determined  chugs— were  consid- 
ered as  American  as  mom's  apple 
pie.  But  now  the  Environmental  Pro- 
tection Agency  is  in  the  process  of 
implementing  regulations  to  protect 
the  500,000  people  it  says  suffer  from 
exposure  to  high  levels  of  railroad 
noise.  Among  other  things,  the  new 
EPA  rules  would  require  mufflers  for 
the  nation's  27,000  locomotives  and 
penalize  railroads  that  don't  eliminate 
flat  spots  on  freight  car  wheels. 


Business 


Bounce-Back  Champ 

A  new  copper  alloy  that  is  easier 
to  form,  15%  stronger,  40%  more  im- 
pervious to  high  loads  under  repeated 
bendings  and  33%  cheaper  than  its 
closest  counterpart  has  been  devel- 
oped by  Bell  Telephone  Laboratories. 


Because  of  its  high  performance  under 
stress,  the  new  copper-nickel-tin  alloy 
will  probably  be  used  to  make  springs 
such  as  those  behind  the  buttons  in 
touch  telephones.  The  new  material 
may  also  be  used  in  electric  plugs  and 
sockets  and  in  electric  motors.  Copper- 
beryllium,  the  strongest  copper  alloy 
now  in  use,  is  considerably  more  ex- 
pensive than  the  new  product  be- 
cause of  the  high  cost  of  beryllium. 

Farmer's  Friend,  Updated 

U.S.  mail-order  sales  will  be  up 
over  12%  this  year,  to  $15.7  billion, 
according  to  a  new  survey  of  the  in- 
dustry. Not-so-small  items  like  tools, 
luggage  and  appliances  were  the 
1973  unit- volume  pacesetters;  insur- 
ance ranked  first  in  dollar  volume, 
with  $850  million  worth  of  policies 
peddled.  The  mail-order  gains  repre- 
sent a  "logical  next  step"  in  the  in- 
creasing trend  toward  self-service,  the 
survey  says.  And  mail-order  is  often 
cheaper  for  the  customers,  avoiding 
the  costs  for  gasoline,  parking,  baby- 
sitters and  dining  out  that  can  go 
along  with  shopping  at  the  local  ba- 
zaar. A  final  factor  in  the  growth: 
the  increasing  number  of  women  en- 
tering the  work  force— "many  of 
whom  just  don't  have  the  time  to 
shop  in  person,"  the  survey  concludes. 
(Continued  on  page  93) 
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CHANGE  OF  ADDRESS 

If  you  ar*  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
□  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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SOMETIMES  LETTERS  JUST  DON'T  DO  IT. 


TREASURED  COLLECTOR'S  ITEM  AND  HOLIDAY  GIFT 


ACTUAL    SIZE 

The  Franklin  Mint's  annual  Christmas  Ingots  have  been  highly 
treasured  by  collectors  ever  since  the  first  one  was  issued  four 
years  ago. 

Now,  for  the  first  time,  The  Franklin  Mint  is  making  available, 
directly  to  the  public,  its  new  1974  Sterling  Silver  Christmas  Ingot 
in  a  special  edition. 

Each  1974  Christmas  Ingot,  in  the  special  edition,  will  contain 
500  grains  of  solid  sterling  silver — more  than  one  troy  ounce — 
and  will  be  struck  with  The  Franklin  Mint's  flawless  gem  PROOF 
finish.  The  design  for  the  ingot  is  an  original  work  of  art,  "The 
Snowman,"  created  by  the  distinguished  American  sculptor 
James  Ponter. 

A  MEMORABLE  GIFT.  The  1974  Christmas  Ingot  makes  a  unique 
holiday  gift  for  family,  friends  or  business  associates.  A  gift  of 
distinction  and  enduring  value.  The  cost  of  each  500-grain  solid 
sterling  silver  proof  ingot  is  $14.  A  deluxe  presentation  case  is 
included.  All  ingots  will  be  delivered  in  time  for  Christmas  giving. 

LIMITED  EDITION.  The  total  number  of  ingots  produced  will  be 
exactly  equal  to  the  number  ordered  by  November  10,  1974.  After 
these  ingots  have  been  minted,  the  dies  will  be  destroyed. 

Also  available  at  selected  Franklin  Mint  dealers. 
ORDER  FORM 

1974  FRANKLIN  MINT  CHRISTMAS  INGOT 
Orders  must  be  postmarked  by  November  10, 1974 

The  Franklin  Mint 

Franklin  Center,  Pennsylvania  19091 

Please  send  me  the  1974  Christmas  Ingots  I  have  indicated: 

500-grain  sterling  silver  ingots  @  $14.  each $ 

OTV 

1000-grain  sterling  silver  ingots  @  $25.  each $ 

OTV 

Plus  my  state  sales  tax $ 

Total  remittance  enclosed $ 

Name 

PLEASE  PRINT  CLEARLV 

Address 

City,  State,  Zip 

All  oideis  aie  subiect  to  acceptance  by  The  'ranklin  Mint 

THE  FRANKLIN  MINT  IS  THE  WORLDS  LARGEST  PRIVATE  MINT.  IT  IS  NOT  AFFILIATED  WITH  THE  U.S.  MINT  OR  ANT  OTHER  GOVERNMENT  AGENCT. 
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Readers  Say 


Where's  The  Money? 

Sir:  You  suggest  that  making  sav- 
ings deposit  interest  tax  free  is  an 
idea  worth  exploring  (Fact  6-  Com- 
ment, Oct.  J).  Do  you  mean  more 
money  will  then  go  into  savings? 
What  money?  Whose  money?  Cer- 
tainly not  mine  nor  that  of  about  100 
million  people  like  me  who  pay  our 
bills  only  by  tightening  our  belts,  let 
alone  having  any  surplus  for  savings. 
And  not  money  already  in  tax-exempt 
bonds  or  the  money  in  11%  to  12% 
short-term  money  market  securities. 

—Joseph  Blumenthal 
West  Palm  Beach,  Fla. 

Learning  To  Save 

Sir:  University  and  college  presi- 
dents and  faculties  refuse  to  make  the 
hard  decisions  ("The  Coming  Shake- 
out  In  Higher  Education,"  Sept.  15). 
What  happened  to  the  creativity  and 
boldness  that  they  exercised  in  spend- 
ing money?  Let  them  exercise  it  now 
to  save  money. 

—Thomas  R.  Mulcahy 
Minneapolis,  Minn. 

Sir:  Higher  education  need  not 
be  immune  from  the  disciplines  which 
are  applied  in  the  business  world.  Let 
me  speak,  as  a  graduate  and  member 
of  its  Board  of  Trustees,  of  Bates, 
one  of  the  U.S.'  top  independent 
colleges.  It  has,  in  the  past  half  doz- 
en years,  radically  improved  its  fac- 
ulty-student ratio,  introduced  two 
new  departments  and  four  new  ma- 
jors and  built  a  new  library  which  is 
both  functionally  and  aesthetically  ex- 
citing. And  it  has  done  all  these  things 
in  the  context  of  very  modest  endow- 
ment resources  (about  $13  million) 
and  balanced  operating  budgets. 
How?  By  good  management.  By  which 
I  mean  the  husbanding  of  resources, 
the  allocation  of  those  resources  to 
carefully  determined  areas  of  priority 
and  the  most  rigid  budgetary  con- 
trols. If  this  sounds  like  "Man  Bites 
Dog,"  the  record  is  there  for  any- 
one to  see. 

— E.  Robert  Kinney 

President, 

General  Mills,  Inc. 

Minneapolis,  Minn. 

Too  Hot  For  Jokes 

Sir:  I  am  shocked  at  your  edito- 
rial "The  Only  Thing"  (Sept.  1)  in 
which  you  joke  about  your  eventual 
demise.  This  will  ring  in  your  cars 
throughout  eternity.  If  we  had  a  rec- 
ord of  the  conversations  of  the  rich 
man  who  ended  in  Hell  and  Lazams 
(Continued  on  page  94) 
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When  the  construction  job 

is  complex, 

choosing  the  right  insurance  is  simple. 


You  just  turn  to  the  American  company 
with  the  most  experience. 

(That's  American  International 
Underwriters.) 

Or  to  the  only  company  with  a  full, 
in-house  construction  engineering  staff. 

(That's  AiU,  too.) 

And  you  ask  for  a  single  policy  that 
covers  practically  every  contingency. 
Plus  capacity  that's  big.  Really  big. 

(AlU'sgot  itall.) 

No  other  company  can  match  AlU's 
experience  in  writing  overseas  protection 
for  contractors.  We've  done  it  for  50  years. 
And  we're  doing; it  right  now  in  more  than 
135  countries— with  a  Contractors  All- 
Risk  plan  designed  especially  for  the 
complex  needs  of  today's  contractor. 

AlU's  All-Risk  program  embraces 
fire,  lightning,  extended  coverage,  flood, 
earthquake,  and  almost  anything  else 
that  can  happen  on  a  construction  project. 
As  well  as  contractors  plant  and  facilities, 


ocean  marine  and  transit  risks.  Plus  third 
party  liability  attendant  to  construction. 

It  ojar&e  used  to  cover  every  type  of 
constructfon.  And  it%  flexible— written 
to  fit  your  needs,  whether  your  project  is 
large  or  small. 

You'll  also  like  our  engineering  set-up: 
We're  the  only  American  underwriter 
writing  foreign  business  that  can  offer  you 
a  full  staff  of  engineers,  worldwide,  to 
provide  on-site  technical  advice. 

And  you're  also  assured  of  quick 
claims  settlements  by  a  worldwide  claims 
staff  that's  unmatched  in  numbers  and 
unequalled  in  service. 

One  more  thing:  More  and  more, 
these  days,  private  companies,  public 
authorities,  and  government  agencies  are 
insisting  that  contractors  be  properly 
protected  before  work  begins.  So,  it's 
just  good  business  to  have  adequate 
coverage. 

That's  why  we  urge  you  to  send  for 


more  information.  Maybe  you  can't  always 
prevent  a  construction  disaster.  But  you 
can  keep  it  from  becoming  a  financial 
disaster.  Mail  the  coupon  today,  won't  you? 

American  International 
Underwriters  Corporation  |j|| 

Dept.  FBI  14,  102  Maiden  Lane, 
New  York,  N.Y  10005 
Please  send  me  more  information  about  your 
Contractors  All-Risk  Coverage. 

Name 


(please  print) 


Company. 


Title. 


Telephone. 

Address 

City 


.State. 


.Zip. 


Jirffc  A  Member  Company  of 


American  International  Group 


America  cant 

lick  its  big 

problems, 

u're  not  factoring  in 

the  Hngb  Jacksons. 


* 


Eight  years  ago  Hugh  Jackson  was  a  man  with  a 
tugboat.  Today  Jackson  Marine  has  sixty-three 
boats,  with  millions  of  dollars,  hundreds  of  lives, 
and  a  lot  of  gas  stations  depending  on  them  to 
handle  the  tricky  business  of  getting  oil  company 
rigs  and  crews  out  to  sea,  set  up,  and  supplied. 

Why  make  a  living  pulling  platforms  the 
size  of  four  city  blocks  into  North  Sea  storms? 

"It's  exciting  to  be  linked  with  energy 
and  whip  the  problems!" 

You  can  imagine  the  Jackson  Marine 
Corporation  is  a  demanding  customer  for  our 
Alco  Division  when  they  order  large  diesel 
engines  for  their  boats.  But  so  are  other  customers 
of  White  Motor  Corporation,  because  they're 
putting  our  products  to  work  against  the  big 
problems  —  agriculture,  transportation,  and 
energy. 

When  you  see  how  many  of  these  tough 
customers  are  spread  out  across  America  working 
on  its  problems,  you  begin  to  believe  what  Hugh 
Jackson  thinks  about  the  future:  "We've  still 
got  a  couple  of  hard  years  ahead,  but  I  have  no 
doubt  America's  going  to  make  it'.' 


At  White  Motor  we  know~ 
when  you  believe  in  what 
you're  doing,  you  do  it  better. 


WHITE  MOTOR 
CORPORATION 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


PRESIDENT  FORD'S   PROGRAM  IS   A  DECIDEDLY  MIXED   BAG 


and  much  of  it  won't  happen.  Pleadings  and  pledges,  for 
instance,  won't  do  the  trick  on  fuel  saving. 

The  greatest  thing  that  can  be  said  for  his  program  is 
that  he  has  one,  and  that  he  was  forceful,  unequivocal 


and  reassuringly  jut-jawed  in  presenting  it  to  the  Congress. 
So  now,  it's  arguments  over  the  President's  program  in- 
stead of  laments  over  the  lack  of  one.  That's  progress, 
I  guess. 


NAMING  MORTON  ENERGY  CZAR 

is  good— if  it  includes  sufficient  autocratic  power  over  energy 
matters  in  the  bailiwicks  of  other  Administration  eminences. 


ONE  THING'S  FOR  SURE 


in  this  bewildering,  uncertain  business  climate- 
As   prices   of  the   things   they   buy   continue   climbing 


quite  a  bit  faster  than  take-home  pay,   consumers   have 
no  choice  but  to  consume  less  of  more  and  more. 


.  .  .  WHICH  BRINGS   US 

Not  many  Heads  in  business  or  academe  or  government 
seem  yet  aware  that  it's  a  whole  new  world  in  which 
we'll  be  living— 

•  A  world  where  most  raw  material  extractors  and  man- 
ufacturers can  no  longer  plan  ahead  in  terms  of  ever 
greater  volume,  but  must  concentrate  on  more  from  less 
even  as  they  get  more  for  less. 

•  A  business  world  where  R&D  gets  a  greater  emphasis 
than  ever  before.  For  example,  there  are  ways  to  get 
more  heat  or  miles  from  present  petroleum  supplies.  As 
the  price.- for  energy  continues  bounding  up,  more  efficien- 
cy has  to,  will  result. 


TO  THE  MAIN  POINT 

•  Whether  it's  in  making  more  efficient  autos  using  far 
less  materials  (i.e.,  hundreds  of  pounds  lighter),  or  refrig- 
erators and  TV  sets  that  are  encased  in  less  and  do  more 
of  what  they're  supposed  to  do  on  fewer  kilowatts,  the 
wave  of  tomorrow  in  the  marketplace  is  for  littler,  few- 
er and  better. 

And  that  ain't  all  bad. 

Today,  there's  awareness  that  the  resources  of  this  wee 
planet  are  finite;  awareness  that  we  can  breathe  and 
drink  and  eat  ourselves  to  death  from  pollutants  visi- 
ble and  invisible.  A  world  where  less  must  be  better  is 
bound  to  make  for  a  world,  and  life  too,  that  is  better. 


IF  YOU  DON'T  LIKE  RISING  PRICES 


just  get  your  state  legislator  to  pass  a  bill  prohibiting  'em. 
In  New  Jersey  some  of  (Dem.)  Assemblyman  James  J. 
Florio's  constituents  were  sore  about  soaring  utility  costs. 
So  the  N.J.  Assembly  passed  Mr.  Florio's  bill  stipulating 
that  "the  Board  of  Public  Utility  Commissioners  shall  not 
grant  any  increase  in  existing  rates,  tolls,  charges  or  sched- 
ules for  services  provided  by  any  public  utility  for  a  period 
of  six  months  from  the  effective  date  of  act." 


Mr.  Florio  is  running  for  Congress  this  fall  against  in- 
cumbent Representative  John  Hunt  (Rep.)  and  explained 
the  logic  behind  the  freeze:  "I  need  the  bill  to  beat  Hunt." 

Now  if  Mr.  Hunt  is  on  the  ball,  he'll  try  to  put  through 
a  law  that  makes  oil  and  energy  shortages  illegal. 

Come  to  think  of  it,  why  should  there  be  concern 
about  any  economic  problems  when  all  that's  needed  to 
solve  'em  is  the  passage  of  a  law? 
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MAYBE  WALL  STREET  NEEDS  SOME  CATTLEMEN 


Recently  I  was  talking  to  a  group  of  cattlemen  on  the 
subject  of  what  lies  ahead.  It  was  long  enough  ago  for 
them  to  realize  now  what  Forbes'  readers  know  well— that 
I  really  don't  know  what  lies  ahead.  But  that  doesn't  in- 
hibit this  one  from  talking  authoritatively  on  the  subject. 


The  name  of  the  group  is  the  Montana  Stockgrowers 
Association,  and  one  of  the  members  suggested  that  per- 
haps Wall  Street  should  look  to  them  for  guidance: 

"Most  no  one  on  the  stock  exchange  can  make  then- 
stuff  grow.  Our  stock  always  do." 


THE  U.S.   SHOULD   SUPPORT  MOROCCO 


Sometimes  the  United  States  has  an  opportunity  to 
extend  important  support  that  doesn't  involve  money  to 
friendly  foreign  countries  who  over  the  years  have  shown 
in  many  ways  their  friendship  for  the  U.S.  A  timely  case 
in  point  is  Morocco's  determined  efforts  to  reunite  with  the 
65,000  Arabs  scattered  over  the  vast  areas  of  that  anach- 
ronism, the  Spanish  Sahara,  one  of  the  last  vestiges  of 
colonialism,  one  whose  days  are  certainly  and  rightly 
numbered. 

The  fact  that  this  103,000  square  miles  contains  impor- 


tant phosphate  deposits  has,  of  course,  attracted  claims 
from  other  Arabic  states:  from  Algeria,  which  touches  the 
area  at  one  point,  and  Mauritania,  which  neighbors  to  the 
south.  This  gives  Spain  a  convenient  excuse  for  delay  in 
freeing  this  desert  area  to  join  Morocco,  with  which  his- 
torically and  by  blood  it  is  a  part. 

Here's  an  ideal  situation  for  Dr.  Kissinger  and  our  Gov- 
ernment to  lend  a  needed  hand  in  accomplishing  a  jus- 
tified result  and  thus  avoid  an  otherwise  predictable,  in- 
ternationally tense  confrontation. 


FOOTNOTE   ON  LIBERATED  WOMEN 


In  conversation  with  John  Durditt,  ACF's  chairman, 
we  learned  that  Women's  Lib  has  solved  for  ACF  a  critical 
labor  shortage  in  one  of  its  foundries.  It  was  difficult  to  get 
men  to  take  on  these  tough  jobs,  but  the  ladies  went  right 
to  it  when  the  law  decreed  they  be  given  the  chance. 

Furthermore,  said  Chairman  Burditt,  lady  forklift  drivers 


have  a  far  better  safety  and  maintenance  record  than  the 
men.  It  seems  they  don't  try  to  prove  their  machismo  by 
hot-rodding  around  on  the  equipment. 

Maybe  there's  some  traditional  ladies'  job  that  men 
could  do  better.  Right  offhand  we  couldn't  think  of 
one,  can  you? 


Start  something 


withWolfschmidt. 


\*  disc  hi  ni.lt 
(KfiuintVMlka 


WHICH  DO  YOU  THINK 
IS   THE   BAD  AD? 

Creating  liquor  preferences  for  kinds  and  brands  is 
tough,  but  when  campaigns  are  well  done  the  aura  they 
create  moves  people  to  order  by  the  bottle  and  at  the  bar. 
A  reader  sent  in  the  Wolfschmidt  Vodka  ad,  complaining 
about  its  bad  taste.  But  I  found  it  attractive  enough  to 
be  tempted  to  shift  vodka  brands. 

On  the  other  hand,  what  could  be  stupider  than  the 
current  White  Horse  campaign  of  which  this  is  a  typical 
example?  Of  course,  maybe  its  very  stupidity  will  help 
make  the  brand  name  memorable. 


THE   FINAL  WORD   ON  THE   VALUE   OF  VITAMIN  C 


as  a  cold  preventative?  Every  other  day  Great  Medical 
Men  announce  that  taking  daily  a  mouthful  of  vitamin  C 
pills  does  or  does  not  prevent  colds. 

For  the  past  three  years  (on  advice  from  a  family 
physician  who  finds  my  health  a  mystery  wrapped  in 
an    enigma)    I'd   been   taking   a   few   million    vitamin    C 

THREE  WORDS  ALWAYS  IN  ORDER 

Please 
and 
Thank  you. 
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milligrams  each   day   and  had   had   no   colds   in   all    that 
time.  So  I  made  a  note  to  write  an  editorial  that   tin    I 
debate  had  been  settled  by  this  definitive  experient  <  . 

Of  course,  before  setting  pen  to  paper,  I  came  down 
with  such  a  severe  cold  it  took  a  truckload  <>l  anti- 
biotics to  cope  with  the  damn  thing. 

FIRST  COUSINS 

Common  sense  and  experience. 
One  leads  to  the  other. 

Usually. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Fuel  Savers 


.  .  .  Shortages  of  natural  gas  in 
some  areas  of  the  United  States,  par- 
ticularly the  Northeast,  have  suddenly 
made  the  heat  pump,  which  has  been 
around  for  about  20  years,  one  of 
the  most  promising  products  in  the 
marketplace.  Working  by  electricity, 
a  heat  pump  both  heats  and  cools  a 
house.  .  .  .  The  marketing  manager 
for  Westinghouse's  central  residential 
air-conditioning  division  says  that 
the  heat  pumps  his  company  makes 
use  about  1.6  units  of  energy  for 
every  unit  of  heat  generated,  as  op- 
posed to  2.2  units  of  energy  for  each 
unit  of  heat  produced  by  a  gas  or 
oil  furnace.  .  .  .  Manufacturers  of  heat 
pumps  feel  they  will  replace  oil  and 
gas  furnaces  as  fossil  fuels  are  deplet- 
ed and  nuclear  power  is  used  to  gen- 
erate electricity.  .  .  . 

A  General  Electric  spokesman  said 
his  company  was  experimenting  with 
a  "power  saver"  switch  for  some  of 
its  room  air-conditioners.  The  switch 
cuts  off  the  fan  while  the  compres- 
sor is  idle.  GE  recently  added  a  simi- 
lar feature  to  its  refrigerators,  shut- 
ting off  the  heater  that  keeps  the  out- 
side of  a  refrigerator  from  "sweat- 
ing" in  a  hot  room,  and  to  some  of 
its  dishwashers,  so  a  user  may  put 
the  machine  on  "natural  dry"  and 
save  the  power  that  would  heat  the 
air  to  dry  the  dishes.  .  .  . 


"One  appliance  that's  been  on  the 
market  for  years  that  saves  a  sub- 
stantial amount  of  energy  is  our  front- 
loading  washers,  which  use  half  the 
hot  water  of  a  top  loader  [says  a 
Westinghouse  spokesman]." 

—by  Rosalyn  Retkwa, 
New  York  Times. 

Japanese  Invasion 

Japanese  investment  in  the  U.S.  is 
already  snowballing  as  the  Japanese 
are  forced  to  produce  more  and  more 
overseas  in  order  to  escape  rising  costs 
in  their  home  islands.  .  .  .  That's  why 
"ministeel  mills,"  set  up  to  ship  in- 
gots and  billets  to  Japan  for  manu- 
facture, are  being  planned  in  the 
U.S.A.  and  Indonesia  and  will  con- 
tinue to  be  set  up  around  the  world. 
(In  a  country  with  only  5%  of  the 
land  arable,  over-urbanized,  where 
plant  site  costs  have  skyrocketed, 
where  pollution  control  will  be  ex- 
tremely expensive,  exporting  factories 
is  a  must. ) 

—Danielle  Hunebelle's 
International  Letter,  Neuilly,  France. 

White  Jackets 

If  you  ever  attend  a  Homecoming 
at  the  College  of  William  and  Mary, 
you'll  see  a  famous  Governor,  or  a 
College  President,  perhaps  a  promi- 
nent editor,  famous  doctors,  lawyers, 


bankers,  business  executives,  minis- 
ters, civic  leaders— all  proudly  wearing 
white  jackets.  That  signifies  these  men 
earned  all  or  most  of  their  way 
through  college,  waiting  on  table. 

They  weren't  ashamed  of  menial 
labor,  they  didn't  hold  out  for  the  job 
they  liked,  they  didn't  ask  for  gov- 
ernment help— they  waited  on  table, 
and  it  helped  them  earn  the  educa- 
tion they  have  since  put  to  such 
splendid  use. 

The  Order  of  the  White  Jacket  has 
a  roster  of  which  any  college  club  or 
fraternity  or  group  of  any  kind  in  the 
land  could  well  be  proud.  There 
ought  to  be  a  Chapter  on  every  col- 
lege campus  in  America. 

Contributing  alumni  of  all  schools 
please  note. 

—From  an  advertisement  of 
The  Warner  &  Swasey  Co. 

Sleep  on  this  One 

Don't  bother  tiying  to  "make  up" 
lost  sleep.  "There  is  not  much  hard 
evidence  that  lack  of  sleep  impairs  the 
body,"  says  Robert  Van  de  Casde, 
director  of  the  Sleep  &  Dream  Lab- 
oratory at  the  University  of  Virginia 
School  of  Medicine.  Your  body  may 
need  a  few  extra  hours  of  sleep  after 
a  prolonged  period  of  insomnia,  but 
too  much  sleep  will  only  leave  you 
with  a  hangover-like  feeling  in  the 
morning.  —Business  Week. 


FRANCE,  NOT  FORD,  LEADS  THE  WAY 

by  M.S.  Forbes  Jr. 


By  setting  a  ceiling  on  spending 
for  oil  imports,  the  French  govern- 
ment has  made  the  most  construc- 
tive contribution  of  any  country 
yet  in  the  fight  against  ballooning 
petroleum  prices.  If  oil  prices  rise, 
the  French  will  do  with  less. 
France's  move,  in  fact,  will  imme- 
diately cut  its  consumption  by  10%. 

What  an  example  for  the  rest  of 
the  Industrialized  world,  especial- 
ly the  still-profligate  U.S. 

And  what  a  contrast  to  Presi- 
dent Ford's  "energy-saving"  pro- 
posals. The  President  still  believes 
that  we  can  volunteer  our  way  out 
of  the  crisis. 

Unfortunately,  it  is  too  big  for 
that.  This  year  we  will  be  import- 
ing 36%  of  our  oil  at  a  cost  of  $25 
billion. 

The  U.S.  could  cut  2  million  bar- 
rels a  day  from  the  6  million  bar- 
rels it  imports  without  any  drastic 


decline  in  our  standard  of  living.  It 
would  mean  only  a  5%  cut  in  our 
total  energy  consumption.  But  it 
will  take  mandatory  measures  to 
effect  such  savings— and  to  bring 
on  the  sense  of  urgency  required 
for  finding  and  developing  oil 
alternatives. 

For  the  moment,  it  appears  we 
will  have  to  wait  for  another  oil 
embargo  or  an  economic  collapse 
in  Europe  before  we  take  the  nec- 
essary, unavoidable  steps— like 
some  form  of  rationing. 

THE  SAUDIS  CANT  DO  IT 

Saudi  Arabia  has  again  assured 
the  U.S.  that  it  will  advocate  lower 
petroleum  prices  at  the  next  meet- 
ing of  the  Organization  of  Petrole- 
um Exporting  Countries. 

Perhaps  the  belief  that  the 
Saudis  will  succeed  is  why  Presi- 
dent Ford  is  not  doing  more  on 


the  energy  front. 

If  it  is,  the  President  is  leaning 
on  a  weak  reed.  Saudi  Arabia  has 
been  making  such  soothing  assur- 
ances for  the  past  eight  months. 

Despite  its  immense  oil  deposits 
and  production,  Saudi  Arabia  is 
not  the  linchpin  in  OPEC's  pricing. 
In  the  Mideast,  the  Saudis  are  mili- 
tarily and  politically  vulnerable. 
Their  ultraconservative  monarchy 
has  a  healthy  instinct  for  self-preser- 
vation and  it  has  no  intention  of 
bucking  the  likes  of  militant  Al- 
geria or  nearby  powerful  Iran. 

More  important,  a  price  reduc- 
tion that  will  genuinely  ease  the 
recycling  crisis,  must  be  on  the 
order  of  30%  to  50%. 

Even  the  Saudis  haven't  prom- 
ised that. 

When  will  the  U.S.  learn  that  it 
cannot  count  on  others  to  pull  its 
chestnuts  out  of  the  energy  fire? 
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THEIR  IDEAS 
CAN  HELP 
PROVIDE... 


Enough 
Energy 


America 


We've  been  tuning  in  on  America  and  we 
ike  the  realism  on  energy  we're  beginning 
to  notice. 

More  people  now  seem  to  understand  that 
our  energy  problems  didn't  end  with  last  win- 
ter's gasoline  lines.  That  reducing  depend- 
ence on  imports,  which  supply  more  than  a 
third  of  the  petroleum  used  in  this  country, 
will  be  a  hard  pull  for  a  decade  or  longer. 
That,  in  the  meantime,  we've  got  to  scramble 
for  energy  wherever  we  can  get  it  here  and 
abroad. 

Yogi  Berra's  got  the  key  word  for  what  the 
effort  will  take.  Teamwork.  It  does  the  job  for 
baseball's  New  York  Mets,  most  years  any- 
way. And  it's  absolutely  critical  to  greater 
energy  security.  Industry,  government,  envi- 
ronmentalists, consumers  — working  together 
instead  of  feuding. 

Improving  America's  energy  position  will 
take  a  willingness  to  let  the  free  market  do  its 
job.  Missouri's  Claudie  McQuerry,  the  farmer 
in  our  circle,  dislikes  having  to  pay  more  for 
fuel.  But  he  knows  from  growing  corn  that  it 
takes  realistic  prices  to  offset  rising  produc- 
tion costs.  And  it  requires  time  before  price 
incentive  brings  in  more  production.  In  the 
petroleum  business,  the  lag  between  finding 
and  producing  new  oil  and  gas  is  often  three 
years  or  more. 

There's  a  need,  too,  for  government  re- 
straint if  the  petroleum  indusffy  is  to  attract 
hundreds  of  billions  of  dollars  in  new  invest- 
ment to  find,  produce,  and  refine  enough  fuel 
for  the  decade  ahead.  Because  nothing  could 
hurt  worse  than  excessive  government  inter- 
ference. Today's  acute  shortage  of  natural 
gas,  for  example,  traces  directly  to  imposition 
of  wellhead  price  controls  on  gas  20  years 
ago.  They  brought  bargain-basement  prices, 
stimulating  demand  while  killing  incentive  to 


look  for  new  reserves. 

If  America's  long-term  energy  position  is  to 
be  sound,  everyone  must  help: 

Industry— supplying  know-how,  taking  risks, 
raising  unprecedented  capital. 

Government— setting  durable  ground  rules, 
providing  a  sound  investment  atmosphere, 
slashing  red  tape,  helping  with  research. 
There's  need,  for  example,  to  clear  the  way 
for  deepwater  ports  (so  still-needed  imports 
can  be  handled  efficiently  in  very  large 
tankers).  It's  vital,  also,  to  end  administrative 
delays  blocking  new  oil  and  gas  exploration 
off  our  coasts  (where  geologists  think  Amer- 
ica's biggest  undiscovered  reserves  may  lie). 
In  research,  government  can  help  make  down- 
the-road  fuels  like  solar  energy  and  nuclear 
fusion  commercially  feasible;  and  help  re- 
solve the  environmental  problems  in  produc- 
ing energy  from  the  West's  abundant  coal  and 
shale. 

Environmentalists  —  they'll  have  to  com- 
promise, but  not  with  their  principles.  Walt 
Welles,  the  sailing  enthusiast  in  our  circle, 
depends  on  diesel  fuel  and  on  petroleum  de- 
rivatives like  his  maintenance-free  plastic  hull 
and  quick-drying  sails.  But  he's  counting  on 
advancing  technology  and  strict  regulation  to 
minimize  oil  spills  and  other  pollution.  Oil 
companies  can  live  responsibly  with  that  kind 
of  trade-off. 

The  consumer— he's  got  a  role,  too,  nurtur- 
ing that  conservation  ethic  he  learned  in  last 
winter's  emergency.  Making  precious  fuel 
stretch. 

Everyone,  in  short,  making  a  team  effort, 
providing  in  the  years  ahead  enough  energy 
for  the  economic  growth  so  essential  to  social 
progress,  material  well-being  and  a  cleaner 
environment. 

Count  on  us  to  be  team  players. 


Mobil 


® 


1974  Mobil  Oil  Corporation 


New^brk  leads  every  other  state 

in  manufacturing. 

We're  the  bank  that  knows  NevvYbrk  State. 


New  York  leads  the  United 
States  in  the  number  of 
manufacturing  firms,  the 
production  of  manufactured 
goods,  the  number  of  people  in 
manufacturing  jobs  and  in  the 
variety  of  goods  produced. 

Since  1839,  Marine  Midland 
Bank  has  been  a  part  of  this 
impressive  output.  Today,  we 
reach  more  than  200  cities  and 


towns  with  more  than  300 
offices.  In  fact,  with  resources 
exceeding  $13  billion,  Marine 
Midland  is  the  nation's  twelfth 
largest  banking  system.  And 
we're  the  bank  that  knows  New 
York.  It  follows  then,  that  we're 
also  the  bank  that  knows  how 
to  serve  manufacturers. 

And  what  we've  learned 
here,  what  we've  experienced 


here,  can  be  applied  every- 
where. To  that  end,  the  services 
we  offer  to  business  are 
innovative,  varied  and  flexible. 
You'll  find  our  senior  officers 
will  bring  imaginative  solutions 
to  your  banking  problems. 

Marine  Midland  Bank.  Big 
bank  resources.  Personal 
service.  All  over  New  York  State. 


Knowing  New  York  State 
makes  all  the  difference  in  the  world. 


IVIAFIIIME   IVIID 


IMD   BANK 


ID! 


Forbes 

The  Case  Of  The 
Willing  Victims 

There's  no  fool  like  someone  who 
wants  to  be  fooled.  Stanley  Goldblum 
knew  that.  So  did  Ivar  Kreuger. 


The  end  was  startlingly  abrupt.  In 
the  fifth  day  of  his  trial  in  the  Equity 
Funding  case  last  month,  former 
Chairman  Stanley  Goldblum  appar- 
ently changed  his  mind  and  pleaded 
guilty  to  participation  in  a  massive 
fraud.  But  in  those  five  days,  the  trial 
gave  the  American  people  one  of  the 
clearest  definitions  yet  of  what  are 
politely  called  "managed"  earnings. 

Listen  to  first  fraud  witness  Jer- 
ome H.  Evans,  a  stocky,  middle-aged 
man  with  a  paunch  and  graying  black 
hair.  Evans  had  been  Equity  Fund- 
ing's first  controller.  One  of  the  U.S. 
attorneys,  John  M.  Newman  Jr.,  asked 
Evans  to  describe  how  earnings  per 
share  were  figured  at  Equity. 

Evans:  "At  the  end  of  a  quarter 
when  an  interim  statement  had  to  be 
made  up  I  would  be  in  Stanley  Gold- 
hlum's  office,  and  a  figure  of  earnings 
per  share  would  be  told  to  me." 

Prosecutor:  "What  is  the  manner 
in  which  earnings  per  share  is  cus- 
tomarily figured?'' 

Witness:  "Earnings  per  share  is 
basically  taking  the  dollar  amount  of 
profit  .  .  .  after  taxes  and  dividing  it 
by  the  number  of  shares  outstanding." 

Prosecutor:  "Following  a  conversa- 
tion in  which  Stanley  Goldblum  would 
tell  you  the  earnings  per  share  .  .  ., 
how   did   you   go   about  figuring   out 


Ivar  Kreuger 


the  numbers  that  would  be  on  your 
interim  financial  statement?" 

Witness:  "You  worked  on  it  from 
the  bottom  up  instead  of  from  the 
top  down.  .  .  .  You  would  take  the 
number  of  shares  outstanding,  you 
would  multiply  it  by  the  earnings  per 
share,  [and]  you  would  have  a  bot- 
tom-line figure.  Your  taxes  are,  rough- 
ly, say,  50%,  so  you  would  double 
that  figure.  You  would  add  to  that 
your  actual  expenses  and  arrive  at 
what  your  income  would  be  to  reflect 
that  bottom  line." 

Evans'  earlier  testimony  had  gone 
like  this: 

Prosecutor:  "Did  you  ever  have  oc- 
casion to  have  discussions  with  Stan- 
ley Goldblum  concerning  entries  to 
the  account  funded  loans  and  ac- 
counts receivable  which  were  not  the 
result  of  .  .  .  back-up  information?" 

Witness:  "Yes,  on  many  occasions." 

Prosecutor:  "Can  you  recall  how 
this  first  conversation  came  about?" 

Witness:  "There  was  the  first  public 
offering  of  the  company,  and  the 
•question  came  up  as  to  earnings  per 
share,  and  that  naturally  the  higher 
the  earnings  per  share,  the  better  the 
performance  would  look  and  that  the 
stock  would  have  a  tendency  to  go 
up  on  the  stock  market." 

Not  many  stock  manipulators  had 
Stanley  Goldblum's  consummate  gall 
—or  his  reckless  disregard  of  the  con- 
sequences. Yet  in  a  sense,  Goldblum 
simply  carried  to  its  logical  conclu- 
sion what  a  good  many  others  were 
practicing  in  a  more  timid  way.  Using 
every  allowable  accounting  gimmick, 
the  bosses  of  many  corporations  in 
recent  years  did  everything  they  could 
to  camouflage  the  inevitable  fluctua- 
tions of  the  real  world  and  to  present 
their  companies'  fortunes  as  a  smooth 
curve  of  ever-rising  quarter-to-quar- 
ter earnings.  Goldblum  went  them  one 
step  further.  If  that  is  what  Wall 
Street  wants,  he  apparently  reasoned, 
why  not  go  all  the  way?  Goldblum 
was  charged  with  manufacturing  not 
only  earnings,  but  sales  and  assets  too. 

Stanlev  Goldblum  is  no  Ivar  Kreu- 


Stanley  Goldblum 


ger.  The  great  Swedish  swindler  of 
the  Twenties  and  Thirties  was  a  tall, 
thin  man  with  an  aristocratic  bear- 
ing who  moved  easily  and  familiarly 
among  the  great  bankers  and  states- 
men of  Europe.  Goldblum,  who  was 
only  a  kid  when  Kreuger  shot  himself 
in  1932,  is  a  hulking  man  who  early  in 
life  was  in  the  butcher  business  and 
still  looks  the  part  despite  his  Bev- 
erly Hills  mod  suits.  Yet  the  two  men 
share  several  distinctions.  Each  was 
the  biggest  and  nerviest  swindler  of 
a  speculative  era.  And  each  pos- 
sesses a  cynically  penetrating  insight: 
that  there  are  no  fools  like  people 
who  want  to  be  fooled.  In  his  excel- 
lent 1960  biography  of  Kreuger,  Rob- 
ert Shaplen  summed  it  up  very  well: 
"It  was  part  of  the  money-mad  mood 
that  Wall  Street's  carelessness  .  .  .  was 
an  open  invitation  for  someone  to 
come  along  and  fool  it." 

In  fooling  Wall  Street  and  the  in- 
vesting public,  both  nnen  played  fun- 
damentally implausible  games.  Kreu- 
ger convinced  most  of  the  world  that 
the  mundane  match  business— his  "lit- 
tle wooden  soldiers"— could  be  made 
to  yield  extraordinary  profits  under 
his  genius.  Goldblum  persuaded  a  la- 
ter generation  that  the  mundane  in- 
surance business  could  do  the  same. 

Said  Stanley  Goldblum  in  1969 
about  his  geometric  growth:  "We've 
grown  [that  way]  because  we 
planned  it  that  way." 

Next  time  you  hear  somebody  talk 
like  that,  remember  Goldblum  and 
keep  your  hand  on  your  wallet.  ■ 
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That  Bonny,  Bonny  Oil 

The  Scottish  Nationalists  are  counting  their  oil  wells  before 
they  are  hatched. 


Oil  is  powerful  stuff.  It  makes  lions 
squeak  like  mice  and  mice  roar  like 
lions.  It  turns  Kuwait,  until  fairly  re- 
cently a  fly-specked  corner  of  the 
British  Empire,  into  a  major  financial 
power.  Oil  makes  cravens  of  the  once- 
proud  powers  of  Europe. 

It  has  given  a  mighty  impetus  to 
Scottish  nationalism.  Off  Scodand's 
shores  lie  at  least  20  billion  barrels 
of  oil— probably  40  billion,  maybe 
even  100  billion  (Saudi  Arabia  holds, 
conservatively  estimated,  138  billion 
barrels).  By  1980  this  oil  could  be 
flowing  to  world  markets  at  a  rate 
calculated  to  turn  Britain's  crushing 
payments  deficit  into  a  surplus:  al- 
most 3  million  barrels  a  day,  worth 
at  least  $10  billion  at  current  prices. 

Until  two  years  ago,  Scottish  Na- 
tionalism was  a  fringe  kind  of  thing, 
appealing  to  a  handful  of  right-wing 
intellectuals.  Oil  prospects  have 
changed  all  that.  In  last  month's 
election,  the  Scottish  Nationalist  party 
polled  30.4%  of  the  popular  vote 
and  collected  11  seats  in  Parliament. 
This  put  them  second  only  to  Labour 
in  the  popular  vote,  although  Labour, 
with  41,  and  the  fading  Conserva- 
tives, with  16,  hold  more  Scottish 
seats.  The  important  thing  is  that  the 
Scots  Nats  are  now  the  runner-up  and 
emergent  party  in  39  other  constitu- 
encies out  of  Scodand's  71.  Whatever 
Scottish  nationalism  means,  and  even 
Scots  Nats  supporters  differ,  one  thing 
is  sure:  It  has  to  do  with  oil.  The 
Scots  Nats  are  determined  to  keep 
much  of  the  new  oil  wealth  at  home. 

Too  Soon? 

Actually,  everyone,  including  the 
Scots  Nats,  are  counting  their  oil  wells 
before  they  are  drilled.  Before  the  oil 
wealth  becomes  a  reality,  somebody 
will  have  to  finance  it.  North  Sea  oil, 
because  of  the  depth  of  the  deposits 
as  well  as  horrendous  weather,  is 
the  most  expensive  oil  yet  found  any- 
where. Investment  costs  run  fifty 
times  those  of  the  Arabian  Middle 
East  and  even  top  those  incurred  on 
Alaska's  barren  North  Slope.  The  pro- 
duction target  for  1980  of  3  million 
barrels  a  day  will  necessitate  invest- 
ment at  current  estimates  of  $6  bil- 
lion. But  delays  in  getting  equipment 
positioned  for  production  are  driving 
costs  up  daily.  British  Petroleum  Corp. 
alone  now  finds  it  has  to  lay  out  $1.5 
billion  to  develop  its  Forties  field, 
where  two  years  ago  its  estimate  of 
investment  was  $840  million. 
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Since  the  total  lendable  capital  in 
the  Scottish  banking  community 
amounts  to  only  $3.4  billion,  it  is  clear 
that  Scotland  alone  could  not  devel- 
op "its"  oil.  The  big  British  banks  have; 
lendable  capital  of  almost  $100  bil- 
lion, but  no  wish  to  put  too  many  eggs 
in  the  North  Sea  basket.  The  fact  is 
that  developing  North  Sea  oil  de- 
pends on  tapping  the  international 
pool  of  capital  known  as  the  Euro- 
dollar or  Eurocurrency  market. 

Complicating  matters  is  the  La- 
bour government's  pledge  to  take 
over  51%  of  the  oil.  What  that  means, 
of  course,  is  that  the  North  Sea  will 
be  a  very  limited  and  tightly  con- 
trolled bonanza  from  the  standpoint 
of  private  profits.  John  Campbell  of 
Edinburgh's  Noble,  Grossart,  which 
bills  itself  as  the  first  totally  Scottish 
merchant  bank,  says:  "The  days 
when  you  can  make  a  tremendous  bo- 
nanza are  over.  It  is  politically  unac- 
ceptable to  make  big  profits." 

The  British  government,  initially 
lenient  in  its  tax  and  lease  terms  to 
encourage  the  oil  companies  to  drill 
and  produce  as  quickly  as  possible, 
has  now  announced  it  will  tighten 
up  on  its  tax  policies.  Just  how  much 
it  has  yet  to  say,  but  proposals  are 
leaking  out  of  the  Treasury  that  each 
oil  field  will  be  taxed  individually, 
so  that  further  exploration  and  devel- 
opment of  new  discoveries  cannot  be 
charged  against  income  from  a  pro- 
ducing field.  Such  a  tax  would  tend 
to  discourage  exploration  in  the  North 
Sea.  In  which  case,  the  reserve 
trapped  in  its  seabed  could  wait  de- 
cades for  development. 

The  paradox  is  that  slowing  oil- 
field exploration  and  development 
would  be  quite  agreeable  to  the  Scot- 
tish Nationalists,  whose  recent  elec- 
tion manifesto  called  for  annual  out- 
put from  the  "Scottish"  sea  of  only 
1  million  barrels  a  day.  Nothing  was 
said  as  to  how  this  low  rate  of  pro- 
duction might  square  with  paying 
back  money  borrowed  to  develop  the 
North  Sea.  Even  Scotsmen  favorably 
disposed  toward  the  nationalist  move- 
ment admit  that  its  economic  pro- 
gram is  plain  silly.  But  political  fan- 
tasies not  taken  seriously  have  tended 
to  become  monsters  in  recent  history. 

Scodand,  home  of  10%  of  55  mil- 
lion British,  has  been  a  depressed 
area  in  recent  years.  Its  dependence 
on  heavy  industry  was  fueled  by  coal 
and  so,  ironically,  it  was  the  ascen- 
dancy of  oil  that  spelled  its  decline 
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in  the  20th  century.  For  most  of  this 
century,  Scotland's  unemployment  has 
been  roughly  double  the  U.K.  na- 
tional average.  So  heavy  was  the  drain 
of  emigration  in  the  1920s  that  Scot- 
land's population  actually  declined. 
The  pattern  after  World  War  II  has 
been  one  of  incentives  from  London 
for  manufacturers  to  build  their  plants 
in  Scotland,  for  massive  aid  to  Scot- 
land's shipbuilding— no  longer  com- 
petitive with  Scandinavian,  to  say 
nothing  of  Japanese.  Nevertheless, 
Scotland  has  remained  depressed. 

Many  of  the  5.2  million  Scots, 
therefore,  look  longingly  at  Norway, 
where  4  million  people  share  the  $7 
billion  worth  of  oil  and  where  in- 
come taxes  have  already  been  re- 
duced. "Cultivate  your  own  garden," 
is  the  message.  "The  people  of  Scot- 
land look  around  and  see  Denmark 
and  Finland  and  even  little  Iceland 
as  independent  nations,"  says  an  Edin- 
burgh businessman.  "The  new  Afri- 
can states  have  almost  no  people  at 
all.  If  these  people  can  have  free- 
dom, so  can  we." 

Touch  Of  Reality 

To  be  fair,  cooler  heads  may  pre- 
vail in  Scotland.  One  of  the  coun- 
try's most  astute  men  is  Thomas  H. 
Walker,  retired  general  manager  of 
the  Bank  of  Scotland,  and  chairman 
.of  the  International  Energy  Bank,  an 
oil-financing  consortium  headed  by 
the  Bank  of  Scotland.  "I'm  not  with- 
out sympathy  for  national  fervor," 
says  Tom  Walker.  "But  keep  it  in 
perspective.  What  self-government 
means  I  don't  know.  If  it  contributes 
to  making  the  whole  U.K.  economy 
more  effective,  then  I'm  for  it."  Walker 
favors  developing  Scottish  expertise 
in  oilfield  services,  especially  the  new 
drilling  and  production  technologies. 
Professor  Donald  Mair  of  Heriot-Watt 
University— partially  named  after 
Scotsman  James  Watt,  inventor  of  the 
steam  engine— agrees.  As  he  puts  it, 
"We've  got  a  tradition  of  inventive- 
ness and  engineering." 

Such  reflections  are  pleasant  as 
dreams  of  an.  independent  Scotland. 
But  the  world  is  a  hurrying  place, 
and  Scotland  and  Britain  better  move 
quickly.  If  oil  prices  stay  high,  other 
flows  of  oil  will  come  along.  Mexico 
is  just  one  possibility.  As  Richard 
Funkhouser,  an  oil  expert  recently  ap- 
pointed as  U.S.  Consul  General  in 
Edinburgh,  says:  "I'm  one  of  those 
who  think  the  youth  of  North  Sea  oil 
will  be  better  than  its  old  age.  Be- 
cause we're  going  to  lick  the  energy 
problem,  oil  will  be  available." 

And  so,  while  socialists  and  na- 
tionalists argue  over  the  as  yet  non- 
|  existent  spoils,  Britain's  last  chance 
play  be  slipping  away.  ■ 
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Irony 


Could  Jim  Barker's  success  at 
Mooremack  lead  to  his  downfall? 


On  top  of  his  other  troubles  George 
Scharffenberger,  president  of  City  In- 
vesting Corp.,  must  be  brooding  about 
his  terrible  timing  in  selling  control 
of  Moore  McCormack  Resources.  Af- 
ter controlling  Mooremack  for  nearly 
six  years,  Scharffenberger,  to  raise 
badly  needed  cash,  sold  City's  26.5% 
control  to  Mooremack  this  year  for 
just  about  what  City  paid  for  the 
stock  in  1968,  $25.50  a  share.  Recent- 
ly, the  stock  was  past  $29. 

Mooremack  may  earn  better  than 
$9  a  share  this  year,  double  1973's 
net.  Says  Chief  Executive  Officer 
James  R.  Barker,  now  master  in  his 
own  house:  "The  timing  of  every- 
thing has  been  super." 

Barker  first  came  in  as  a  consultant 
and  was  invited  by  Scharffenberger 
to  carry  out  the  plan  he  laid  out  for 
the  company.  Barker  took  Mooremack 
out  of  the  unprofitable  North  Atlantic 
trade.  He  sold  off  the  last  of  Moore- 
mack's  passenger  ships.  He  brought 
the  South  American  and  African 
routes  back  to  profitability  by  cutting 
sailings  and  unitizing  cargoes.  He  ne- 
gotiated trade  agreements  with  Bra- 
zil and  Argentina  that  guaranteed 
Mooremack  40%  of  the  general  cargo 
market.  Says  Barker:  "McCormack 
had  simply  ballooned  in  the  great 
years  of  U.S.  shipping.  One  lesson  I 
learned  was  not  to  be  overstaffed." 

In  1971  Mooremack  turned  the 
corner  and  earned  $2  million  on  sales 
of  $56  million.  Earnings  have  doubled 
each  year  since,  and  revenues  will  be 
over  $200  million  this  year. 

Mooremack  is  a  very  different  com- 
pany than  in  the  pre-Barker  days. 
With  Paul  R.  Tregurtha,  a  Harvard 
classmate  he  had  brought  in  from 
Brown  &  Sharpe  Manufacturing  Co., 
Barker  decided  Mooremack's  future 
lay  in  owning  and  managing  some  of 
the  resources  it  transported.  "We 
didn't  see  the  boom  in  commodities 
coming,"  says  Barker.  "We  just  fig- 
ured we  understood  the  fundamentals 
of  both  industries,  and  that  with  the 
use  of  government  debt  we  could  put 
some  long-term  deals  together." 

Barker's  first  step  was  to  create  an 
energy  division.  One  goal,  with  gov- 
ernment help,  is  to  build  small  tank- 
ers, which  can  shuttle  oil  from  off- 
shore refineries  partially  financed  by 
Mooremack.  Three  tankers,  all  of 
which  have  been  chartered  out  to 
Shell,  are  under  construction  so  far. 

In  1973  Barker  acquired  from  Dia- 
mond Shamrock,  for  $68  million  in 


cash  and  preferred  stock,  Cleveland- 
based  Pickands  Mather  &  Co.  PM  is 
a  well-run  operator  of  iron,  coal  and 
other  mineral  mines.  It  operates  a 
dozen  bulk  carriers  on  the  Great  Lakes. 
It  owns  enough  pieces  of  mines 
around  the  world  to  make  it  the 
seventh-largest  iron  ore  producer. 

Buying  Pickands  Mather  was  like 
coming  home  to  Barker.  He  had 
worked  as  a  deckhand  on  PM's  boats 
during  school  vacations,  and  worked 
after  college  as  a  PM  executive.  Luck- 
ily for  Barker,  the  upsurge  in  steel 
output  came  about  the  same  time 
as  the  takeover.  PM  is  now  produc- 
ing 39%  of  Mooremack's  sales,  more 
than  60%  of  its  pretax  income. 

The  Barker-Tregurtha  plan  calls 
for  Mooremack  to  become  a  low-risk 
yet  highly  leveraged  company,  using 
government  guarantees  for  shipbuild- 
ing on  one  hand  while  pushing  equity 
capital  into  new  ventures  on  the  oth- 
er. PM  is  taking  15%  of  a  new  iron- 
ore-pelletizing  complex  in  Minnesota 
and  will  spend  millions  looking  for 
iron  ore  in  Africa's  Ivory  Coast. 

Claim  Protection? 

Mooremack  has  launched  a  $200- 
million  maritime  expansion  program, 
which  includes  building  two  new  ore- 
boats  and  the  lengthening  of  C-4 
ocean  freighters.  Thanks  to  govern- 
ment financing,  only  $120  million  of 
the  cost  will  appear  on  the  balance 
sheet.  Barker  says  he  intends  to  settle 
for  a  lower  return  on  capital,  4%  after 
taxes,  in  order  to  obtain  safety  in 
long-term  contracts.  "With  our  mar- 
ket risk  laid  off  that  way,  we  fully 
intend  to  take  our  debt-to-equity  ra- 
tio high,  perhaps  over  60%,  and 
keep  it  high,"  says  Barker. 

Alas.  Given  Mooremack's  earnings 
growth  and  decreased  capitalization, 
down  from  2.4  million  to  1.8  million 
shares,  it  could  be  high  on  some- 
one's takeover  list.  Gone  is  the  pro- 
tection that  came  from  a  big  friendly 
stockholder  like  City  Investing. 

The  risk  receded  a  bit  last  month 
as  Mooremack  stock  tacked  on  nine 
points,  partly  in  response  to  word  that 
copper,  zinc  and  silver  had  been 
found  on  a  claim  belonging  to  a  joint 
venture  half -owned  by  Pickands.  The 
higher  the  stock  price,  of  course,  the 
tougher  a  takeover  would  be.  But  at 
less  than  four  times  earnings,  and 
with  all  that  ore  in  the  ground,  Bar- 
ker continues  to  keep  a  nervous  eye 
on  his  stockholder  list.  ■ 
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MCA:  Superstar 

For  a  long  time  now, 

MCA  has  been  Hollywood's  star  performer. 

Now  it  is  going  for  superstar  status. 


Movie  companies  typically  concen- 
trate on  trying  to  hit  home  runs,  to 
come  up  with  the  box-office  block- 
buster. Often  they  strike  out.  Which 
is  why  they  so  often  show  losses. 

MCA  Inc.  plays  a  more  cautious 
game.  It  tries  to  make  first  base  as 
often  as  it  can  with  solid  singles  and 
well-placed  bunts.  Its  Universal  Pic- 
tures subsidiary  tries  for  an  even  bar- 
rage of  successful  if  unspectacular 
films.  This  has  made  MCA  unique  in 
Hollywood.  It  is  just  about  the  only 
movie-based  entertainment  company 
that  has  a  respectable  record  of 
growth  and  profitability. 

But  MCA  can  really  smash  them 
out  now  and  then.  Right  now  its 
film  The  Sting  is  a  real  home  run:  It 
will  earn  an  estimated  $100  million 
in  revenues  during  its  two-year  initial 
release  period.  The  Sting  cost  under 
$6  million  to  make,  plus  another,  say, 
$15  million  to  distribute  and  pro- 
mote. Thanks  mainly  to  this  film, 
MCA's  revenues  will  rise  about  30%, 
to  well  over  $500  million  this  year, 
and  its  profits  will  almost  double,  from 
$3.06  to  at  least  $5.75  per  share.  That 
on  top  of  gains  Of  over  20%  in  1973. 

Lew  R.  Wasserman,  61,  chairman 
and  chief  executive  of  MCA,  is  a  tall, 
thin  man  who  seems  to  glide  in  per- 
petual motion  about  his  office  on  the 
15th  floor  of  the  tall,  black  MCA 
Building  in  Universal  City,  Calif.  All 
the  while,  he's  twinkling. 

Money  Magic 

Wasserman  is  twinkling  about  more 
than  his  big  hit  movie.  He  is  twinkling 
about  his  gold-plated  balance  sheet 
in  an  industry  where  bankruptcy  is 
often  only  one  movie  flop  away. 

Wasserman  is  making  wise  use  of 
his  current  cash-rich  situation:  He's 
slashing  debt.  "We  have  reduced 
long-term  debt  from  $100  million  to 
$52  million  since  March,"  he  says, 
"and  we'll  reduce  it  more  if  we  can. 
We'd  like  to  have  no  debt."  The  com- 
pany has  prepaid  all  installments  due 
through  1979.  This  saves  some  $6 
million  pretax  per  year  in  interest. 
This  in  an  industry  where  debt  com- 
monly exceeds  50%  of  total  capital. 

Not  only  is  The  Sting  doing  well 
at  the  box  office,  but  the  movie's 
sound  track  is  selling  like  crazy  on 
U.S.  record  racks.  In  the  first  half  of 
the  year  it  contributed  over  $3  million 
to  MCA  Records'  revenues. 


"The  Sting  is  an  inordinate  suc- 
cess," admits  Wasserman.  "But,"  he 
stresses,  "we've  had  other  successes."' 
Among  them,  and  contributing  might- 
ily at  the  moment,  is  American  Graf- 
fiti, a  film  that  cost  the  company  a 
mere  $800,000  to  produce  and  will 
bring  in  about  $35  million.  It  too,  of 
course,  has  a  sound  track,  and  the  al- 
bum from  the  sound  track  has  sold 
over  1  million  copies,  qualifying  it  for 
platinum  status.  Other  recent  suc- 
cesses include  Jesus  Christ  Superstar 
(movie  and  album),  The  Day  of  the 
Jackal,  High  Plains  Drifter  and  several 
of  popular  singer  Elton  John's  records. 

Movies  and  records  are  not  the 
whole  story;  MCA  also  dominates  in 
television  films.  It  produces  program- 
ming for  13  hours  of  regularly  sched- 
uled network  prime  time,  while  its 
closest  competitor,  Columbia  Pictures, 
produces  only  4/2  hours.  And  MCA 
makes  buckets  of  money  selling  older 
shows  to  local  stations  after  their  runs 
on  the  networks. 

What's  behind  the  new  successes? 

"Just  lucky,  I  guess,"  twinkles  Lew 
Wasserman. 

But  there's  more  to  it  than  that. 
The  indications  are  that  MCA  is  step- 
ping up  the  scale  of  its  moviemaking 
and  record  activities.  Wasserman  has 
been  busy  picking  up  talent  from 
rivals.  In  1972,  for  example,  after  the 
Richard  Zanuck-David  Brown  team 
left  Warner  Communications  not  long 
after  losing  a  power  struggle  at 
Twentieth  Century-Fox,  MCA  signed 
them  to  produce  20  movies  in  a  five- 
year  period.  One  result  is  The  Sting. 
The  team  has  a  record  of  successes 
that  include  The  Sound  of  Music, 
Butch  Cassidy  and  the  Sundance  Kid, 
Planet  of  the  Apes  and  The  French 
Connection. 

Another  example  is  John  (Mike) 
Maitland,  former  head  of  Warner 
Communications'  record  division, 
whom  Wasserman  lured  to  MCA  in 
1970.  "He  is  regarded  as  one  of  the 
best  in  the  business,"  says  Alan  Sny- 
der, a  security  analyst  with  Rowe  & 
Pitman  in  San  Francisco.  "The  for- 
mer heads  of  five  other  movie  and 
TV  studios  are  also  working  for 
MCA,"  Snyder  adds,  "and  William 
Friedkin,  who  directed  The  Exorcist 
for  Warner,  is  now  going  to  do  some 
work  for  MCA."  The  company  seems 
more  than  willing  to  pay  for  talent, 
too.  It  recently  signed  a  record-break- 


Singer  Elton  John 


Robert  Redford  in  "The  Sting" 

ing    $8-million    contract    with    singer 
Elton  John. 

Snyder,  who  has  been  following  the 
company  for  British  investors  for  some 
time,  thinks  its  ability  to  attract 
talent  is  a  matter  of  style  as  well  as 
money.  "If  some  company  offers  you 
$150,000  and  another  offers  $160,000, 
it  is  not  the  extra  $10,000  that  is  the 
deciding  factor.  It's  whether  or  not 
you  like  the  people  you're  negotiating 
with,  and  whether  or  not  the  company 
is  a  good  place  to  work."  MCA  ap 
parently  is  a  place  where  a  writer  or 
director  can  expect  a  minimum  of  in- 
terference—as long  as  he  stays  within 
the  budget. 

Another  ingredient  of  MCA's  suc- 
cess is  Wasserman's  Insistence  on  el 
ficient  product  ion  and  strong  finan 
cial  controls.  When  movies  aren't  be- 
ing filmed  at  its  studios,  TV  shows 
are,  and  all  the  while  tourists  are 
shelling  out  $2.50  to  $4.75  a  head  foi 
;t  behind-the-scenes  tour, 
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Typecasting.  If  you  still  think  of 
the  Hollywood  mogul  as  a  cigar- 
chomping,  overweight  and  overage 
playboy,  then  you  haven't  met  Lew 
Wasserman.  The  slim  MCA  boss  is  a 
low-keyed  man  who  starts  work  at 
5  a.m.  and  rarely  stops.  "I've  never 
played  a  round  of  golf  or  a  game  of 
tennis,"  he  says,  "but  I  have  seen 
nearly  every  movie  and  TV  show 
made  since  the  mid-Thirties." 


Another  important  example  of  Was- 
serman's  insistence  on  efficiency  is  a 
recent  reorganization  at  MCA  Rec- 
ords. The  subsidiary,  which  had  been 
comprised  of  several  small  semi-inde- 
pendent companies  with  their  own 
labels,  was  completely  overhauled  be- 
tween 1970  and  1972.  "MCA  believed 
it  could  achieve  a  far  lower  overhead 
than  is  traditional  in  the  industry," 
says  one  analyst.  It  centralized  distri- 
bution and  production,  extended  con- 
trol over  all  the  groups,  dropped  all 
but  two  labels.  Pretax  operating  mar- 
gins have  since  improved  from  10%  to 
an  unheard  of  20%. 

Along  with  its  own  strengths,  MCA 
is  benefiting  right  now  from  industry 
trends.  Movie  attendance  is  up  20% 
over  last  year,  advertising  dollars  are 
flowing  to  television  more  freely  than 
in  recent  years  and  records  have  not 
yet  stopped  selling. 

"Inflation  apparently  is  causing  the 
consumer  to  downshift  his  lifestyle," 
says  analyst  Mario  Gabelli  of  Loeb 
Rhoades.  "Instead  of  going  skiing  or 
seeking  some  other  form  of  entertain- 
ment, he's  attending  movies."  He  may 
also  be  doing  more  home  entertaining, 
and  thus  continues  to  buy  records. 

Wasserman  agrees  that  the  econo- 
my is  a  factor:  "Historically,  motion 
picture  attendance  has  shown  marked 
improvement  during  troubled  econom- 
ic conditions,  and  conditions  certainly 
have  been  troubled  for  some  time." 

MCA's  reputation  harks  back  to 
the  days  when  the  movie  industry 
met  hard  times.  Wasserman  and  the 
company's  founder,  Jules  Stein,  were 
among  the  first  in  Hollywood  to  see 
TV  as  an  opportunity  rather  than  a 
•threat.  At  the  time,  MCA  was  a  tal- 
ent agency  with  many  out-of-work 
clients.  To  give  them  work,  it  began 
producing  TV  shows.  Eventually  it 
got  out  of  the  agency  business  and 
into  records  and  moviemaking. 

Later  Wasserman  added  Spencer 
Gifts,  a  mail-order  and  retail  opera- 
tion. "We  believe  that  ultimately 
stores  in  shopping  malls  and  direct 
mail  are  forms  of  marketing  we  will 
need  in  our  overall  thinking,"  he  ex- 
plains. Last  year  the  subsidiary  con- 
tributed 19%  to  sales  and  16%  to  op- 
erating income.  This  year  earnings 
from  Spencer  Gifts  are  expected  to 
remain  at  1973  levels  because  of  high- 
er postage  and  paper  costs. 


MCA's  forthcoming  contribution 
to  the  current  spate  of  disaster 
films,  Earthquake,  features  the 
destruction  of  Los  Angeles.  Its  spe- 
cial gimmick:  a  sound-wave-making 
device  used  in  the  theater  to  give 
the  audience  the  clear  feeling  that 
their  seats  are  vibrating. 


While  no  one  is  predicting  another 
Sting  next  year,  there  are  signs  that 
the  company  has  reached  a  new  pla- 
teau in  the  movie  side  of  its  business. 
"It's  a  matter  of  success  feeding  itself," 
says  one  analyst.  "They  are  getting 
more  and  better  scripts  now  than  they 
did  in  the  past.  Writers  see  that  MCA 
knows  how  to  make  things  go,  and 
since  they  want  to  go  with  a  winner, 
scripts  are  gravitating  their  way.  The 
same  thing  is  true  in  records.  If  a 
company  has  one  big  star  who  is  do- 
ing well,  it  attracts  others." 

Sidney  J.  Sheinberg,  39,  who  be- 
came president  of  MCA  last  year 
after  making  the  television  operation 
what  it  is  today,  puts  it  a  little  dif- 
ferently. "It's  a  matter  of  favorable 
lead  time."  Sheinberg  doesn't  twinkle, 
but  he  does  lace  his  conversation  with 
laughter  while  revealing  his  legal 
background  by  hedging  everything  he 
says.  "The  greater  number  of  films 
you  can  find  that  are  worth  making, 
the  greater  freedom  you  have  in  de- 
termining when  they  should  be  re- 
leased and  how  they  should  be  re- 
leased. You  can  spend  more  time  do- 
ing careful  post-production  planning 
and  marketing  planning." 

Seed  Corn 

With  its  powerful  balance  sheet  (it 
has  over  $200  million  in  equity  capi- 
tal), MCA  is  able  to  invest  in  the  fu- 
ture. It  is  currently  putting  money 
into  the  promising  but  still  undevel- 
oped home  video  market.  The  day 
may  not  be  far  distant  when  people 
can  play  movies  of  all  lands  on  a 
home  player  much  as  they  now  play 
records.  In  September  Wasserman 
signed  an  agreement  with  Philips, 
the  big  Dutch  electronics  firm,  for 
a  joint  venture  in  the  field.  Philips 
will  make  the  home  players,  and 
MCA  will  provide  the  entertainment 
material.  The  latter  will  be  recorded 
on  small  discs  that  can  be  rolled  up 
and  mailed  in  a  small  tube  to  the  con- 
sumer, who  presumably  could  order 
them  through  a  catalogue  as  well  as 
buy  them  in  the  stores.  Among  other 
things,  this  would  create  a  new  source 
of  revenue  from  MCA's  big  and  grow- 
ing library  of  old  films— as  well  as  a 
new  source  of  business  for  Universal 
Studio's  stages. 

You  wouldn't  know  all  this  was  go- 
ing on  just  from  looking  at  MCA's 
stock.  It  currently  sells  for  just  four 
times  probable  1974  earnings  and  at 
a  discount  from  its  obviously  under- 
stated book  value  (which  makes  no 
allowance  for  the  value  of  old  films 
and  carries  some  rich  land  holdings 
at  historic  cost).  Obviously  investors, 
if  they  think  of  MCA  at  all,  think  of 
it  as  just  another  movie  company. 
They  couldn't  be  more  wrong.   ■ 
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The  Great  American 
House  Party  Is  Over 


The  housing  industry  may  get  sicker  before  it  gets  better,  and  even 
when  it  gets  better,  it's  not  going  to  be  its  old  expansive  self. 


If  you  are  counting  on  a  strong 
pickup  in  housing  to  take  some  of 
the  sting  out  of  the  current  reces- 
sion, the  best  advice  is:  Forget  it,  it 
isn't  going  to  happen. 

In  1972,  its  best  year  ever,  the 
housing  industry  started  2.4  million 
units,  excluding  576,000  mobile 
homes.  By  August  of  this  year,  the 
annual  rate  was  down  to  around  1.1 
million.  "Before  this  is  over,"  says 
Los  Angeles  builder  Ray  A.  Watt, 
"we  could  be  down  to  a  500,000- 
unit  rate  for  conventional  homes." 
That  would  represent  a  decline  of 
nearly  80%.  Eighty  percent!  This  is 
not  a  recession;  it's  a  depression. 

In  the  past,  as  the  economy  has 
slowed  down,  housing  has  often 
picked  up.  It  may  not  happen  so 
neatly  this  time.  "There  is  no  way," 
says  Eugene  Conatser,  director  of 
economic  research  for  the  Bank  of 
America,  "that  the  Sixties  will  be  re- 
peated in  the  Seventies  so  far  as 
housing  is  concerned.  Housing  has  to 
learn  to  live  in  a  new  environment." 

This  is  bad  news  for  a  great  many 
Americans;  in  spite  of  the  slowdown 
in  the  birthrate,  the  family  formation 
rate  remains  high,  a  reflection  of  the 
high  post-World  War  II  birthrate.  It 
is  obviously  bad  for  those  who  want 
to  buy  a  house  any  time  soon.  It  is 
going  to  be  equally  bad  for  those 
who  intend  to  rent  houses  or  apart- 
ments; with  demand  overtaking  sup- 
ply, rents  can  go  only  one  way— up. 


For  remember  this: 

At  current  rates  of  production,  new 
housing  has  already  dropped  close  to 
the  replacement  rate,  since  older  units 
are  scrapped  at  an  annual  rate  of 
around  800,000  units.  A  conserva- 
tive estimate  of  the  need  for  new 
housing  in  the  U.S.  is  2.5  million  units 
a  year;  the  present  rate  of  building  is 
barely  half  of  that. 

Bringing  Forth  A  Mouse 

In  his  economic  address  to  the  na- 
tion early  last  month,  President  Ford 
spoke  of  channeling  an  additional  $3 
billion  into  housing  through  the  so- 
called  Tandem  Plan.  Put  simply,  the 
Tandem  Plan  involves  borrowing  by 
government  agencies  such  as  the  Gov- 
ernment National  Mortgage  Associa- 
tion (GNMA).  The  agencies  make 
commitments  to  buy  Federal  Housing 
Authority  and  Veterans  Administra- 
tion mortgages  on  new  housing  at 
interest  rates  below  the  current  mar- 
ket. Thus  builders  are  quickly  assured 
of  at  least  some  long-term  financing. 
After  completion  of  construction, 
GNMA  typically  holds  the  mortgages 
only  a  short  time  before  auctioning 
them  off  at  prevailing  market  prices; 
usually  the  Government  takes  a  loss 
on  the  sale. 

However,  this  $3  billion  is  the 
merest  drop  in  the  bucket;  it  might 
finance  an  additional  100,000  or  so 
units.  An  earlier  federal  infusion  of 
$10  billion  has  not  been  much  help, 


and  the  small  scale  of  Ford's  request 
was  a  bad  blow  to  builders.  "God 
help  us!"  exclaimed  one,  after  watch- 
ing the  President  on  television. 

Why  is  housing  worse  off  than  any 
other  business?  Because  no  other  in- 
dustry relies  as  heavily  on  borrowing 
as  does  building,  where  until  recently 
up  to  90%  and  more  of  the  cost  was 
borrowed.  The  trouble  with  housing 
today  is  that  it  has  too  many  com- 
petitors for  money.  So  when  the  gov- 
ernment barges  in  to  help  housing, 
the  move  impacts  all  interest  rates. 
Like  a  drum,  if  you  strike  the  econ- 
omy in  one  place  it  reverberates 
throughout. 

Every  penny  the  Government   bor- 
rows—for any  purpose— adds  to  pres 
sures  on  the  capital  market  and  keeps 
interest  rates  high.  James  Lynn,  Secre 
tary  of  the   Department   of   Housing' 
&     Urban     Development     said     it     all 
when  he  told   Forbes:    "There   is   no 
way   to   get   housing   starts    back    to 
the    2-million    level    without    drh 
all  interest  rates  ont  of  sight."  Sunn 
experts  figure  it  would  take  up  to  $50 
billion  in  Tandem  Plan  monej   to  uet 
housing  starts  back  to   1972  levels. 

In  the  boom  1972  year,  the  so 
called  thrift  institutions  savings  & 
loans  and  mutual  saving!  banks  put 
a  net  of  $32.3  billion  in  new  in<>ue\ 
into  residential  housing.  This  yeai 
they  will  do  well  to  provide  around 
half  that  amount.  Instead  (•!  putting 
money  into  the  S&Ls,  the  small  saver 
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has  been  taking  money  out.  He  has 
been  going  after  higher  yields  on 
Treasury  bills  or  certificates  of  de- 
posit. Or  he  has  gone  into  money  mar- 
ket mutual  funds.  Anything  to  beat 
the  5H%  passbook  rate  that  savings 
&  loans  are  limited  to  by  law.  Even 
the  7%%  four-year  savings  certificates 
haven't  been  able  to  stem  the  tide. 

The  New  York  Stock  Exchange  re- 
cently estimated  that  the  American 
economy  would  require  $4,700  billion 
(sic)  for  capital  in  the  next  12  years; 
it  can  produce  at  best  about  $4,050 
billion.  That  leaves  a  shortfall  of 
$650  billion— $55  billion  a  year  on 
average.  Housing,  being  dependent  on 
the  small  saver  for  its  capital,  may 
well  bear  the  brunt  of  the  shortfall. 
For  how  can  the  small  individual,  his 
income  squeezed  by  the  cost  of  living, 
increase  his  rate  of  saving? 

For  a  while,  the  housing  market  got 
a  big  infusion  from  the  commercial 
banks,  attracted  by  high  interest  rates 
and  good  security;  in  1973  the  com- 
mercials put  in  $12.2  billion  in  net 
new  money.  But  with  capital  markets 
overtaxed,  the  commercial  banks  have 
been  strained  to  the  limit  to  do  their 
normal  job,  which  is  financing  com- 
merce and  industry. 

Pension-plan  money?  Perhaps  one 
day  this  growing  pool  of  capital  may 
be  tapped  for  home  mortgages.  But 
housing  will  have  to  compete  with 
energy,  utilities  and  heavy  industry; 


for    the    immediate    future,    pension 
funds  won't  help  much. 

During  the  big  housing  boom  of 
the  Sixties  and  early  Seventies  a 
good  part  of  the  impetus  came  from 
large  American  corporations.  They 
saw  rightly  there  was  a  tremendous 
market  there.  Rightly,  too,  they  saw 
that  large-scale  housing  required  the 
land  of  big  money  that  only  they  could 
mobilize.  Boise  Cascade  jumped  in 
with  both  feet.  CNA  Corp.  went  in 
big.  So  did  Westinghouse,  ITT,  Amer- 
ican Cyanamid,  Inland  Steel,  City  In- 
vesting and  American  Standard.  But 
these  giant  newcomers  did  not  really 
understand  the  business;  nor  did  they 
foresee  what  tight  money  would  do 
to  it.  The  overwhelming  majority  in- 
curred sizable  losses.  When  the  books 
are  finally  cleared,  total  losses  will 
run  into  hundreds  of  millions.  End 
of  chapter.  The  big  corporations 
have,  with  few  exceptions,  decided 
they  have  better  things  to  do  with 
their  cash  and  their  credit. 

"Raging  Bargains" 

The  situation  is  the  more  distress- 
ing for  Americans  in  view  of  the  su- 
perb housing  that  the  nation  en- 
joys. Other  countries— Germany,  Swe- 
den, Switzerland  and,  to  a  degree, 
Japan— now  enjoy  as  high  an  overall 
standard  of  living  as  does  the  U.S.  But 
none  of  them  is  on  average  as  well 
housed.    Just    a    year    ago,    Forbes 


pointed  out:  "Sky-high  as  U.S.  hous- 
ing costs  have  gone,  they  are  raging 
bargains  compared  with  those  in  Eu- 
rope, where  an  ordinary  suburban 
house  can  cost  $100,000  and  more." 
The  typical  Japanese  family  is  crowd- 
ed into  a  few  rooms.  Only  in  America 
is  the  typical  middle-class  family  able 
to  afford  a  four-bedroom,  two-bath 
house  on  a  quarter  acre.  Even  in  Aus- 
tralia, where  living  standards  are 
high,  land  plentiful  and  home  owner- 
ship an  article  of  faith,  the  typical 
family  lives  in  a  small  house  on  a 
small  plot.  An  Aussie  junior  executive 
would  regard  a  New  York  police- 
man's suburban  home  as  the  height 
of  luxury. 

What  is  ending  here  is  an  almost 
unbelievable  housing  boom.  Since 
1960  the  U.S.  stock  of  housing  has 
grown  from  58  million  units  to  72  mil- 
lion despite  a  stepped-up  rate  of 
abandonment  of  old  and  substandard 
houses.  We  got  not  only  more,  but 
better.  Two-car  garages,  2/2  bath- 
rooms and  central  air-conditioning 
have  become  the  suburban  norm.  Be- 
tween 1971  and  1973  living  space  in 
the  typical  new  home  grew  at  4%  a 
year,  to  reach  1,660  square  feet. 

It  couldn't  go  on  forever.  Usable 
land  began  to  get  scarce,  material 
costs  went  up  and  labor  costs  have 
been  soaring.  Journeyman  carpenters 
in  Suffolk  County,  N.Y.  earned  $5.94 
an    hour   in   wages    and   benefits    in 
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THE  CHANGING  MIX  IN  HOME  CONSTRUCTION 

Thanks  to  the  changing  economics  of  housing,  construction  of  single- 
family  homes  is  waning.  Multiple-unit  dwellings  and  mobile  homes  are 
commanding  a  steadily  larger  share  of  housing  starts.  By  1980,  experts 
predict,  the  single-family  home  will  no  longer  be  the  king  of  shelter. 
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1954;  now  the  figure  is  $12.60.  A 
home  that  would  have  cost  $24,600 
seven  years  ago  today  costs  $38,700. 

That  might  have  been  bearable 
had  mortgage  money  stayed  at  5M% 
or  even  &A%.  A  $38,700  house  with  a 
20%  down  payment  and  a  25-year, 
6%  mortgage  would  cost  about  $200 
a  month  in  mortgage  payments.  But 
today  the  going  rate  in  California— 
when  money  is  available— is  near  1 1%. 

Add  up  the  higher  cost  of  money 
and  the  higher  cost  of  houses  and 
you  discover  that  the  man  lucky 
enough  to  have  bought  a  typical 
house  with  a  mortgage  in  1967  would 
be  paying  around  $140  a  month  on 
the  mortgage;  in  1974  the  same  house 
with  a  mortgage  at  11%  would  require 
monthly  payments  of  about  $285. 
Looked  at  this  way,  the  cost  of  buy- 
ing a  house  has  doubled  in  just  seven 
years.  Add  rising  taxes,  fuel,  utility 
and  repair  bills  and  it  is  clear  that 
for  most,  the  American  dream  house 
has  been  priced  out  of  the  family 
market. 

Housing  analyst  Roderick  Car- 
penter of  Paine,  Webber  Jackson  & 
Curtis  figures  that  out  of  72  million 
households  today,  only  19  million,  or 
26%,  have  the  necessary  income  of 
$15,000  or  more  required  to  buy  the 
median  new  house  at  around  $36,000. 

As  one  economist  puts  it:   "In  an- 


other five  years  the  single-family  home 
will  be  within  reach  of  only  the  up- 
per middle  class  and  the  very  rich." 
That  day  may  already  be  here. 

Settling  For  Less 

One  inevitable  consequence— though 
most  Americans  won't  take  kindly  to 
it— is  more  togetherness:  townhouses, 
high-rise  apartments,  factory-built 
homes  on  tiny  lots.  This  year,  for  ex- 
ample, single-family  detached  houses 
will  account  for  under  50%  of  all 
housing  starts;  in  1960  the  figure  was 
70%  {see  chart,  p.  23). 

Sam  Lefrak,  New  York's  feisty  build- 
er of  giant  apartment  houses,  says 
that  Americans  will  simply  have  to 
face  the  facts:  "Why  in  hell  can't  we 
go  back  to  building  what  we  built 
right  after  World  War  II:  little  Cape 
Cods,  with  room  for  expansion  and 
frills  later?  Why  can't  we  get  away 
from  40-story  luxury  apartment 
buildings  and  back  to  cheap,  no-frills 
smaller  apartment  buildings?  And 
why  can't  we  revise  these  ridiculous- 
ly costly  zoning  codes?" 

From  Lafayette,  Ind.,  National 
Homes  Chairman  Frank  P.  Flynn, 
takes  a  similar  point  of  view:  "We 
can  still  build  single-family  homes 
for  under  $30,000,  but  we'd  have  to 
do  away  with  extra  bathrooms,  large 
garages  and  basements." 


Which  brings  us,  of  course,  to  the 
so-called  mobile  home.  The  very  name 
conjures  up  images  of  shoddy  boxes 
packed  together  on  treeless  parking 
lots,  laundry  hanging  from  lines,  TV 
sets  blaring— the  last  resort  for  people 
who  can't  afford  a  proper  home.  The 
image  is  only  partly  true. 

There's  no  question  but  that  the 
mobiles  are  more  affordable.  A  small 
one  *  goes  for  as  little  as  $5,000;  a 
*  bigger  one  around  $9,000.  The  av- 
erage price,  with  furnishings,  works 
out  to  around  $8.84  a  square  foot, 
nearly  half  the  building  cost  of  a  con- 
ventional home.  Take  a  double-wide 
mobile,  which  is  two  12-foot-vide 
sections  bolted  together  at  the  site.  A 
highly  deluxe  version  is  offered  by 
Golden  West  Mobile  Homes  of  Santa 
Ana,  Calif.  It  contains  1,400  square 
feet  of  floor  space,  wood-paneled 
walls,  two  deluxe  baths,  carpet, 
drapes,  full  appliances  and  built-in 
cabinets.  It  can  be  delivered,  assem- 
bled, in  California  for  about  $20,000; 
the  average  site-built  home— without 
land— would  cost  $30,000  or  more.  A 
stripped-down  mobile  home  of  similiar 
size  goes  for  around  $10,000.  Now 
add  the  cost  of  a  garage  and  a  50- 
by-80  landscaped  and  prepared  lot  in 
a  metropolitan  area.  The  deluxe  mo- 
bile package  would  sell  for  about 
$30,000.  An  equivalent  townhouse  or 
detached  house  built  on  the  site  would 
cost  at  least  $8,000  more.  Further 
down  the  mobile  home  price  scale, 
the  cost  gap  widens  and  that's  where 
most  buyers   of  factory  housing  are. 

The  better  double-wide  homes  to- 
day are  the  equivalent  of  the  long- 
touted  modular  housing,  says  Arthur 
Decio,  chairman  of  Elkhart,  Ind.'s 
Skyline  Corp.,  the  country's  largest 
mobile  manufacturer.  (Mobile  is  a 
kind  of  misnomer;  they  are  mobile 
only  in  that  they  are  shipped  in 
practically  finished  form;  they  rarely 
are  moved  from  a  site. ) 

But  as  of  today,  even  the  mobile 
home  industry  is  in  trouble.  Sales  this 
year  will  do  well  to  hit  425,000,  down 
25%  from  1973.  And  most  of  the  in- 
dustry is  badly  squeezed  by  high  costs 
and  lowered  volume.  Commodore 
Corp.  of  Omaha,  Neb.  filed  for  Chap- 
ter 11  last  August  after  losing  around 
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Company                                          Year 
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Price 
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Home           Sales 
Shipmentst  (millions)     Per  Share 

Skyline 

Redman  Industries 
Champion  Home  Builders 
City  Investing* 
Fleetwood  Enterprises 

May 
Dec. 
Feb. 
Dec. 
April 

52,000      $    300.5         $0.79 
41,478           276.3        -1.63 
37,502           293.4           0.23 
27,494        2,000.2            2.28 
24,900           299.4           0.24 

41.3%       -50%      $     0.0 

16.7  def.             67.9 

47.8  -51              12.3 
29.5              13            701.7 
51.2          -77                0.0 

74     -9Vi» 
373A-1V2 
26     -1% 
225/8-55/8 
49V2-3V2 

16Vo 
23A 
3 

63/a 
73A 

23 

3 

48 

*  Guerdon    Industries,  mobile-home 

subsidiary. 
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Requiem  for  scrubbers 


fhat  epitaph  is  taken  from  a  417 
Dage  report  just  released  by  the 
nearing  examiners  for  the  Environ- 
mental Protection  Agency  of  Ohio. 

And  in  case  you  don't  recognize 
it  from  the  language  they're  talking 
about  "stack  gas  scrubbers"  —  as 
undeveloped,  unreliable  and  unac- 
ceptable for  electric  utility  use. 

The  hearing  took  12  long  weeks. 
Grueling  testimony,  with  thorough 
:ross  examination,  by  experts:  engi- 
leers,  lawyers,  scientists,  business- 
nen— even  manufacturers  of  scrub- 
Ders  themselves. 

If  ever  there  was  a  grilling  this 
was  it. 

Undoubtedly  the  most  compre- 
nensive  and  up  to  date  presenta- 
:ion  on  the  control  of  power  plant 
sulfur-dioxide  emissions  ever  held 
n  any  forum,  anywhere  in  this 
:ountry. 

The  findings  of  this  exhaustive  re- 
Dort— which  parallel  our  published 


position— cannot  be  seriously  chal- 
lenged by  anyone  wishing  to  avoid 
ridicule. 

It  covered  every  major  scrubber 
test  the  Environmental  Protection 
Agency  has  ever  bragged  about. 

•  Commonwealth  Edison 

•  Illinois  Power  Co. 

•  Boston  Edison 

•  Louisville  Gas  &  Electric 

•  Mitsui  Aluminum  Plant 

•  Kansas  City  Power  &  Light 

•  Union  Electric  of  St.  Louis 

One  after  the  other  the  record 
shows  they  failed  to  meet  the  crite- 
ria established  by  the  National 
Academy  of  Engineering. 

They  simply  failed  to  demonstrate 
the  degree  of  reliability  necessary 
for  electric  utility  use. 

And  yet,  to  this  day,  EPA  insists 
these  monstrous  contraptions  are 
available,  work,  are  reliable  . . .  and 
electric  utilities  should  invest  many 


billions  of  dollars  in  them. 

If  that  isn't  fanning  the  fires  of 
inflation,  wasting  precious  assets 
and  wrongfully  burdening  the  elec- 
tric costs  of  the  American  people, 
then  we  shouldn't  be  allowed  to 
generate  another  kilowatt. 

Are  these  examiners  alone?  They 
are  not!  Many  respected  authorities 
share  their  conclusion:  The  Ten- 
nessee Valley  Authority.  The  Feder- 
al Energy  Administration.  The 
Atomic  Energy  Commission.  The 
Federal  Power  Commission  and 
others. 

E.P.A.'s  stubborn,  continued 
plumping  for  stack  gas  scrubbers 
is  an  energy-paralyzing  activity  that 
is  stalling  vital  legislation  and  se- 
verely inhibiting  by  uncertainty,  in- 
vestment in  the  development  of  new 
coal  mines. 

Isn't  it  about  time  someone  re- 
directed E.P.A.'s  energies  into  more 
constructive  channels? 


American  Electric  Power  System 

Appalachian  Power  Co.,  Indiana  &  Michigan  Electric  Co  .  Kentucky  Power  Co  .  Kmgsport  Power  Co  .  Michigan  Power  Co  .  Ohio  Power  Co  ,  Wheeling  Electric  Co 


$6  million  in  its  last  fiscal  year.  Rich- 
ardson Homes  lost  money  and  closed 
down  eight  of  11  plants.  Redman  In- 
dustries is  in  a  bad  cash-flow  bind. 

As  with  conventional  homes,  credit 
supply  is  a  major  problem.  Since 
they  are  mostly  directed  at  the  low 
end  of  the  housing  market,  mobile 
homes  typically  sell  at  rather  low 
down  payments,  say  $800  on  average, 
vs.  $9,000  for  a  conventional  home. 
Sometimes  the  anxious  dealers  push 
the  down  payment  much  lower.  "I 
don't  know  what  some  of  these  dealers 
were  taking  for  down  payments," 
quips  Jerry  Golden,  Golden  West's 
president.   "Cows?  Chickens?" 

Because  of  the  low  down  payments 
and  because  of  their  (not  always  de- 
served) reputation  for  lack  of  dura- 
bility, credit  on  mobile  homes  is  typi- 
cally spread  over  a  much  shorter  pe- 
riod than  for  conventional  homes.  The 
credit  will  run  from  seven  to  ten  years. 
It  will  normally  be  provided  by  com- 
mercial credit  companies  instead  of 
by  S&Ls.  And  it  will  carry  sky-high 
interest  rates:   14%  in  some  states. 

Change  Coming 

Recently  FHA  regulations  were 
eased  to  enable  15-  and  20-year  fi- 
nancing for  purchase  of  both  a  mobile 
home  and  a  plot  of  land  to  put  it  on. 
Most  mobile  homes  are  sited  in  rural 
areas,  where  most  mobiles  are  bought. 
However,  a  full  40%  are  sited  on 
leased  land  in  mobile  home  parks, 
where  the  homeowner  pays  anywhere 
from  $360  to  $1,200  a  year,  depend- 
ing on  the  facilities  and  plot. 

If  the  U.S.  is  to  get  the  housing 
that  it  needs,  there  can  be  no  doubt 
that  more  and  more  communities  will 
have  to  stop  barring  mobile  homes. 
Economically,  mobiles  make  a  good 
deal  of  sense,  if  they  are  well  built— 
as  an  increasing  number  of  them  are 
today.  (While  builders  have  been  cut- 
ting corners  on  conventional  houses, 
mobile  homes  builders  have  been  rais- 
ing their  standards.) 

A  Forbes  reporter  recently  toured 
Golden  West's  home  plant  at  Santa 
Ana.  The  work  being  done  there  was 
very  little  different  from  that  on  a 
regular  site-built  home;  mostly  by 
hand  or  by  small  tools.  The  difference 
tends  to  lie  in  who  does  the  work. 
At  Golden  West,  the  work  is  done 
by  $4.25-an-hour  laborers.  The  pace 
of  work,  while  hardly  frenetic,  is  a 
good  deal  less  leisurely  than  one  nor- 
mally sees  at  typical  on-site  jobs. 

Golden  West's  nonunion  labor  is 
paid  on  an  incentive  basis.  Working 
hard,  these  relatively  unskilled  men 
can  earn  as  much  as  $250  for  a  40- 
hour  week.  As  a  result,  says  Golden 
West  President  Golden,  12%  or  less  of 
the  cost  of  a  mobile  home  in  in  direct 


labor;  50%  of  an  on-site  home's  cost 
is  direct  labor.  "Without  these  mo- 
biles," says  economist  Anthony 
Downs,  Real  Estate  Research  Corp.'s 
chairman,  "there  would  be  little  low- 
cost  shelter  in  the  U.S." 

Is  Help  On  The  Way? 

What  can  be  done  to  get  the  hous- 
ing industry  on  its  feet  again?  There 
are  those  who  say  that  the  situation 
will  right  itself  as  soon  as  interest 
rates  come  down.  "There  is  nothing 
wrong  with  this  industry  that  an  8% 
prime  wouldn't  cure,"  says  Stuart 
Davis,  chairman  of  Beverly  Hills'  giant 
Great  Western  Financial  Corp.  Davis 
says  money  began  flowing  into  his 
$4.8-billion  savings  &  loan  operation 
as  soon  as  Treasury  bill  rates  started 
dropping  in  September.  "It's  amaz- 
ing how  sensitive  the  market  is."  May- 
be. But  the  day  is  gone,  probably 
forever,  when  the  small  saver  won't 
shop  around  for  the  best  rates. 

Should  the  Government,  therefore, 
resign  itself  to  pumping  money  into 
housing?  Should  it  adopt  some  of  the 
proposals  presented  at  the  President's 
economic  summit  conference,  such  as 
an  income-tax  exemption  for  the  first 
$500  or  the  first  $1,000  of  thrift  in- 
stitution interest?  (Such  a  subsidy 
would  cost  the  Treasury  anywhere 
from  $1  billion  to  $2  billion  a  year.) 
Or  adopt  other  more  long-range  pro- 
posals, including  eliminating  Regula- 
tion Q  (interest  rate  ceilings)  and 
diversification  of  thrift  institutions  in- 
to other  forms  of  banking? 

Yes,  the  Government  should  rescue 
housing,  says  Sherman  Maisel,  for 
mer  Federal  Reserve  governor.  In  a 
paper  prepared  for  the  economic 
summit,  Maisel  wrote: 

"In  most  fights  against  inflation, 
housing  is  a  major  casualty  .  .  .  [this] 
happens  primarily  because  housing  is 
the  largest  user  of  credit   and  it  is 


easier  for  governments  to  manipulate 
monetary  and  credit  policy  than  any 
other  type."  Maisel  argues  that  this  is 
the  throng  way  to  fight  inflation  be- 
cause the  resulting  shortage  of  hous- 
ing increases  rather  than  diminishes 
inflationary  pressures.  Among  the 
measures  that  Maisel  favors  are  big- 
ger subsidies,  housing  for  low-income 
families,  greater  use  of  federal  credit 
for  mortgage  money  and  some  form 
of  credit  allocation. 

Most  housing  industry  people  agree 
wholeheartedly  with  Maisel.  "We  need 
a  national  housing  policy  and  need 
it  badly,"  says  Kaufman  &  Broad 
Chairman  Eli  Broad.  "We  haven't 
had  one  since  George  Romney  left 
HUD,  and  even  then  we  didn't  have 
a  policy.  Only  goals." 

But  there  is  another  viewpoint.  It 
was  recently  expressed  by  housing 
economist  Tony  Downs  in  a  paper  also 
prepared  for  the  Adanta  housing  con- 
ference. Housing,  Downs  wrote,  has 
always  been  countercyclical,  and  at- 
tempts to  even  out  the  cycles  would 
only  draw  off  capital  from  other  in- 
dustries where  it  may  be  more  useful 
from  the  national  point  of  view.  ".  .  .  it 
is  better,"  he  wrote,  "to  suffer  from 
instability  in  new  housing  production 
than  instability  of  most  other  types  of 
production.  .  .  .  Why  should  society 
subsidize  this  particular  sector  as  op- 
posed to  others?" 

Downs  went  on  to  say  that  the 
cause  of  inflation  was  a  "basic  ten- 
dency for  aspirations  to  outrun  social 
capabilities."  He  sees  no  reason  why 
aspirations  for  better  housing  should 
be  gratified  at  the  expense  of  other 
needs  and  aspirations— for  energy,  for 
example,  or  food  or  transportation. 
As  President  Ford's  $3-billion  offer 
shows,  the  Administration  agrees. 

"Everybody  in  the  building  business 
expected  more  than  Ford  offered," 
says    David    Maxwell,    former    HUD 


It's  Tough  All  Over 


The  current  housing  depression  is  not 
restricted  to  the  U.S.  In  Britain,  for 
example,  the  situation  is  even  worse. 
There  were  400,000  housing  starts 
there  in  1968,  328,000  last  year.  The 
Economist  recently  estimated,  per- 
haps overpessimistically,  that  the  fig- 
ure could  drop  to  50,000  next  year. 
At  the  moment,  50,000  finished  homes 
stand  unsold  because  of  tight  money. 

A  major  part  of  British  housing  is 
built  by  local  authorities.  Soaring  in- 
terest rates  put  a  heavy  burden  on 
them,  with  over  70%  of  their  total 
housing  costs  consisting  of  loan  re- 
payment. Today  councils  are  paying 
some  12%  for  money  for  new  projects 
and  at  the  same  time  trying  to  pick 


up  some  of  the  housing  market  slack 
by  buying  unsold  new  homes. 

High  prices  and  tight  money  are 
taking  their  toll  in  Germany,  too.  In 
1973,  a  total  of  714,000  housing  units 
were  completed;  but  new  starts  this 
year  are  estimated  at  450,000.  High 
prices  are  discouraging  buyers,  and 
builders  are  taking  big  losses.  A  con- 
struction union  official  estimates  that 
1,000  German  small  builders  will  go 
broke  this  year.  The  government  h;is 
been  pumping  extra  money  in,  but  it 
hasn't  helped  much  yet. 

Is   the   downturn   simply    oyclical? 
Or  are  inflation  and  the  oil  crisis  do 
ing  something  to  the  Western  world's 
standard  of  living? 
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(To  23,000,000  people  we're  the  telephone  company) 

We  get  people  talking. 

(Sylvania  color  TV  and  stereo) 

We  entertain  them. 

(Sylvania  lighting  for  home,  industry  and  photography) 

We  brighten  their  lives  a  bit. 


We're  GTE..... 

(a  growing  concern  for  your  growing  needs) 


General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


iera]  counsel  who  now  heads  Ticor 
Mortgage  Insurance.  "Now  I  think 
you'll  see  a  tug-of-war  between  the 
Administration  and  Congress,  with 
Congress  wanting  to  do  more  for  the 
politically  popular  housing  industry 
and  the  Administration  wanting  to  re- 
sist pressures  on  the  capital  market." 

One  way  Congress  has  acted  is  by 
passing  the  Home  Purchase  Assistance 
Act  of  1974,  which  will  channel  $7.75 
billion  into  housing.  Unless  vetoed  by 
the  President,  it  could  provide  over 
200,000  more  housing  starts. 

At  the  moment,  there  is  little  mort- 
gage money  available  at  any  price.  As 
the  economy  slows  down,  there  is  no 
doubt  that  interest  rates  will  come 
down  and  savers  will  return  to  the 
security  and  familiarity  of  the  S&Ls. 
So  there  may  be  more  money  avail- 
able by  next  year.  But  at  what  price? 
With  the  virtual  certainty  of  contin- 
uing capital  shortages,  no  one  ex- 
pects to  see  6%  mortgages  again.  At 
8.5%,  a  $30,000,  25-year  mortgage 
costs  $72,540  over  its  life;  a  6%  mort- 
gage only  $57,960.  So,  no  matter  how 
you    slice    it,    relatively    cheap    and 


plentiful  housing,  like  relatively  cheap 
food  and  relatively  cheap  energy,  is 
a  thing  of  the  past— no  matter  what 
the  Government  does.  Government 
subsidies  for  low-income  housing  may 
be  stepped  up,  but  it  will  be  increas- 
ingly difficult  to  justify  other  govern- 
mental housing  policies  that  favor 
chiefly  middle-class  home-buyers. 

"Most  people  will  just  have  to  ad- 
just to  paying  10%  interest,"  says 
builder  Watt.  They'll  have  to  get  used 
to  paying  30%  of  their  family  income 
for  housing  instead  of  20%  or  25%. 
We  don't  even  talk  price  or  interest 
rates  any  longer  when  we  sell  homes. 
We  talk  monthly  payments  and  we 
talk  about  what  inflation  will  cost  you 
if  you  put  off  buying." 

Stuart  Davis  and  other  S&L  men 
say  that  home-buyers  will  eventually 
have  to  accept  variable-interest  mort- 
gages. "It  is  ridiculous,"  he  says,  "for 
us  to  have  to  make  25-  and  30-year 
commitments  at  fixed  interest  rates; 
no  other  industry  does  this."  With 
variable  mortgages,  the  rate  of  inter- 
est would  go  up  or  down  along  with 
some    agreed-upon    index.    Variables 


could  work  one  of  two  ways.  Under 
one  option,  monthly  payments  would 
be  fixed,  but  the  amount  of  amortiza- 
tion would  rise  or  fall  in  inverse 
relation  to  interest  rates.  Under  the 
other  option,  amortization  would  be 
fixed,  but  monthly  payments  would 
vary  with  the  interest  rates. 

Thus,  for  renters  and  for  newcom- 
ers to  the  housing  market,  shelter  is 
<going  to  take  a  bigger  chunk  out  of 
family  income  than  it  has  in  the  re- 
cent past.  Under  these  terms,  a  good 
many  people  will  opt  for  less  housing 
and  more  of  something  else;  family  in- 
come can  go  only  so  far,  and  there 
are  endless  claims  upon  it.  Nor  will 
renting  be  an  easy  way  out:  Roland 
Arnall,  a  young  and  highly  success- 
ful California  builder,  pulled  out  of 
the  business  entirely  a  year  or  so  ago, 
but  now  is  back,  nibbling  at  rental 
apartment  projects:  "With  the  short- 
ages that  are  developing,  rents  are  go- 
ing through  the  roof,"  he  says. 

The  family  that  bought  a  home  in 
the  Sixties  with  a  6%  mortgage  can 
count  itself  lucky  indeed.  The  Great 
American  House  Party  is  over.  ■ 


O.K.  So  Far 


Safeway's  figures  show  how  high  food  prices 

can  help  keep  supermarket  shareholders  happy  today. 

And  tomorrow? 


America's  food  merchants  are  play- 
ing to  the  same  mixed  reviews  the 
oil  companies  got  during  last  year's 
energy  squeeze:  bravos  from  stock- 
holders at  higher  profits,  boos  from 
consumers  over  rising  prices. 

Take  Safeway  Stores,  the  largest 
U.S.  food  chain.  Inflation  for  shop- 
ping-basket food  items  is  running 
about  16%  annually,  but  Safeway's 
earnings  are  up  50%  over  1973's.  And 
Safeway  is  not  alone:  A&P,  No.  Two 
in  sales,  racked  up  a  $15.3-million 
profit  for  1974's  first  half,  vs.  a  1973 
six-month  loss,  while  a  spread  of  oth- 
er big  food  chains  showed  earnings 
gains  of  from  17%  to  91%. 

Of  course,  all  the  food  chains  wince 
at  such  an  ugly  phrase  as  windfall 
profits.  Says  Safeway's  grandfatherly 
president,  William  Mitchell,  cradling 
an  unlit  pipe  while  seated  in  his  pine- 
paneled  office:  "Food  industry  retail- 
ers aren't  contributing  to  inflation. 
Profits  amount  to  a  penny  per  day 
per  capita  nationwide.  That's  just  28 
cents  a  week  for  a  family  of  four." 

True,  but  inflation  certainly  hasn't 
hurt  the  supermarketer's  bottom  line. 
Safeway's  first-in,  first-out  accounting 


practices  have  buoyed  inventory  prof- 
its despite  a  fast  turnover  rate.  More 
important,  the  company's  operating 
expenses  have  trailed  the  mounting 
costs  of  food  from  processor  and 
farm.  Hence  profits  are  up  dramatical- 
ly, despite  decreasing  gross  margins. 

Higher  prices  have  led  to  some 
product  switching  by  budget-mind- 
ed housewives  (cheese  for  eggs, 
chicken  for  beef),  so  unit- volume 
growth  has  slackened.  But  not  Safe- 
way's  sales,  already  running  about  $1 
billion  ahead  of  last  year's  $6.8  billion. 

Relatively  fixed  operating  costs, 
plus  price  increases  you  can  pass 
along,  make  a  pretty  heady  combina- 
tion. No  wonder  Safeway's  Oakland- 
based  executives  are.  riding  calm  in 
an  inflationary  storm.  They've  also 
done  what  any  smart  retailer  would 
to  get  more  people  past  the  check- 
out stand:  increase  capacity.  Old 
stores  continue  to  be  remodeled  or 
razed,  while  for  a  decade  an  average 
of  140  new  stores  have  been  opened 
yearly.  The  new  stores  are  bigger,  av- 
eraging 25,000  square  feet.  Also-ran 
A&P  nets  fewer  sales  with  more  units. 

Safeway  also  sells  more  of  its  own 


brands,  some  28%  of  sales,  which  re- 
quires a  major  manufacturing  and 
food  processing  effort:  bakeries,  ice 
cream  plants,  soft-drink  bottlers,  cof- 
fee roasting  plants.  Under  pressure 
from  competitors  like  Lucky  Stores, 
Safeway's  nonfood  items  have  been 
expanded  until  they  now  account  for 
over  8%  of  sales.  Last  year  Safeway 
was  the  largest  retailer  of  Hanes 
Corp.'s  L'eggs  pantyhose.  But  the 
company  also  moved  four  times  as 
many  pairs  of  its  own  brand. 

As  the  acknowledged  leader  in  a 
"visible"  industry,  Safeway  has  made 
a  concentrated  effort  to  keep  its  cus- 
tomers happy.  The  company  helped 
pioneer  open  dating  of  merchandise, 
unit  pricing  and  nutritional  labeling. 
The  1973  annual  report  even  set  aside 
two  pages  to  argue  the  merits  of 
women  in  management. 

But  this  kind  of  with-it  manage- 
ment approach  hasn't  changed  the 
style  at  company  headquarters.  Safe- 
way still  operates  out  of  the  same 
drab,  converted  warehouse  that  Bill 
Mitchell  worked  in  as  an  apprentice 
accountant  in  1936.  Says  Mitchell, 
surveying  a  panorama  of  railway  spurs 
and  freeways,  "If  we  wanted  a  show, 
we'd  put  it  on  in  the  stores." 

This  year's  spectacular  profits,  fol- 
lowing hard  on  the  heels  of  I  year 
of  strikes,  beef  shortages,  boycotts 
and  price  controls,  have  proved  that 
Safeway  can  thrive  on  inflation.  Ne\t 
question:  How  can  it  make  out  dur- 
ing a  recession?  ■ 
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Go  after 
the  tough  guys 

withanFTD 
Icebreaker. 


Take  them  by  surprise.  Break  through 
that  icy  silence.  Send  him,  send  her, 
send  the  whole  committee  . . . 
flowers  with  the  Extra  Touch.™ 

They  may  be  tough  enough 
to  resist  your  phone  calls  and 
letters,  but  you  can  be  sure 
they'll  melt  over  an  FTD  "Icebreaker." 
Just  call  or  visit  your  FTD  Florist. 
(Most  accept  major  credit  cards.) 
He'll  send  your  floral  reminder  plus 
your  sales  message . . .  anywhere  by 
wire,  the  FTD  way.  It's  that  easy. 

Featured,  Sportsman's  Decoy. .Aor  him. 


The  FTD  MiniGarden™ 
Terrarium  arrives  green 
and  growing  ...  for  them. 


Call  your  FTD  _ 

Extra  Touch^Sl  "" 

Florist. 


Flowers  with  the  Extra 
Touch  of  Joie  de  Fleur™ 
perfume  or  cologne 


for  her. 


©  1974  Florists'  Transwond  Delivery 


FREE  COPY:  "The  Icebreaker." 

Call  (313)  962-7170,  or  write,  Business  Gifts  Dept.  FB 
Florists'  Transworld  Delivery,  900  West  Lafayette  Blvd. 
Detroit,  Michigan  48226 

Dear  FTD:  Help  me  announce  my  new  product,  promotion,  pricing 
or  send  my  very  important  message.  Send  me  the  Icebreaker 
booklet. 

Name 

Title 

Firm  Name . 

Add  ress 
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.State. 
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WORLD'S 

MOST  POWERFUL 

HYDRO  UNITS  FOR  GRAND  COULEE  DAM 

—three  giant  turbines  from  Allis-Chalmers,  each 
rated  at  800,000  KW,  for  Grand  Coulee's 
latest  plant  expansion. 
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NEW  NUCLEAR  GENERATING 
INSTALLATION  FOR  MISSISSIPPI 

—the  most  powerful  nuclear  turbine  generator 
ever  developed  for  the  United  States.  One  of  many 
proven  steam  turbine  generator  designs  Allis-Chalmers 

Power  Systems  is  supplying  U.  S.  electric  utilities 


«',1  ) 


GIANT  REVERSIBLE 
PUMP/TURBINES  FOR  TVA 

-four  of  the  world's  highest  rated  units  pump  water  uphill,  then  reverse 

to  produce  electric  power  as  conventional  hydro-turbines.  The 

worldwide  leading  producer  of  hydro-turbine  capacity  is  Allis-Chalmers. 
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W  HYBRID 

MPUTER  » 

IflULATION  CENTER  AT 
LIS-CHALMERS 

nables  electric  utilities  to  quickly  simulate 
operation  of  entire  power  networks, 
more  cost-efficient  planning  and  greater 
ctric  system  reliability. 
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for  energy  generation. 


The 

i  world  needs 
more  of  what 

Allis-Chalmers 
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makes. 


ALLIS-CHALMERS 


Rediscover 


. .  .the  Ceco  Corporation  by  writing  for  its  latest  financial  reports. 
The  company  ranks  495th  in  Fortune's  list  of  500  largest  industrial 
firms,  but,  more  importantly,  ranks  168th  in  10-year  growth  rate  in 
earnings  per  share. 

Ceco  has  had  a  steady  growth  in  sales  and  earnings,  and  has  paid 
dividends  every  year  since  1921.  The  dividend  rate  has  been  increased 
in  each  of  the  last  1 1  years. 

Ceco  enjoys  a  continuing  vigorous  market.  The  company  serves 
the  construction  industry  with  a  diverse  line  of  products  and  services 
for  industrial  plants,  office  buildings,  shopping  centers,  parking 
structures,  hospitals,  schools,  colleges  and  multi-story  residential 
buildings.  Also,  airports,  stadiums,  highway  bridges,  energy  pro- 
ducing facilities,  and  water  and  sewer  projects.  If  some  types  of  con- 
struction are  in  low  demand,  others  are  usually  on  the  rise,  giving 
the  company  opportunities  for  good  business  year  after  year  Learn 
more  about  Ceco  by  writing  for  its  annual  and  interim  reports  today 


eco  Corporation 
560 1  West  26th  Street  •  Chicago.  Ill  60650 


The  Canadian  "Rockefellers 
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Ever  heard  of  the  Webster  family?  Even  many  Canadians  haven't, 
though  Websters  are  practically  everywhere  north  of  the  border. 


A     GOOD     MANY     CANADIANS     Seem     to 

think  that  U.S.  corporations  own  Can- 
ada. Maybe  that  is  because  they  have 
never  heard  of  the  Webster  family. 
The  Websters  may  not  own  Canada, 
but  they  do  own  or  control  a  mighty 
chunk  of  it.  Proportionately  speaking, 
they  are  bigger  in  Canada  than  the 
Rockefellers  are  in  the  U.S.  Their  in- 
terests north  of  the  border  include 
Canada's  biggest  textile  company,  one 
of  its  largest  cement  companies,  the 
country's  largest  and  fourth-largest 
banks,  several  insurance  companies 
and  vast  holdings  of  real  estate.  They 
control  Canada's  biggest  newspaper 
chain  and  its  third-largest  TV  net- 
work. They  are  big  in  coal  and  oil 
and  sugar  distribution,  operate  tank- 
ers and  barges.  They  own  a  good 
deal  of  U.S.  real  estate,  including  De- 
troit's landmark  Penobscot  Building, 
and  are  major  Massey-Ferguson  stock- 
holders. Combined,  family  members 
control  assets  of  at  least  $1  billion. 
The  reason  most  Canadians  (to  say 


nothing  of  U.S.  citizens)  have  never 
heard  of  the  Websters  is  because  that 
is  the  way  the  Websters  want  it.  They 
are  not  satisfied  with  a  low  profile; 
most  of  the  family  would  prefer  total 
invisibility,  if  they  could  achieve  it. 

Last  year  Howard  Webster's  F.P. 
Publications  added  to  its  string  of 
newspapers  The  Montreal  Star,  Can- 
ada's fourth  largest.  Chairman  How- 
ard Webster's  name  was  not  men- 
tioned in  the  takeover  announcement, 
even  though,  through  his  25%  interest 
in  F.P.  Publications,  he  has  effective 
control  of  the  chain. 

The  clan  is  headed  by  five  brothers: 
Colin,  Howard,  Stuart,  Richard  and 
Eric.  None  will  talk  with  the  press, 
but  one  of  Colin's  sons,  Lome,  45,  dis- 
sents. "I  know  many  members  of  the 
family  don't  agree  with  me,"  the 
Montreal-based  Lome  says,  "but  I 
feel  operating  public  companies  in- 
volves an  obligation  to  tell  who  you 
are  and  what  you  are  about." 

As  far  as  the  total  empire  is  con- 


cerned, Lome  told  Forbes:  "The 
brothers  [his  father  and  uncles]  are 
equal  partners.  Each  runs  his  own 
businesses,  but  at  the  same  time  serves 
on  the  boards  of  the  others'  so  that 
the  whole  family  benefits." 

Lome's  father,  Colin,  patriarch  of 
the  clan,  still  takes  part  in  managing 
the  family's  original  coal  and  fuel-oil 
business,  which  is  now  a  separate 
Canadian  unit  of  Royal  Dutch/ Shell. 
He  also  sits  on  20  major  boards,  in- 
cluding the  Royal  Bank  of  Canada 
and  Sun  Life  Assurance,  Canada's 
biggest,  where  Colin's  father,  Sen. 
Lome  C.  Webster,  was  also  a  director. 

Colin  Webster  is  a  powerful  fixture 
on  many  boards,  such  as  Massey-Fer- 
guson's.  His  father  helped  refinance 
Massey  in  the  1930s,  with  investment 
banker  Wood  Gundy.  The  family  is 
also  a  major  stockholder  at  Hawker 
Siddeley  Canada  (assets:  $226  mil- 
lion), having  swapped  its  holdings  in 


The  Limelight  doesn't  bother  young 

Lome  Webster,  who's  proud  of  his 

pre-Columbian  vases  and  his  family. 


Camera  Shy.  The  Webster  brothers,  Colin,  Howard,  Stuart,  Richard  and 
Eric,  avoid  photographic  sessions,  especially  at  family  war  councils. 
They'd  rather  move  quietly,  as  did  their  father,  Sen.  Lome  Webster. 
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Weve  ordered  5,616n( 


We're  not  through 


Business  publications  and  analysts 
report:  "Now,  more  than  ever, 
railroad  freight  cars  are  the 
transportation  backbone  of  our 
nations  economy." 

We  agree.   It's  the  reason  why 
in  the  last  5  years  alone  Southern 
Pacific  has  continued  to  place  more 
and  more  new  freight  cars  and  over 
700  new  locomotives  in  service. 


In  fact,  we're  so  sure  of  our  country's 
future  and  continued  economic  growth 
we're  investing  $150  million  in  new 
rolling  stock  and  $33.8  million  more  to 
renovate  older  cars  and  locomotives 
this  year  to  make  our  railroad 
services  even  better. 

And  that's  not  the  only  way 
we're  working  to  improve  our  railroad 
and  help  keep  our  country's  economy 
on  the  right  track. 


When  a  customer  needs  a  unk 
I  reight  car  to  handle  spcci.il  shippii 
uquirements  we  do  everything  wt 
to  give  him  an  answer.  Thr  \ 
Pac  car  we  helped  develop  is  only 
example.   It  carries  Up  to  30  comp.u 
automobiles  to  market  more  cconoi 
cally  than  previous  methods  and 
provides  complete  protection  from 
vandalism  and  wcathc 

Our  modern  "unit  trains"  alio 


^DfZiW  new  ircigiu  ccu>  111  acr  vice 

(inore  this  year, 
buying  yet. 


eater  operating  efficiency  and  help 

uce  our  customers'  shipping  costs 
r  crude  oil,  iron  ore,  autos  and 
to  parts,  coal  and  perishables. 

And  our  fast-moving  Southern 
icific  "run-through"  trains  bypass 
ngested  terminals,  stop  only  for 
ew  changes  to  expedite  service  to 
ajor  markets  throughout  much  of 
e  United  States. 

We  continue  to  build  Southern 


Pacific  on  the  challenge  that  we  can 
offer  industry  the  most  efficient  and 
economical  transportation  possible. 
Rail  lines  that  reach  more  than  a  third 
of  the  nation.   Petroleum  pipelines 
that  serve  6  Western  states.  27,000 
miles  of  trucking  routes.  And  fast, 
intermodal  services  through  36 


ports-of-entry  covering  the  West 
Coast,  Gulf  Coast  and  U.S. -Mexican 
border.  We  have  the  transportation 
plant-and  the  people-to  do  the  job. 
And  we're  doing  it. 


Southern  Pacific. 

We're  making  tracks  for  the  future. 


( Canadian  Car  &  Foundry  and  the  Do- 
iiinion  Steel  &  Coal  Co.  for  Hawker 
Siddeley  stock  in  merger  deals. 

Other  Webster  interests  include 
Dominion  Textile,  Canada's  biggest 
textile  company;  St.  Lawrence  Ce- 
ment, one  of  the  two  largest  cement 
companies;  International  Paints,  Can- 
ada's third-largest  paint  company; 
and  several  Toronto-based  insurance 
companies.  Colin's  wife,  the  former 
Jean  Frosst,  is  the  daughter  of  Charles 
E.  Frosst,  founder  of  a  large  Cana- 
dian pharmaceutical  company  that 
recently  was  merged  into  Merck  &  Co. 

R.  Howard  Webster,  64,  presides 
over  Imperial  Trust  Co.,  which  in 
practice  has  served  as  the  family 
holding  company.  Howard,  gruff  and 
jowly,  has  been  the  family's  swash- 
buckler. He  has  bought  and  sold  doz- 
ens of  companies  in  the  U.S.,  still  has 
vast  real  estate  holdings  in  Califor- 
nia. He  controls  a  growing  regional 
airline,  Quebecair.  Lome  describes 
Howard  as  a  "buyer,  a  builder  and 
a  hanger-on-er." 

Howard's  press  interest  has  been 
growing  in  recent  years.  F.P.  Publi- 
cations, controlled  through  Imperial 
Trust,  is  a  powerful  newspaper  chain 
with  dailies  in  nine  major  cities  and 
the  largest  circulation  in  Canada.  The 
papers  include  The  Vancouver  Sun 
and  the  prestigious  Toronto  Globe  ir 
Mail,  Canada's  second-  and  third- 
largest  daily  newspapers.  Most  re- 
cently Howard  moved  in  on  Burns 
Foods    (annual  sales:    $543  million), 


Canada's  second-largest  "meat-packer 
and  a  large  dairy  operator. 

Stuart,  66,  heads  St.  Lawrence 
Stevedoring,  a  part  of  the  old  coal 
and  oil  business  retained  by  the  fam- 
ily. It  unloads  3  million  to  4  million 
tons  of  bulk  cargo  annually,  handling 
most  of  the  sugar  coming  into  the 
country  and  salt  for  the  snowy  streets 
of  Canada's  major  cities.  Richard,  62, 
runs  the  family's  tanker  and  barge 
fleet.  Eric,  58,  runs  the  family's  hard- 
ware business  and  warehouse  chain. 
The  fuel-oil  operation  serves  the 
northern  U.S.  as  well  as  Canada. 

Unlike  the  Rockefeller  wealth, 
which  was  founded  on  a  single  spec- 
tacular enterprise— Standard  Oil— the 
Webster  empire  has  been  built  step 
by  step  over  more  than  a  century.  The 
first  Canadian  Webster  arrived  from 
Scotland  in  the  early  1800s  and 
started  a  small  ship  chandlery.  His 
son,  who  expanded  into  coal  hauling 
and  sales,  dominated  the  rich  Cana- 
dian fur-auction  trade  and  went  into 
steel,  sugar,  insurance,  railways  and 
steamships,  was  Senator  Lome. 

Senator  Lome  died  in  1941.  It  is 
said  that  until  his  will  was  read,  his 
heirs,  the  five  brothers  who  now  run 
the  businesses,  and  a  daughter,  did 
not  realize  how  rich,  powerful— and 
closemouthed— their  father  was. 

Senator  Lome's  will  was  a  remark- 
able document.  In  order  to  keep  his 
shares,  each  of  the  sons  had  to  stay 
in  the  family  businesses  until  he  was 
40;  not  until  then  would  he  come  into 
his  full  inheritance.  Only  full-blooded 
Websters  shared  in  the  businesses. 
The  will  warned  the  sons  to  stick  to- 
gether, to  hold  regular  family  coun- 
cils dedicated  to  building  and  pre- 
serving the  patrimony. 

The  old  senator  apparently  also  left 
his  sons  his  dour  Methodist  lifestyle. 
People  who  know  the  family  say  the 
brothers  are  slow  to  reach  for  a  lunch 
check  and  tip  lightly.  They  drive  their 
own  cars,  dress  conservatively  and  live 
in  comfortable  but  unassuming  homes 
in  Montreal,  Toronto,  Quebec  City 
and  Sherbrooke.  Their  art  collections, 
though  valuable,  are  not  publicized. 
When  they  vacation,  the  brothers 
tend  to  do  so  at  family-owned  farms. 
In  the  family  theology,  ostentation  is 
almost  as  serious  a  sin  as  the  dissipa- 
tion of  capital. 

Because  he  is  not  afraid  of  the  pub- 
lic gaze,  the  present  Lome  Webster 
is  partly  a  break  in  family  tradition. 
But  only  partly.  Like  his  father,  uncles 


Safe?  Although  attendance  is  down 
this  year  for  the  Montreal  Expos, 
the  TV  take  is  up,  making  the 
baseball  team  a  profitable  invest- 
ment for  the  Webster  family. 


and  cousins,  he  believes  devoutly  that 
money  should  make  money.  He  cut 
his  teeth  in  the  family  fuel-oil  busi- 
ness, Canadian  Import,  but  in  1968, 
when  he  was  38,  he  decided  to  branch 
out  on  his  own.  (This  was  after  the 
fuel-oil  business  was  sold  to  Royal 
Dutch/ Shell.  The  family  used  the 
cash  for  new  investments  and  also  be- 
came stockholders  in  the  world's  sec- 
ond-biggest oil  company.)  Partly 
bankrolled  by  the  family,  Lome  then 
founded  Prenor  Group,  a  financial 
services  outfit.  Among  other  things,  it 
manages  $800  million  in  outside  mon- 
ey, writes  auto,  fire  and  property  in- 
surance in  Canada  and  casualty  in- 
surance in  Australia.  Lome,  backed 
by  other  Websters,  is  also  in  real  es- 
tate, owning  35  estates  around  the 
world  plus  Montreal's  41-story  Bank 
of  Commerce  Building  and  old  Wind- 
sor Hotel.  Now  he  is  looking  for  U.S. 
real  estate  and  insurance  operations. 

Sports  Power 

On  the  side,  Lome  is  the  second- 
biggest  shareholder  in  the  Montreal 
Expos  baseball  team  (Charles  Bronf- 
man of  the  whiskey  family  is  the  big- 
gest stockholder).  Perhaps  it  was  this 
investment,  more  than  any  other,  that 
exposed  Lome  to  un- Websterlike  pub- 
licity. "Baseball  is  a  funny  business," 
he  says.  "Here  we  had  Canadian  Im- 
port for  100  years,  doing  well  over 
$200  million  a  year,  and  nobody  ever 
heard  of  it.  Then  you  are  into  base- 
ball, doing  maybe  $5  million,  and  ev- 
erbody  suddenly  says,  'Gee!  Wow!' " 

Like  Uncle  Howard,  Lome  was 
attracted  to  publishing.  He  is  a  ma- 
jor backer  of  Quebecor,  publisher 
of  he  Journal  de  Montreal,  Quebec's 
largest  morning  French  newspaper, 
and  18  other  French  and  English  lan- 
guage publications.  Quebecor,  which 
recently  acquired  a  chain  of  U.S. 
sports  magazines,  including  Boxing 
Illustrated,  is  listed  on  both  the  Mon- 
treal and  American  stock  exchanges. 

Of  the  Webster  cousins,  Lome  is 
the  odds-on  favorite  to  succeed  his 
father  as  family  chieftain.  However, 
centrifugal  forces  are  at  work  in  a 
family  that  now  numbers  38  blood 
cousins  in  Lome's  generation  and  many 
many  more  children  in  the  next  gen- 
eration. Family  ties  will  probably 
weaken  as  the  ruling  brothers  die  out. 
But  Lome  feels  much  of  the  empire 
can  still  be  held  together.  "Perhaps 
what  my  cousins  can  do,"  he  says,  "is 
go  out  and  do  their  own  thing,  but 
leave  some  shares  in  some  of  the  big- 
ger holdings  for  someone  else  to  run." 

As  for  himself,  Lome  Webster  is 
determined  to  devote  his  life  to  con- 
tinuing the  family  influence.  "I'm  in 
this  for  the  long  pull,"  he  says.  "Blood 
is  thicker  than  water."  ■ 
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BeMis  is  fasmon,  safety 
coMMunicanons,  pacKaanG 

anDaLotMORe 


We're  thousands  of  products  for  millions 
of  people. 

But  we're  not  a  conglomerate. 
Because  we  grow  out  of  ourselves 
.  .  .  creating  new  products  from 
existing  technologies.  For  vastly- 
different  markets. 
That's  the  secret  of  our  growth. 
It's  why,  over  the  last  10  years, 


we've  had  an  average  annual  growth  rate 
of  15.5%  in  net  profits  before 
extraordinary  items. 
And  why  1973  was  our  best  year  ever. 
Want  to  know  more?  Write  for  our 
annual  report.  Bemis  Company,  Inc., 
800  Northstar  Center, 
Minneapolis, 
MN  55402. 
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Measure  your  cabinets 

and  find  out  how  many  more 

hand-dries  you  can  get  with 

Fort  Howard's  Super  Singlefold 

towel  service. 


The  more  hand-dries  you 
get  out  of  your  cabinet, 
the  more  efficient  your 
paper  service.  That's  what 
our  Super  Singlefold 
service  is  all  about— more 
hand-dries. 

More  hand-dries  mean  fewer 
cabinet  fillings. 

Most  standard  size  singlefold 

towel  cabinets  hold  about  450  towels.  Our 

Super  Singlefold  cabinet  holds  up  to  1300. 

So  you  can  have  more  hand  dries  with  fewer 
cabinet  fillings. 

More  hand-dries  mean  less  chance  of  run-out. 

The  Super  Singlefold  cabinet  holds  almost 
three  times  as  many  towels  as  most  standard 
cabinets.  So  you  can  service  more  than  twice 
as  many  people  with  each  cabinet  filling.  And 
still  have  towels  to  spare. 


You  have  fewer  run-outs.  And 
get  fewer  complaints. 

More  hand-dries  mean  main- 
tenance savings. 

Replace  your  smaller  cabi- 
net with  our  big  cabinet 
service,  and  you'll  probably 
reduce  the  number  of 
cabinets  it  takes  to  offer  the 
same  towel  service. 
Fewer  cabinets  mean  less  cabinet  loading 
time.  And  that  can  help  you  cut  down  on 
maintenance  costs. 

Does  your  cabinet  service  measure  up? 

To  find  out  how  your  cabinets  measure  up, 
write  us  on  your  letterhead.  One  of  our 
salesmen  will  be  over  to  show  you  how  many 
hand-dries  you're  getting  with  your  present 
service.  And  how  many  more  you  can  get  with 
Fort  Howard's  Super  Singlefold. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


fnot 

for  yourself, 

foryour 

image. 


Old  Grand-Dad. 

Head  of  the  Bourbon  Family 


c;'.^ 


Kentucky  Strai«!      '  urbon  Whiskeys  86  <>roof  and  100  proof  Bottled  in  Bond.  Old  Grand- Dad  Distillery  Co.,  Frankfort.  Ky.  40601. 
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The  Money  Men 


Look  At  All  Those  Beautiful, 

Scantily 

Clad 

Girls 

Out  There! 

Buffet! 


How  do  you  contemplate  the  current 
stock  market,  we  asked  Warren  Buf- 
fet*, the  sage  of  Omaha,  Neb. 

"Like  an  oversexed  guy  in  a  harem," 
he  shot  back.  "This  is  the  time  to 
start  investing." 

The  Dow  was  below  600  when  he 
said  that.  Before  we  could  get  Buf- 
fett's words  in  print,  it  was  up  almost 
15%  in  one  of  the  fastest  rallies  ever. 

We  called  him  back  and  asked  if  he 
found  the  market  as  sexy  at  660  as  he 
did  at  580.  "I  don't  know  what  the 
averages  are  going  to  do  next,"  he  re- 
plied, "but  there  are  still  plenty  of 
bargains  around."  He  remarked  that 
the  situation  reminded  him  of  the 
early  Fifties. 

Warren  Buffett  doesn't  talk  much, 
but  when  he  does  he's  well  worth  lis- 
tening to.  His  sense  of  timing  has 
been  remarkable.  Five  years  ago,  late 
in  1969,  when  he  was  39,  he  called  ■ 
it  quits  on  the  market.  He  liquidat- 
ed his  money  management  pool,  Buf- 
fett Partnership,  Ltd.,  and  gave  his 
clients  their  money  back.  Before  that, 
in  good  years  and  bad,  he  had  been 
beating  the  averages,  making  the 
partnership  grow  at  a  compounded 
annual  rate  of  30%  before  fees  be- 
tween 1957  and  1969.  (That  works 
out  to  a  $10,000  investment  growing 
to  $300,000  and  change.) 

He  quit  essentially  because  he 
found  the  game  no  longer  worth  play- 
ing. Multiples  on  good  stocks  were 
sky-high,  the  go-go  boys  were  "per- 
forming" and  the  list  was  so  picked 
over  that  the  kind  of  solid  bargains 
that  Buffett  likes  were  not  to  be  had. 
He  told  his  clients  that  they  might  do 
better  in  'tax-exempt  bonds  than  in 
playing  the  market.  "When  I  got 
started,"  he  says,  "the  bargains  were 
flowing  like  the  Johnstown  flood;  by 
1969  it  was  like  a  leaky  toilet  in 
Altoona."  Pretty  cagey,   this   Buffett. 


When  all  the  sharp  MBAs  were 
crowding  into  the  investment  business, 
Buffett  was  quietly  walking  away. 

Buffett  settled  back  to  manage  the 
business  interests  he  had  acquired,  in- 
cluding Diversified  Retailing,  a  chain 
of  women's  apparel  stores;  Blue  Chip 
Stamps,  a  western  states  trading 
stamp  operation;  and  Berkshire  Hath- 
away, a  diversified  banking  and  insur- 
ance company  that  owned,  among 
other  things,  a  weekly  newspaper, 
The  Omaha  Sun.  The  businesses  did 
well.  Under  Buffett's  management,  the 
Sun  won  a  Pulitzer  prize  for  its  expose 
of  how  Boys  Town,  despite  pleas  of 
poverty,  had  been  turned  into  a  "mon- 
eymaking  machine." 

Swing,  You  Bum! 

Buffett  is  like  the  legendary  guy 
who  sold  his  stocks  in  1928  and  went 
fishing  until  1933.  That  guy  probably 
didn't  exist.  The  stock  market  is  habit- 
forming:  You  can  always  persuade 
yourself  that  there  are  bargains 
around.  Even  in  1929.  Or  1970.  But 
Buffett  did  kick  the  habit.  He  did 
"go  fishing"  from  1969  to  1974.  If  he 
had  stuck  around,  he  concedes,  he 
would  have  had  mediocre  results. 

"I  call  investing  the  greatest  busi- 
ness in  the  world,"  he  says,  "because 
you  never  have  to  swing.  You  stand 
at  the  plate,  the  pitcher  throws  you 
General  Motors  at  471  U.S.  Steel  at 
39!  and  nobody  calls  a  strike  on  you. 
There's  no  penalty  except  opportunity 
lost.  All  day  you  wait  for  the  pitch 
you  like;  then  when  the  fielders  are 
asleep,  you  step  up  and  hit  it." 

But  pity  the  pros  at  the  investment 
institutions.  They're  the  victims  of  im- 
possible "performance"  measure- 
ments. Says  Buffett,  continuing  his 
baseball  imagery,  "It's  like  Babe  Ruth 
at  bat  with  50,000  fans  and  the  club 
owner  yelling,  'Swing,  you  bum!'  and 


some  guy  is  trying  to  pitch  him  an 
intentional  walk.  They  know  if  they 
don't  take  a  swing  at  the  next  pitch, 
the  guy  will  say,  'Turn  in  your  uni- 
form.' "  Buffett  claims  he  set  up  his 
partnership  to  avoid  these  pressures. 

Stay  dispassionate  and  be  patient, 
is  Buffett's  message.  "You're  dealing 
with  a  lot  of  silly  people  in  the  mar- 
ketplace; it's  like  a  great  big  casino 
and  everyone  else  is  boozing.  If  you 
can  stick  with  Pepsi,  you  should  be 
O.K."  First  the  crowd  is  boozy  on 
optimism  and  buying  every  new  issue 
in  sight.  The  next  moment  it  is  boozy 
on  pessimism,  buying  gold  bars  and 
predicting  another  Great  Depression. 

Fine,  we  said,  if  you're  so  bullish, 
what  are  you  buying?  His  answer:  "I 
don't  want  to  tout  my  own  stocks." 

Any  general  suggestions,  we  asked? 

Just  commonsense  ones.  Buy  stocks 
that  sell  at  ridiculously  low  prices. 
Low  by  what  standards?  By  the 
conventional  ones  of  net  worth,  book 
value,  the  value  of  the  business  as  a 
going  concern.  Above  all,  stick  with 
what  you  know;  don't  get  too  fancy. 
"Draw  a  circle  around  the  businesses 
you  understand  and  then  eliminate 
those  that  fail  to  qualify  on  the 
basis  of  value,  good  management  and 
limited  exposure  to  hard  times."  No 
high  technology.  No  multicompanies. 
"I  don't  understand  them,"  says  Buf- 
fett. "Buy  into  a  company  because 
you  want  to  own  it,  not  because  you 
want  the  stock  to  go  up. 

"A  water  company  is  pretty  sim- 
ple," he  says,  adding  that  Blue  Chip 
Stamps  has  a  5%  interest  in  the  San 
Jose  Water  Works.  "So  is  a  news- 
paper. Or  a  major  retailer."  He'll 
even  buy  a  Street  favorite  if  he  isn't 
paying  a  big  premium  for  things  that 
haven't  happened  yet.  He  mentions 
Polaroid.  "At  some  price,  you  don't 
pay  anything  for  the  future,  and  you 
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The  Beach  and  Tennis  Club  at  John's  Island  is  an  architectural  gem—  in  a  setting  of  great  tropical  beauty. 

The  understated  lines  of  classic  design  characterize  everything  built  on 
John's  Island.  Here,  in  a  world  apart,  is  a  privately  owned  resort  community 
for  a  discerning,  conservative  clientele.  We  offer  residential  properties, 
golf  cottages  and  oceanfront  apartments  for  both  purchase  and  rental.  For 
our  hard-cover  book,  illustrated  with  99  color  photographs  and  available 
at  $5,  write  to  Roy  D.  Chapin  III,  37  John's 
Island  Drive,  Vero  Beach,  Florida  32960. 


John's  island 


The  Money  Men 


Obtain  the  HUD  Property  Report  from  developer  and  read  it  before  signing  anything   HUD  neither  approves  the  merits  of  the  offering  nor 
the  value  of  the  property  as  an  investment,  it  any  This  offering  is  not  available  to  residents  of  states  where  prohibited  by  law  AD»  12088 


This  announcement  appears  as  a  matter  of  record 


HERCULES 

INCORPORATED 


Announces 

A  multimillion  dollar  expansion 

to  their  manufacturing  facility  in 
Covington  ,Vi  rgin  ia 

This  expansion  adds247.000square  feet  to  the  plant 
for  the  production  of  oriented  polypropylene  film. 

A  fine  example  of  progress  and  stability  of 
doing  business  in  the  State  of  Virginia.  The 
undersigned  would  welcome  the  opportunity  to 
present  our  State 's  advantages  to  your  company. 

Virginia  Division  of 
Industrial  Development 

Frank  Alspaugh,  Director 

The  Governor's  Office,  1010  State  Office  Building 

Richmond,Virginia  232 19 


even  discount  the  present.  Then,  if 
Dr.  Land  has  some  surprises  up  his 
sleeve,  you  get  them  for  nothing." 

Have  faith  in  your  own  judgment 
or  your  adviser's  judgment,  Buffett 
advises.  Don't  be  swayed  by  every 
opinion  you  hear  and  every  sugges- 
tion you  read.  Buffett  recalls  a  favor- 
ite saying  of  Professor  Benjamin 
Graham,  the  father  of  modern  secu- 
rity analysis  and  Buffett's  teacher  at 
Columbia  Business  School:  "You  are 
neither  right  nor  wrong  because  peo- 
ple agree  with  you."  Another  way  of 
saying  that  wisdom,  truth,  lie  else- 
where than  in  the  moment's  moods. 

All  Alone? 

What  good,  though,  is  a  bargain 
if  the  market  never  recognizes  it  as  a 
bargain?  What  if  the  stock  market 
never  comes  back?  Buffett  replies: 
"When  I  worked  for  Graham- New- 
man, I  asked  Ben  Graham,  who  then 
was  my  boss,  about  that.  He  just 
shrugged  and  replied  that  the  mar- 
ket always  eventually  does.  He  was 
right— in  the  short  run,  it's  a  voting 
machine,  in  the  long  run,  it's  a 
weighing  machine.  Today  on  Wall 
Street  they  say,  'Yes,  it's  cheap,  but 
it's  not  going  to  go  up.'  That's  silly. 
People  have  been  successful  investors 
because  they've  stuck  with  successful 
companies.  Sooner  or  later  the  market 
mirrors  the  business."  Such  classic  ad- 
vice is  likely  to  remain  sound  in  the 
future  when  they  write  musical  come- 
dies about  the  go-go  boys. 

We  reminded  Buffett  of  the  old 
play  on  the  Kipling  lines:  "If  you  can 
keep  your  head  when  all  about  you 
are  losing  theirs  .  .  .  maybe  they  know 
something  you  don't." 

Buffett  responded  that,  yes,  he  was 
well  aware  that  the  world  is  in  a 
mess.  "What  the  DeBeers  did  with 
diamonds,  the  Arabs  are  doing  with 
oil;  the  trouble  is  we  need  oil  more 
than  diamonds."  And  there  is  the  pop- 
ulation explosion,  resource  scarcity, 
nuclear  proliferation.  But,  he  went  on, 
you  can't  invest  in  the  anticipation  of 
calamity;  gold  coins  and  art  collec- 
tions can't  protect  you  against  Dooms- 
day. If  the  world  really  is  burning 
up,  "you  might  as  well  be  like  Nero 
and  say,  'It's  only  burning  on  the 
south  side.' 

"Look,  I  can't  construct  a  disastei 
proof  portfolio.  But  if  you're  only  wor- 
ried about  corporate  profits,  panic  <>r 
depression,  these  things  don't  botlnr 
me  at  these  prices." 

Buffett's  final  word:  "Now  is  tin 
time  to  invest  and  get  rich."  ■ 
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Profits  Without  Glory 


The  market  has  put 

a  miserable  multiple 

on  Crane  Co.'s 

fantastic  earnings, 

but  Tom  Evans  can  afford 

to  be  patient. 

Thomas  Mellon  Evans,  the  tough 
entrepreneur  from  Pittsburgh,  oan 
count  himself  relatively  lucky  this 
year.  Crane  Co.,  of  which  he  owns 
15%,  was  one  of  the  few  stocks  that 
hit  new  highs  this  year;  last  month  it 
was  selling  at  27/4,  up  a  good  50% 
from  a  year  ago. 

What  does  it  take  to  buck  a  tidal 
wave  like  this  year's  stock  market? 
Plenty.  To  do  what  it  did,  Crane  will 
report  at  least  $10  a  share,  maybe 
$11,  when  the  books  finally  close  on 
1974—2/2  to  three  times  last  year's  fig- 
ure. In  other  words,  it  takes  a  200% 
gain  in  earnings  to  produce  a  50% 
bulge  in  the  stock.  Which  still  leaves 
Crane  selling  at  three  times  earnings 
—or  less. 

Crane  is  a  real  hybrid.  It  makes 
plumbing  fixtures  and  valves  on  the 
one  hand  and  steel  on  the  other.  Its 
steel  property  is  Pueblo's  CF&I,  for- 
merly Colorado  Fuel  &  Iron,  which 
Evans  acquired  for  Crane  in  1969. 
Thanks  to  the  continuing  boom  in 
steel,  CF&I  will  be  the  big  contrib- 
utor to  profits  this  year. 

Evans  is  quick  to  point  out,  how- 
ever, that  CF&I  is  more  than  just  a 
passive  beneficiary  of  the  steel  boom. 
Sitting  in  his  office  on  Manhattan's ' 
Park  Avenue,  watching  out  of  a  cor- 
ner of  his  eye  as  stock  market  quo- 
tations slip  across  a  closed-circuit 
ticker,  Evans  says:  "It's  a  good  proper- 
ty in  its  own  right  because  it  has  its 
own  natural  resources."  He  is  refer- 
ring to  Crane's  reserves  of  over  35 
years'  supply  of  iron  ore  and  coal 
for  the  production  of  coke.  Companies 
short  of  coke— Bethlehem,  for  exam- 
ple—are being  held  back  this  year  by 
the  high^cost  of  open-market  coke. 

Evans  also  points  out  that  since  he 
took  CF&I  over  in  1969,  he  has 
shucked  off  some  of  its  junkier  parts. 
Among  the  items  to  go  have  been 
wire  and  wire  products  plants.  The 
proceeds  of  the  divestitures,  plus 
much  of  Crane's  growing  stream  of 
cash  flow,  have  been  poured  back  into 
plant  and  equipment  at  the  big  old 
Pueblo  plant,  parts  of  which  were 
built  way  back  in  1872.  In  five 
years  Evans  has  put  $170  million  into 
Pueblo,  a  huge  sum  when  you  con- 
sider that  the  whole  plant  is  carried 


Evans  of  Crane  Co. 

on  the  books  at  only  $130  million. 

What  about  the  rest  of  Crane's  busi- 
ness? After  all,  even  this  year  CF&I 
will  account  for  only  about  38%  of  an 
estimated  $1.2  billion.  The  capital- 
spending  boom  has  been  good  for 
Crane's  valve  business;  but  the  home- 
building  slowdown  has  hurt  the 
plumbing  supplies  part.  This  year  it 
will  contribute  less  than  5%  of  Crane's 
earnings,  compared  with  20%  five 
years  ago.  But  for  now,  plumbing 
and  valves  don't  really  matter.  As 
long  as  the  steel  boom  continues, 
CF&I  promises  to  be  a  gold  mine. 
With  cash  flow  likely  to  hit  $85  mil- 
lion this  year,  Evans  will  be  able  to 
continue  modernizing  Pueblo's  once 
run-down  facilities.  As  far  as  expan- 
sion is  concerned,  he  has  no  plans 
to  add  to  the  plant's  1.2  million  tons 
of  capacity.  "It  would  be  silly  to  add 
capacity,"  he  says.  "By  the  time  you 
get  it  built,  the  boom  might  have 
ended.  Anyhow,  I  don't  know  that 
many  more  steel  mills  are  needed  in 
this  country." 

Don't  Count  On  Lunch 

One  reason  for  the  stock's  low  multi- 
ple is  that,  rightly  or  wrongly,  Evans 
has  the  reputation  of  emphasizing 
profits  now  rather  than  building  for 
the  future.  He  also  is  known  for  being 
over-fast  with  the  pink  slip  for  execu- 
tives who  displease  him.  There  are 
many  stories  about  Evans.  One  of 
them  is  a  quip  that  defines  an  optimist 
as  a  Crane  executive  who  brings  his 
lunch  to  work. 

Be  that  as  it  may,  Tom  Evans  (as 
his  middle  name  indicates,  he  is  a 
distant   relative   of   the   famed   Pitts- 


burgh Mellons)  has  been  one  of 
American  industry's  more  durable  ac- 
quisition artists.  Starting  with  a  mod- 
est inheritance  of  only  $15,000,  he 
built  a  decrepit  Pittsburgh  locomotive 
firm  into  big  H.K.  Porter  Co.,  a  di- 
versified industrial  products  company 
with  1973  sales  of  $268  million.  Look- 
ing for  bigger  fields  to  conquer,  he 
took  over  first  Crane  and  then  CF&I. 
His  tactics  have  never  changed,  and 
they  are  straight  out  of  investment 
philosopher  Benjamin  Graham:  Ac- 
quire underused  assets  on  the  cheap 
and  turn  them  to  more  profitable  use. 
Evans  never  cut  the  wide  swath  that 
James  Ling  or  Charles  Bluhdorn  did. 
But  he  has  built  himself  a  personal 
fortune  estimated  at  over  $100  million. 
At  63,  Evans  is  still  a  bundle  of 
energy.  The  betting  is  that  when  he 
has  the  Pueblo  plant  in  the  shape  he 
wants,  he  will  look  for  another  big 
acquisition,  possibly  a  forest  products 
company.  If  he  runs  true  to  form,  he 
will  make  the  acquisition,  as  he  made 
his  former  ones,  with  a  minimal  dilu- 
tion of  common  equity.  As  a  result  of 
this  positively  stingy  policy  toward 
equity,  Crane  has  a  common  capitali- 
zation of  only  5  million  shares;  there 
is  nearly  $250  in  sales  behind  every 
share  of  its  stock.  With  his  growing 
cash  flow  and  with  his  penchant  for 
buying  assets  cheap,  Evans  doesn't 
need  a  renewed  stock  market  boom 
to  finance  his  acquisition  drive.  He 
seems  to  figure  that  if  the  stock  mar- 
ket is  reluctant  to  recognize  the  worth 
of  what  he  has  done,  then  earnings 
leverage  will  eventually  force  the 
recognition.  As  things  are  going,  he 
can  afford  to  be  patient.  ■ 
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Putting  A  Scare  Into  Sales 


There's  beauty  these  days  in  the  beast. 


the  possible  exception  of  the 
stock  market,  no  business  depends 
,H>re  on  fads  than  the  toy  business. 
It's  Hula-Hoops  one  year,  Hot  Wheels 
another  and  Barbie  Dolls  yet  another. 
The  fads  tend  to  collapse  as  abrupt- 
ly as  they  start. 

The  latest  fad  in  the  toy  business 
is  monsters.  "Suddenly  people  are  in 
love  with  monsters,"  says  Thomas  X. 
Murn,  managing  editor  of  Playthings, 
the  oldest  publication  of  the  toy 
trade.  "It  will  be  a  monster  season." 
These  are  not  the  kind  that  scare 
kids  out  of  their  wits  and  cause 
nightmares,  but  rather  friendly  mon- 
sters, the  land  that  lads  can  laugh  at 
and  think  of,  well,  as  pals.  A  small 
toy  firm,  the  Illfelder  Toy  Co.,  cur- 
rently has  one  of  the  world's  best- 
selling,  under-$2  toys.  It  is  Squinnies, 
a  weird,  caterpillar-like  creature. 

What  with  inflation,  the  plastics 
shortage  and  the  general  slowdown 
in  retail  buying,  the  toy  companies 
are  scared.  Some  firms  are  already 
bankrupt,  others  are  tottering.  Mat- 
tel, the  biggest  of  them  all,  is  cur- 
rendy  in  dutch  with  the  Securities  & 
Exchange  Commission  for  toying  with 
its  accounting  (see  p.  69).  The  toy- 
makers  needed  a  new  fad,  and  the 
monsters  came  along  just  in  time. 

Leading  the  craze  right  now  is  the 


Planet  of  the  Apes  phenomenon. 
Simians  are  big  box  office.  "I've  been 
around  through  all  the  big  ones— Su- 
perman, Batman,  The  Lone  Ranger, 
Hopalong  Cassidy,"  says  Selwyn 
Rausch,  head  of  SRS  Merchandising. 
"But  the  Apes  take  the  cake." 

Rausch  has  the  exclusive  right  to 
license  all  Apes  merchandise  for  Twen- 
tieth Century-Fox.  Last  year  only  a 
few  licenses  were  in  effect.  This  year, 
he  has  licensed  over  300  different 
pieces  of  merchandise,  from  twistable 
Ape  models  to  a  rock  'n'  roll  group. 
Licensing  royalties,  income  from  al- 
ready existing  Apes  movies  and  a  new 
"Planet  of  the  Apes"  television  show 
in  prime  time  will  be  a  significant 
part  of  Twentieth  Century-Fox's  net 
income  for  1974  and  probably  in 
1975  as  well.  For  companies  overall, 
sales  of  Apes  merchandise  should 
easily  top  $100  million  at  retail. 

The  Apes  phenomenon  began  in 
1963  with  Pierre  Boulle's  novel  about 
a  planet  (Earth)  dominated  by  apes 
created  by  reverse  evolution  after  an 
atomic  holocaust.  Fox  made  five  low- 
budget  Apes  films,  found  them  box- 
office  blockbusters.  The  films  were 
then  leased  to  CBS,  and  when  the 
first  was  shown  last  fall  on  TV,  it  pulled 
an  estimated  audience  of  50  million, 
one  of  the  largest  in  TV  history. 


Aping.  Planet  of  the  Apes  characters, 
in  every  variety  from  gorillas 
to  orangutans,  have  proved 
so  popular  that  nearly  every 
toy  company  in  the  nation  has 
signed  up  for  a  piece  of 
the  action.  Still  to  come  are 
Apes  transistor  radios,  trap 
drum  sets,  chewing  gum  cards 
and  a  rock  group.  Most  of  the 
royalties  are  going  to  Twentieth 
Century-Fox.  Only  $988  last  year, 
they  could  hit  $2  million  this  year. 


Scared  Happy.  While  the  threatening  type  of  monster  or  ghoul  (left) 
continues  to  draw  crowds  to  the  haunted  houses  at  Disney's  two 
amusement  parks,  marketing  men  find  increasing  acceptance 
for  more  lovable  monsters  like  the  one  featured  in  Ralston  Purinas 
Freakies  cereal  (foreground)  and  General  Mills'  Count  Chocula.  Children 
covet  them  and  parents  groups  can  find  no  objection  to  them  the  way 
they  did  with  model  guillotines  and  other  "torture  toys"  a  few  years  bo(  k. 
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Once  and  for  all, 
let's  clear  the  ; 
air  about  air   l 


Tom  Kole 
President 
REA  Air  Express 


The  Imitators: 


They  can  get  your  shipment  on  a  flight 
eventually. 

They  can  get  you  an  airplane. 


They  can  land  your  shipment  at  an 
airport. 

They  can  deliver  your  shipment  to 
major  cities. 

They  can  use  multiple  carriers  to 
handle  your  shipment. 


The  Differences: 


REA  Air  Express  gives  your  shipment 
priority  on  the  first  flight  out. 

REA  Air  Express  gives  you  an  airline 
partnership. 

REA  Air  Express  can  deliver  to  your 
receiving  dock. 

REA  Air  Express  delivers  to  450  airport 
cities  and  22,000  communities. 

REA  Air  Express  delivers  via  one  carrier, 
one  management  all  the  way. 


Get  the  point?  There  are  hundreds  of  air  shipping  services  making  hundreds  of  claims  and 
promises  but  the  simple,  important  fact  for  any  shipper  to  remember  is  that  no  single  company 
can  offer  all  the  services  and  advantages  of  REA  Air  Express.  The  moral:  Don't  be  fooled  by 
imitators.  When  you  have  something  to  ship,  insist  on  the  original  Air  Express— REA  Air  Express. 
For  a  fast  pick  up,  check  the  white  pages  or  for  a  complete  brochure  write  to:  Tom  Kole, 
President,  REA  Air  Express,  Dept.  AE22,  219  East  42nd  Street,  New  York,  N.Y.  10017. 


AIR  EXPRESS.  The  Difference. 

The  air  shipping  division  of  the  REA  Express  system. 


Today  the  F.A.O.  Schwarz  toy  store 
in  New  York  features  Planet  of  the 
Apes  costumes  at  $10  each  in  its 
Christmas  catalogue.  "The  Apes  have 
exploded  on  our  market,"  says  Arnold 
Maggi,  toy  buyer  for  Schwarz. 

The  comics  industry  was  probably 
the  first  to  detect  a  real  upsurge  in 
interest  around  1971  when  publish- 
ers, with  superheroes  like  Superman 
and  Batman  losing  favor,  changed 
the  Comics  Code  to  permit  classic 
monsters,  which  had  been  banned 
since  1954.  About  one-third  of  the 
Marvel  Comics  line  of  84  magazines 
now  focuses  on  monsters,  ranging 
from  a  teenage  werewolf  to  a  cyborg, 
a  half-robot  creature  fighting  a  kind 
of  Central  Intelligence  Agency  take- 
over of  the  U.S.  Government.  The 
best-seller  of  them  all,  however,  is 
Tomb  of  Dracula,  based  on  the  orig- 
inal Dracula  story. 

Monsters  are  proving  good  sales- 
men, especially  for  kids.  Bristol- 
Myers  has  heavily  promoted  its  Mon- 
ster Mutiple  Vitamins  with  TV  ads 
featuring  horror  films  veteran  Vincent 
Price,  and  monster  vitamins  are  now 
big  sellers.  General  Mills  has  boosted 
market  share  for  its  nonhealth-food 
cereals  with  a  monster  line  led  by 
Count  Chocula  and  Franken*  Berry. 
Ralston  Purina  is  countering  with  its 
Freakies  cereal,  which  consists  of  as- 
sorted monsters  to  comfort  children 
at  breakfast  time. 


And  a  family  is  hardly"  with  it  un- 
less it  has  a  Juice  Monster  or  two 
around,  a  Famous  Monsters  plaster- 
casting  outfit,  assorted  monster  teeth, 
blood  of  Dracula  and  a  poster  of 
Godzilla. 

The  monster  business  has  its  own 
spokesman.  The  voice  of  monsterism 
is  The  Monster  Times,  a  monthly 
newspaper  with  125,000  circulation 
that  reports  on  new  monster  favorites. 
Subscription  promotions  urge  readers 
to  "subscribe  or  die."  Publishers  Larry 
Brill  and  Les  Waldstein  say  the  Times 
is  now  used  as  a  reading  tool  in  more 
than  500  schools. 

Gory  They  Are  Not 

The  monster  fad  differs  from  others 
created  by  "kidvision"  advertising. 
The  others  were  more  or  less  foisted 
on  the  kids.  The  monster  mania  seems 
more  spontaneous.  "The  Planet  of  the 
Apes  items,"  says  Morris  Levin,  presi- 
dent of  Elmex  Corp.,  one  of  the  na- 
tion's largest  toy  wholesalers  (and  a 
subsidiary  of  W.R.  Grace),  "created 
their  own  demand."  What's  more, 
while  in  the  past  manufacturers 
would  scarcely  admit  they  carried 
ugly  or  monster-like  lines,  now  they 
are  positively  embracing  ugliness. 
"Gory  these  monsters— including  these 
apes— are  not,"  says  toy  editor  Murn. 
"They  are  sort  of  fun  monsters." 

For  some  time,  monsters  have  been 
getting  more  lovable.  The  producers 
of  "Sesame  Street"  on  educational 
television  have  mined  this  field  with 
their  Cookie  Monster  and  the  appeal- 
ing Oscar  the  Grouch  for  several  years. 

Why  the  love  affair  with  monsters? 
Everyone  has  a  theory.  To  Rausch, 
it's  because:  "We've  had  a  series  of 
traumatic  experiences  like  Water- 
gate, the  energy  crisis,  the  Vietnam 
war.  People  want  to  escape  from  the 
real  into  a  fantasy  kind  of  world." 
That  seems  a  bit  weak:  Have  Ameri- 
can kids  really  been  traumatized  by 
Watergate? 

Others  say  that  children  need  to 
act  out  their  deepest  fears  through 
monsters.  To  psychoanalyst  Carl  Jung, 
reliving  monster  myths  was  important 
in  maintaining  a  balanced  mental  life. 
What  do  child  psychologists  say? 
"Most  children  know  they  are  not 
really  threatened  by  monsters  or  ugly 
creatures  on  TV  or  in  books,"  says 
Mrs.  Louise  B.  Ames,  co-director  of 
the  Gesell  Institute  of  Child  De- 
velopment. And  maybe  that's  what 
the  monster  craze  is  really  all  about: 
To  reassure  a  frightened  world  that 
horrors  aren't  so  horrible  after  all. 

For  whatever  reason,  the  monster 
business  is  more  than  a  fad,  claims 
Larry  Brill,  who  prefers  the  happy 
monster  to  the  violent  one.  "We  even 
recommended  in  an  editorial  that  par- 


ents  not   take   their   children   to   see 
The  Exorcist,"  he  says. 

But  Len  Wein,  Marvel  Comics' 
editor-in-chief,  has  seen  fads  come 
and  he  has  seen  them  go.  "I'd  give  it 
another  year,  and  then  on  to  some- 
thing else,"  he  says.  ■ 
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Foreclosure  Foreclosed 

There  is  more  at  issue  in  the  Penn  Central  bankruptcy 
than  the  fate  of  the  unfortunate  bondholders. 

Who'll  GIVE  ME  5o, 
na/ho'll  qiVE  tm.Cofy 


When  the  economic  history  of  these 
years  is  written,  the  Penn  Central  may 
become  famous  for  more  than  merely 
being  history's  biggest  bankruptcy.  It 
could  mark  a  turning  point  in  the  way 
our  society  looks  at  private  property. 

Since  it  is  hopelessly  broke,  the 
Penn  Central,  in  theory  at  least,  should 
now  be  the  property  of  its  creditors, 
especially  of  those  who  hold  the  near- 
ly $1.3  billion  worth  of  mortgages  on 
its  properties.  If  the  lender  can't  pay, 
the  lender  forecloses.  Right?  Not  nec- 
essarily so.  In  the  end,  the  courts  and 
Congress  may  well  decide  that  the 
public's  need  for  cheap  transportation 
transcends  the  theoretical  owners' 
right  to  sell  the  property  and  get 
some  of  their  money  back. 

The  Equitable  Life  Assurance  Soci- 
ety is  Penn  Central's  largest  single 
creditor.  It  owns  $150  million  in  Penn 
Central  mortgages.  Hear  Richard 
Dicker,  an  Equitable  vice  president: 

"Today  with  any  company  that  has 
a  high  public  impact— a  railroad,  a 
utility  or  even  a  manufacturer  that's 
a  major  factor  in  a  particular  region— 
a  lender  is  a  damn  fool  if  he  expects 
to  be  able  to  foreclose.  If  someone 
offered  me  a  mortgage  on  a  building 
owned  by  Consolidated  Edison,  I'd 
turn  around  and  walk  away.  That 
mortgage  is  worthless." 

FORBES,   NOVEMBER    1,    1974 


To  keep  Penn  Central  and  other 
bankrupt  Northeast  roads  running, 
Congress  set  up  the  U.S.  Railway  As- 
sociation. This  government  agency  is 
to  organize  Consolidated  Rail  Corp. 
(Conrail),  a  private  company  that 
will  take  over  and  operate  those  parts 
7>f  the  railroads'  property  that  USRA 
decides  not  to  abandon.  The  creditors 
will  be  paid  neither  in  cash  nor  in 
government  bonds.  They  will  be  of- 
fered common  stock  in  Conrail.  That 
stock  may  or  may  not  be  worth  any- 
thing—which the  creditors  insist  is 
taking  their  secured  assets  without 
fair  compensation.  They  have  a  point. 
The  creditors  contend  that  despite  its 
$1.5-billion  dose  of  federal  money, 
Conrail  is  bound  to  fail  as  a  private 
corporation.  Fresh  in  their  minds  is 
the  memory  of  the  New  Haven  merg- 
er, where  bondholders  got  Penn  Cen- 
tral stock  based  on  a  projected  value 
of  $87.50  a  share.  Today  Penn  Cen- 
tral sells  for  $1.50  a  share. 

All  this  produces  extremely  com- 
plex and  time-consuming  litigation. 
Legal  costs  now  run  over  $1  million 
a  month  for  all  parties,  and  eventual- 
ly it  will  take  several  Supreme  Court 
opinions  to  resolve  the  issues. 

But  the  crucial  question  for  mort- 
gage lenders  involves  what  is  called 
"erosion."  That's  the  decrease  in  Penn 


Central's  net  worth  that  has  taken 
place  since  bankruptcy  proceedings 
began  in  1970.  Creditors  claim  the 
figure  amounts  to  more  than  $800 
million;  however,  that  figure  doesn't 
include  deterioration  of  track  or 
yards  caused  by  inadequate  or  post- 
poned maintenance.  If  Penn  Central 
were  an  ordinary  private  business, 
the  creditors  would  long  since  have 
shut  it  down  and  sold  the  assets  for 
what  they  would  bring. 

Clash  Of  Interests 

Obviously,  it  would  be  a  national 
disaster  if  the  Penn  Central  stopped 
running.  But  what  of  the  creditors' 
rights?  The  courts  have  never  square- 
ly faced  this  legal  problem  before. 

The  closest  direct  parallel  is  the 
railroad  reorganizations  of  the  Thir- 
ties. But  then  the  lines  were  all  in  the 
black  on  an  income  basis;  they  just 
couldn't  service  their  debt.  These 
roads  were  worth  more  alive  than 
dead.  But  Penn  Central  is  different. 
To  the  creditors,  it  might  be  worth 
more  dead  than  as  things  now  stand. 

"In  the  Penn  Central's  case,  the  as- 
sets are  being  eaten  up  just  to  keep 
the  thing  going,"  says  Harvard  law 
professor  Vern  Countryman,  an  ex- 
pert on  creditors'  rights.  "There  goes 
the    bondholders'    security,    but    the 
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SHEEPSKIN  THAT 
LASTS  FOREVER 

Precisely  reproduced  on  satin- 
finish  stainless  steel,  a  college 
diploma,  a  certificate,  photo- 
graph or  any  other  document 
will  last  virtually  forever. 
Lettering  and  illustrations  are 
fused  to  the  solid  stainless 
steel  .  .  .  impervious  to  mois- 
ture, aging,  and  sunlight.  A 
quick  wipe  with  a  damp  cloth 
maintains  its  elegant  luster. 
For  our  other  distinctive,  en- 
during gift  ideas,  see  your 
jeweler  or  stationer,  or  write 
for  descriptive  pamphlet. 

THE  MASSILLON  PLAQUE  CO. 

DEPT.   FB11  —   MASSILLON,    OHIO    44646 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  *     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •      •     •      • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


Supreme  Court  may  just  say  that  this 
is  one  of  the  risks  you  take  when  you 
invest  in  an  industry  that  can't  shut 
down  without  government  approval." 

Creditors  aren't  at  all  happy  about 
that.  "Without  foreclosure,  we're  in  a 
situation  just  like  a  banana  republic 
where  you  can't  get  your  assets  out," 
says  John  Ingraham,  vice  president 
and  senior  lending  officer  at  First  Na- 
tional City  Bank,  lead  lender  for  a 
group  of  banks  with  $300  million 
worth  of  Penn  Central  secured  debt. 

"For  years,  the  courts  have  been 
giving  little  clues  along  the  way  that 
there  is  something  special  about  in- 
vestments in  railroad  property,"  says 
the  University  of  Michigan's  Frank 
Kennedy,  a  leading  bankruptcy  schol- 
ar. "Sophisticated  people  will  just 
have  to  realize  that  a  mortgage  is  a 
less  stable  interest  than  it  once  was. 
The  natural  result  of  this  would  be  to 
force  interest  rates  up." 

Already,  money  is  harder  to  come 
by  even  for  healthy  railroads.  They 
now  do  nearly  all  their  financing  ei- 
ther through  equipment  trusts,  which 
are  paid  off  even  during  bankruptcy, 
or  leases,  which  are  especially  useful 
for  lines  that  pay  no  income  taxes 
since  they  can  pass  through  tax  cred- 
its and  accelerated  depreciation. 

"As  a  result  of  Penn  Central,  sev- 
eral of  the  large  insurance  companies 
have  sold  out  and  will  no  longer  buy 
railroad  securities,"  says  Norfolk  & 
Western  President  John  Fishwick. 
"The  market  for  equipment  trusts  has 
definitely  narrowed."  Everyone  agrees 
that  mortgage  financing  for  a  rail- 
road would  be  impossible  today,  re- 
gardless of  the  underlying  assets. 

Though  the  railroads  are  in  the 
spotlight  now,  creditors  of  other  reg- 
ulated industries  like  airlines  and  util- 
ities could  soon  be  in  a  similar  situa- 
tion. (Historically,  railroads  led  in  the 
developing  legal  and  financial  con- 
cepts that  made  the  modem  corpora- 
tion possible;  they  may  also  lead  in 
developing  doctrines  that  change  the 
structure  they  helped  create. ) 

Question:  If  the  public  interest  is 
allowed  to  transcend  the  creditors' 
property  rights  in  regulated  indus- 
tries, who  will  be  next?  Harvard  pro- 
fessor Countryman  raises  an  intriguing 
point:  "Boeing  is  a  beautiful  exam- 
ple. That  company  is  very  important 
to  its  community.  Suppose  some  judge 
wants  to  keep  it  going  even  though 
it  is  bankrupt  and  losing  money. 
There's  no  clear-cut  law  that  says  se- 
cured creditors  can  have  the  assets 
sold.  Of  course,  the  public  has  that 
impression,  but  I  don't  think  the  Con- 
stitution should  be  read  to  guarantee 
the  full  value  of  collateral.  That's  just 
part  of  the  risk  you  take  as  a  lender." 

Maybe  so,  but  what  does  that  do 


to  people's  willingness  to  lend?  "In 
the  old  days,  lenders  didn't  give  a 
damn  about  anything  but  assets," 
says  Equitable's  Dicker.  "Now  you've 
got  to  be  convinced  that  a  business 
will  have  adequate  earnings."  That  ex- 
plains why  institutional  lenders  today 
put  all  sorts  of  strings  on  their  credit 
agreements.  These  come  in  the  form 
of .  enforceable  promises,  called  cove- 
nants, made  directly  by  the  borrower. 
They  require  certain  financial  ratios, 
impose  debt  limits  and  often  specify 
representation  on  the  board  of  direc- 
tors. The  result  is  a  corporate  equiva- 
lent of  having  to  ask  the  banker  who 
holds  your  home  mortgage  if  you 
can  buy  a  car  or  take  a  vacation. 

Way  Out 

The  whole  issue  could  be  skirted, 
of  course,  were  Congress  to  agree  to 
pay  a  reasonable  price— perhaps  to  be 
decided  by  the  courts— for  the  billions 
of  dollars  worth  of  Penn  Central 
right-of-way,  property  and  equip- 
ment. This  is  what  normally  happens 
when  a  government  takes  property  for 
public  use— and  there  is  no  doubt  that 
the  creditors  would  settle  for  a  good 
deal  less  than  100  cents  on  the  dollar. 
But  the  transaction  would  still  cost 
the  taxpayers  a  billion  dollars  or  more, 
and  Congress  is  in  no  mood  to  vote 
the  money.  Even  if  the  creditors  were 
to  sue  and  win  in  court,  there  is  no 
assurance  that  Congress  would  ap- 
propriate the  cash.  When  push  comes 
to  shove,  it  appears  that  political  ex- 
pediency is  going  to  take  precedence 
over  property  rights. 

The  author  of  the  Regional  Rail 
Reorganization  Act,  Representative 
Brock  Adams  (Dem.,  Wash.),  is  a 
leading  critic  of  using  government 
money  to  pay  off  Penn  Central  cred- 
itors. He  argues  that  the  creditors  de- 
serve to  lose  their  money. 

"Free  enterprise  realty  fell  on  its 
face  with  Penn  Central,"  he  says.  "In 
the  future  creditors  will  have  to  do  a 
lot  more  than  just  sit  around  their 
offices  and  read  reports.  Those  guys 
who  loaned  money  to  Penn  Central 
should  have  been  in  there  working  to' 
rebuild  that  railroad  back  in  the  early 
Sixties." 

Perhaps  the  lenders  were  negligent, 
but  who  suffers  in  the  end?  The  banks 
and  insurance  companies  are,  after  all, 
lending  out  other  people's  monej 
These  people  have  rights,  too,  as  do 
the  Penn  Centrals  customers  and  the 
public  it  serves.  Our  democracy  has 
flourished  on  a  nice  balance  between 
property  rights  and  the  public  Intel 
est.  To  tip  the  balance  too  Far  from 
property  rights  toward  the  public  in- 
terest is  to  take  a  great  step  toward 
socialism.  There  is  more  a;  stake  here 
than  a  few  pieces  of  paper.   ■ 
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LOOKING  TV  HARD  IN  THE  EYE, YOU  GOULD 
WRITE  A  BOOK  ABOUT  IT.  EVERY  WEEK. 


People  have  come  to  realize 
that  what  they  see  on 
television  is  not  always  a 

complete  picture. 

It  helps  to  have  someone 

who  can  read  between  the  lines. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 


Why,  people  ask,  did  the 
Vietnam  War  seen  on  television 
seem  to  be  so  different  from  the 
one  actually  fought?  We  undertook 
a  three-part  series  to  help  get  at 
the  answer. 

Does  television  go  too  far  in 
openness  and  frankness?  Nudity 
and  sex?  Racial  and  religious  slurs? 
We  took  a  nationwide  poll  to  test 
temperatures  and  reported  at  least 
a  slight  fever. 

What  prompted  the  rules 
changes  announced  by  the  NFL? 
We  suggested  that  Nielsen  ratings 
played  a  major  role. 

Each  week  we  write  for 
people  who  know  there's  more  to 
television  than  meets  the  eye. 
People  who  want  to  know  more 
than  who  and  what  is  on  when. 

Of  special  interest  to  our  ad- 
vertisers is  the  fact  that  more  people 
will  buy  TV  Guide  this  year  to  read 
about  television  than  will 
buy  any  other  magazine  to 
read  about  anything  else. 


GUIDE 


TRIANGLE  PUBLICATIONS,  INC 


WE'RE  BIG.  WE'RE  EFFICIENT. 
WE  GET  READ.  YOU  GET  READ. 


CtajJ/jLOmio^ 


How  more  than 

100  companies  have 

cut  their  electricity  bills 

by  10%.  At  least. 


(If  your  company's  bill  is  $15,000  a  month  or  more,  read  on 


Even  in  the  golden  days  of  unlimited  energy  and 
lower  utility  bills,  10%  was  a  significant  saving.  Today, 
with  escalating  electricity  costs,  that  same  10%  rep- 
resents a  lot  more  money.  That's  why  more  than  100 
companies  are  using  the  IBM  System/7  to  reduce 
their  electricity  bills.  And  many  of  them  are  saving 
even  more  than  10%. 

The  theory 

Supposeall  the  air  delivery  fans  in  your  plant  were 
cycledoffsequentiallyforfive  minutes  every  half  hour. 
The  difference  in  overall  effectiveness  would  never 
be  noticed,  but  the  savings  in  energy  would  be 
considerable. 

In  addition,  your  generators,  pumps  and  heat  con- 
verters would  also  require  less  energy.  In  fact,  your 
savings  from  these  secondary  sources  might  far  ex- 
ceed those  from  the  fans. 

Well  that's  the  theory  behind  the  System/7  Power 
Management  System.  By  moniton  ng  energy  demands 
and  interrupting  a  selected  group  of  electrical  devices 
for  short  periods  of  time,  utility  bills  can  be  dramati- 
cally reduced. 


The  graphs  below  illustrate  the  possible  reduc- 
tions in  demand  and  total  consumption  that  can  be 
achieved  through  various  methods  of  power  control. 


Figure  1  shows  uncontrolled  power  usage. 

Figure2showsthe  effect  of  a  load  level  ling  system. 
Here  the  peak  demand  is  lowered,  but  nothing  is  done 
to  reduce  overall  consumption. 

Figure  3  shows  how  t lie  Syst 
ment  System  acts  to  lower  the  entu 
usage,  reducing  both  demand  resumption  k 

continually  measur  ukj  the  performance  i 


vice,  comparing  it  to  predetermined  targets  and  taking 
corrective  action  by  interrupting  power  for  short  pe- 
riods of  time. 

The  record 

The  System/7  Power  Management  System  is  al- 
ready at  work  in  a  wide  range  of  industries,  shopping 
centers,  universities  and  office  buildings  providing 
savings  of  10% to  20%  and  more  in  electricity. 


"Our  dollar  savings  when  computed  at  today's  rates,  average  between 
$25,000  and  $28,000  a  month!' 

Rich's  Department  Store,  Atlanta,  Georgia.  "Weve 
■got  dual  System/7's  controlling  our  power  usage  in 
17  separate  facilities','  says  Marshall  N.  Sauls,  vice 
president  of  Rich's  Incorporated.  "Our  monthly  con- 
sumption of  electricity  has  dropped  from  7-1/2  million 
kilowatt  hours  to  6  million.  And  our  dollar  savings 
when  computed  at  today's  rates  average  between 
$25,000  and  $28,000  a  month.  Yet  at  nC  time  during 
the  business  day  has  there  been  any  noticeable 
change  i  n  the  comfort  of  our  employees  or  customers'.' 

Saco-Lowell  Corporation,  Greenville,  South  Car- 
olina. "The  System/7  is  saving  us  more  than  the 
$25,000  a  year  we  had  originally  projected','  says  T.N. 


he  System/7  is  saving  us  more  than . . .  $25,000  a  year." 


GUiF  LIFE 

Papleacos,  vice  presi- 
dent of  operations  at 
the  460,000  square  foot 
manufacturi  ng  faci  I  ity. 
"Not  only  has  demand 
—a  key  factor  in  elec- 
tric power  rate  struc- 
tures—been kept 
down,  but  consump- 
tion has  been  reduced'.' 
Gulf  Life  Tower, 
Jacksonville,  Florida. 
"During  a  six  day  test, 
three  with  the  com- 
puter and  three  with- 
out, the  System/7  re- 
duced consumption  in 
ourbuildingmorethan 
16  percent  and  de- 
mand by  2.8  percent',' 
says  Gulf  Life  vice 
president  R.  L.  Wood. 
"At  electrical  rates  then 
in  effect  we  projected 
yearly  savings  of  from  $45,000  to  $55,000.  At  today's 
rates,  and  with  a  program  more  tai  lored  to  our  partic- 
ular needs,  our  savings  could  reach  $100,000  a  year." 

The  way  to  find  out  more 

Call  Jack  Brock,  Ron  Kath  or  George  Magner  at 
(404)  252-6820.  They  can  tell  you  all  you  want  to  know 
about  the  System/7  Power  Management  System  and 
how  it  can  work  for  you.  If  you  want,  they  can  arrange 
a  no  obligation,  in-depth  study  of  your  particular 
operation. 

If  the  results  don't  show  that  we  can  save  you 
more  than  the  cost  of  the  System/7,  we  won't  try  to 
sell  you  one.  But  frankly,  we'd  be  pretty  surprised  if 
that's  how  it  turned  out. 

Sogivethemacall  or  writethem at  the  IBM  General 
Systems  Division,  5775-DGIenridge  Road,  Northeast, 
Atlanta,  Georgia  30328. 

Tell  them  you  want  to  know  more  about  System/7, 
the  small  computer  that  can  make  a  TIP  TUT 
big  difference  in  your  electricity  bills,     m mJ  JYl  - 


"At  today's  rates. .  .our  savings 
could  reach  $100,000  a  year." 


Where  Angels  Dare  To  Tread 


Broadway  is  getting 

itself  financed  this  season 

in  spite  of  the  terrible 

stock  market. 

And  the  investors 

are  getting  the  best  deals 

they  have  had  in  years. 

The  scarcity  of  money  is  squeezing  the 
Broadway  theater  just  when  business 
was  looking  up.  This  fall,  for  the  first 
time  in  about  ten  years,  all  the  the- 
aters on  Broadway  were  booked.  "The 
season,  as  of  now,  looks  more  attrac- 
tive in  quality  and  quantity  than  it 
has  in  years,"  says  Bernard  Jacobs, 
one  of  three  executive  directors  of  the 
Shubert  Organization,  which  owns  16 
of  Broadway's  37  playhouses. 

But  at  the  same  time  as  these  hope- 
ful signs  are  appearing,  a  number  of 
established  producers  are  apparently 
strapped  for  cash.  Three  of  them  have 
taken  to  running  ads  in  The  Wall 
Street  Journal  to  attract  backers.  Ad- 
vertising publicly  for  cash  is  not  a 
common  procedure  on  Broadway.  "He 
did  what?"  exclaimed  one  of  David 
Merrick's  assistants  upon  hearing  that 
a  competitor  had  taken  out  an  ad. 
"That's  the  funniest  thing  I've  ever 
heard!" 

One  of  the  plays  that  had  trouble 
attracting  backers  is  Miss  Moffat,  a 
musical  comedy  starring  Bette  Davis 
and  directed  by  Joshua  Logan.  The 
show  is  budgeted  at  $500,000,  a  mod- 
erate amount  for  a  musical.  After  sev- 
eral months  of  prospecting  for  finan- 
cial backing  in  the  usual  channels, 
producer  Eugene  Wolsk  decided  to 
run  an  ad.  The  results,  he  says,  were 
"kind  of  disappointing."  He  received 
over  100  responses,  but  only  two  or 
three  of  these  came  attached  to 
checks.  Wolsk,  who  has  been  produc- 
ing shows  since  1949,  returned  to  the 
traditional  network  of  backers  and  fi- 
nally got  the  money  together. 

"Four  or  five  years  ago,  when  the 
stock  market  was  good,  we  would 
have  raised  the  money  in  three 
weeks,"  Wolsk  says.  "Now  it  took  us 
three  months.  There  aren't  any  more 
people  who  make  $20,000  overnight 
and  feel  like  spending  it  just  as  fast." 

While  booming  stock  markets  do 
not  in  themselves  produce  hit  shows, 
they  do  make  it  easier  to  finance 
them.  For  example,  in  1967-68,  when 
the  market  itself  was  a  smash  hit, 
the  number  of  shows  getting  financed 
and  onto  the  Broadway  boards  was 
the  highest  in  18  years.  By  the  same 
token,  a  depressed  Wall  Street  nor- 


The  Revival  of  old  hits  like 
Gypsy  is  playing  a  big  role  in 
Broadway's  own  revival  this  fall. 

mally  makes  for  a  depressed  Broad- 
way. For  example,  1960  was  an  off 
year  for  the  market,  and  the  number 
of  shows  to  hit  Broadway  dropped 
to  a  new  low.  In  the  1970  market 
collapse  Broadway  collapsed,  too; 
only  46  shows  saw  the  footlights, 
down  from  62  the  year  before. 

So,     why    is    Broadway    booming 


while  Wall  Street  is  crashing  this 
year?  One  reason  might  be  that  the 
producers  are  offering  better  deals  to 
their  potential  investors.  In  the  past, 
a  producer's  share  of  net  income  has 
been  50%,  sometimes  even  60%;  the 
investors  put  up  the  money  and  got 
the  short  end  of  the  stick.  Bather  rem- 
,-iniscent  of  the  new-issue  stock  market 
in  the  dear,  dead  days.  But  no  more. 
Last  year  producer  Alexander  Cohen 
cut  his  share  in  new  shows  to  40% 
and  in  only  three  weeks  got  the 
$120,000  he  needed  for  the  British 
comedy  review  Good  Evening. 

Edward  Albee  may  be  an  impor- 
tant playwright,  but  he  is  a  risky  in- 
vestment. Who's  Afraid  of  Virginia 
Woolf?  has  been  his  only  real  hit.  To 
get  Albee's  new  play,  Seascape,  fi- 
nanced, Richard  Barr  and  co-produc- 
er Charles  Woodward  offered  70%  to 
prospective  backers.  They  also  sched- 
uled a  two-month  prior  tour  in  Balti- 
more, Philadelphia  and  Washington, 
D.C.  With  Deborah  Kerr  in  the  lead, 
the  producers  feel  the  show  should  be 
close  to  the  break-even  point  by  the 
time  it  reaches  New  York  in  January. 
With  these  terms,  Barr  and  Wood- 
ward will  probably  get  their  money. 
Barr  says  The  Journal  ad  generated 
over  400  requests  for  the  offering  cir- 
cular, but  so  far  only  $10,500  of  the 
required  $250,000. 

The  long  pre-Broadway  tour,  as  op- 
posed to  a  brief  tryout  in  a  single 
city,  may  be  one  of  the  reasons  Broad- 
way angels  are  winging  back.  Like 
other  investors,  they  are  more  inter- 
ested in  safety  now  than  in  concepts 
or  glamour.  Most  of  the  shows  in 
New  York  this  season  are  therefore 
revivals  of  old  hits  (Gypsy,  Good 
News),  new  but  nostalgic  musicals 
like  David  Merrick's  Mack  and  Ma- 
bel, or  successful  shows  from  Lon- 
don. In  addition  to  their  track  rec- 
ords, a  number  of  these  old-new  or 
new-old  shows  will  have  toured  for 
over  six  months  before  reaching  the 
Street  of  Dreams. 

Broadway  angels  are  not  true  in- 
vestors, since  they  cannot  reasonably 
expect  to  make  a  profit.  More  than 
75%  of  all  new  productions  are  mon- 
ey-losers. "The  theater  is  no  worse 
for  investors  than  the  stock  market," 
says  David  Merrick,  "but  it's  no- 
where near  as  good  as  Treasury  bills." 

At  a  time  when  investors  are  more 
interested  in  Treasury  bills  than  in 
stocks,  therefore,  the  promise  of  the 
excitement  of  a  glamorous  gamble  is 
no  longer  enough  to  attract  money. 
For  better  or  worse,  scarce  money  is 
making  Broadway  more  businesslike 
these  days.  ■ 
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Of  course  not. 

But  if  it  were,  you'd  see  it  defined  as: 

Amcord  (am'kord)  //..  I:  Con- 
struction and  leisure.  2.  Syno- 
nym for  cement,  pre-engineered 
steel  structures,  above-ground 
swimming  pools,  patio  furniture, 
leisure  community.  3:  Commonly 
used  to  describe  growth  in  real 
earnings.  4:  Math.  Denotes  cash 
dividend  payout  of  30%  of  es- 
tablished earnings. 

But  why  go  to  the  dictionary?  There 
are  better  ways  to  find  out  about 
Amcord,  Inc. 

You  start  by  looking  at  four  of  the 
world's  most  modern  cement 
manufacturing  plants. 

Then  you  go  around  the  country 
and  spot  airport  control  towers  and 


AMCORD 


pre-engineered  steel  structures 
for  all  types  of  industries,  hundreds 
of  them  built  by  Pascoe  Steel 
Corporation,  an  Amcord  subsidiary. 

You  peek  into  backyards  and  see 
above-ground  swimming  pools  with 
the  Muskin  label,  or  patio  furniture 
made  by  Little  Lake  Industries. 
Both  are  part  of  the  Amcord  family 
of  companies. 

Next,  you  look  at  the  gradual  but 
steady  increase  in  sales  and 
earnings  and,  more  significantly, 
at  the  way  they  have  met,  almost 
to  the  penny,  management's 
projections:  59  cents  a  share  in 
1972,  75  cents  in  1973.  And  for 
1974,  we're  forecasting  90  cents  to 
$1.00  per  share  from  operations. 

Meanwhile,  the  new  Amcord  has 
established  a  new  dividend  policy- 
paying  out  30  per  cent  of  its 

Amcord,  Inc. 

Hercules  Cement  Company 
Peerless  Cement  Company 
Phoenix  Cement  Company 
Riverside  Cement  Company 
Muskin  Corporation 
Pascoe  Steel  Corporation 
Little  Lake  Industries 
Snowmass-at-Aspen 


established  earnings  in  cash  to 
reflect  earnings  growth. 

We've  been  asked:  Aren't  you  tilting 
at  windmills  in  a  bear  market  such 
as  we  have  now? 

And  we  answer:  Real  growth, 
sensibly  financed  and  managed 
through  redeployment  of  assets, 
fostered  by  intelligent  planning 
and  reflected  in  increased 
dividends,  is  just  what  this  bear 
market  needs. 

That's  how  we  define  Amcord. 


W.  T.  Pascoe,  III 
President 


William T.  Pascoe,  III,  President 
Amcord,  Inc. 

610  Newport  Center  Drive 
Newport  Beach,  California  92663 

I I  Yes,  I  want  to  hear  more  about  your 

company  and  the  industries  it  serves.  My 

card  is  attached. 

I I  Add  my  name  to  your  general  mailing  list. 


(One  of  a  series  of  advertisements  directed  at  familiarizing  the  American  business  and  financial  community  with  one  of  the  country's  most  dynamic 
manufacturing  and  marketing  corporations) 


worldwide  electric  econ 
the  world's  growing  nee< 
It  of  natural  fuels. 


worldwide  electric  economy  is  inevitable. 
There  will  be  little  alternative  once  all  the 
world's  natural  fuels  are  exhausted.  What  is 
critical,  if  we  are  to  save  our  remaining  fuels, 
is  that  it  be  done  in  time. 

We  must  make  a  global  commitment  to  an 
electric  economy,  one  ultimately  powered  by 
nuclear  energy. 

No  substitute  for  substitution. 

One  of  the  first  steps  in  a  shift  to  a  worldwide 
electric  economy  is  to  substitute  equipment 
that  uses  electricity  for  equipment  that  burns 
natural  fuels.  We  should  conserve  oil  and  gas 
for  things— like  jet  plane  fuels  and  petro- 
chemicals—for which  there  is  no  substitute. 

Americans  consumed  about  6.25  billion 
barrels  of  oil  in  1973.  Five  billion  in  just  four 
areas.  Transportation.  Space  heating. 
Process  steam.  And  direct  heat  for  industry. 

By  substituting  products  and  equipment  that 
use  electricity  in  these  major  energy- 
consuming  areas  through  the  year  2000,  we 
could  save  5-billion  barrels  annually.  That's 
80  per  cent  of  all  the  oil  consumed  in  America 
during  1973. 

In  transportation,  electric  vehicles,  trains  and 
mass  transit  systems  could  save  1 .5  billion 
barrels  of  oil  a  year. 
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Electrically  heating  and  cooling  70-million 
homes— 30  million  with  heat  pumps— could 
save  another  1. 5-billion  barrels. 

New  electric  alternatives  for  oil-  and  gas- 
fired  boilers  to  produce  process  steam  could 
save  1-billion  barrels. 


ly  is  the  only  way  to  fill 
>r  energy  without  drainin 
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And  in  direct  heat  for  industry,  electricity 
could  save  another  1 -billion  barrels  of  oil  a 
year. 

Producing  the  power. 

At  the  same  time,  we  must  build  equipment  to 
produce  and  deliver  the  electricity. 


Nuclear  energy  is  the  best  energy  source  we 
have.  It's  permanent.  It's  economical.  And 
it's  safe. 

We  have  enough  natural  uranium  to  fuel  con- 
ventional nuclear  powerplants  until  breeder 
reactor  plants  go  into  operation.  Breeder 
plants  will  produce  more  fissionable  fuel  than 
they  use  in  generating  electricity  and  extend 
the  uranium  supply  for  centuries.  By  then, 
fusion  powerplants  could  give  us  an  almost 
unlimited  energy  supply. 

The  higher  initial  cost  of  a  nuclear  power- 
plant  will  be  more  than  offset  by  the  lower 
cost  of  its  fuel,  especially  as  natural  fuel 
costs  rise. 

Nuclear  energy  is  a  safe  energy  source.  The 
nuclear  industry  has  compiled  an  unparal- 
leled safety  record.  In  more  than  150  reactor 
years  of  commercial  operation,  there  has 
never  been  a  single,  nuclear-related  fatality 
caused  by  a  commercial  nuclear  powerplant. 

Our  future  world  will  have  a  great  need  for 
more  energy,  but  we  do  not  have  to  drain  the 
world  of  natural  fuels  to  fill  it.  Electricity  is 
the  answer. 

®Westinghouse 
helps  make  it  happen 


..    Things 
Happen... 

when  you  make  your 

move  with  Canton 


When  you're  in  business,  every  move 
you  make  must  be  right.  That's  where  Can- 
ton comes  in. 

Canton  provides  for  the  business 
and  industrial  community  in  many  ways. 
From  providing  real  estate  brokerage 
services  to  comprehensive  insurance  plans. 
From  inventory-controlled  warehouse  facil- 
ities to  stevedoring  and  port  operations,  in 
addition  to  specialized  consulting  services. 

With  clients  ranging  from  small  com- 
panies to  NYSE  corporations,  Canton  is 
making  things  happen! 


Let  the  skills,  resources  and  applied 
knowledge  of  a  multi-faceted  company 
make  things  happen  for  you  too!  It's  your 
move.  Write  or  call  collect  for  informative 
brochure  or  detailed  information. 


CAN7UN 
COMPANY 

Canton  House,  P.O.  Box  447 
Baltimore  Maryland  21203 
Telephone  (301)  837-7733 


Who's  Afraid 

Of  The  Big  Bad  Wolf? 


Texas  Instruments  invades  a  Hewlett-Packard  preserve 
and  Wall  Street  gets  the  shakes.  But  H-P  doesn't. 

Hewlett-Packard's  William  Hew- 
lett has  something  a  lot  of  chief  execu- 
tives covet:  a  respectable  price/ earn- 
ings ratio  of  23.  But  Hewlett  finds 
this  "worrisome."  Says  he:  "Any  ad- 
verse comment  causes  such  an  im- 
mediate reaction.  People  are  terribly 
sensitive  about  that." 

Hewlett  specifically  had  in  mind  a 
sell-off  this  summer  after  some  ana- 
lysts called  attention  to  Texas  Instru- 
ments' entry  into  the  market  for  the 
more  sophisticated  hand-held  calcula- 
tors. It  had  been  H-P's  exclusive,  very 
profitable  preserve,  with  prices  rang- 
ing from  $295  up  to  $795.  Though 
the  immediate  market  loss  was  quick- 
ly regained,  the  reports  took  the 
bloom  off  H-P's  robust  against-the- 
market  price  strength  of  early  1974. 

When  Bowmar  Instrument  in  late 
September  reported  a  fiscal  1974  def- 
icit, that,  too,  hurt  Hewlett-Packard's 
price.  Said  one  bearish  analyst:  "Bow- 
mar  was  the  innovator  in  its  price 
range"— as  H-P  is  in  its  range. 

Bill  Hewlett  thinks  this  is  much 
too  much  ado.  "People  get  carried 
away  with  the  importance  of  cal- 
culators to  us,"  he  says.  "We've 
shown  substantial  growth  in  sales  and 
earnings  this  year  despite  no  basic 
growth  in  that  particular  component 
of  our  product  line." 

"Substantial  growth"  indeed:  For 
the  first  rune  months  H-P's  earnings 
were  up  72%  on  a  41%  sales  gain. 
Pretax  margins  are  17%.  Skeptical 
analysts  had  to  revise  upward  their 
earnings  projections  for  the  fiscal  year 
ended  Oct.  31  to  as  high  as  $3.40,  vs. 
$1.89  last  year.  Sales  could  be  close 
to  $900  million,  vs.  $480  million  just 
two  years  ago. 

Still,  the  fact  remains  that  hand- 
held calculators,  sold  to  such  de- 
manding customers  as  scientists  and 
engineers,  accounted  for  much  of  that 
spectacular  growth;  thus  all  the  com- 
motion. Allen  Strand  of  Dean  Witter's 
San  Francisco  office  estimates  that 
calculators  account  for  a  third  of 
H-P's  earnings— a  figure  H-P  won't 
comment  on.  Says  Strand:  "Until  a 
few  months,  ago  H-P  had  no  com- 
petitor in  the  world.  Now  Texas  In- 
struments is  in  that  market  with  the 
SR  50,  and  they  can't  make  them 
fast  enough  to  meet  demand.  If  I 
know  TI,  they'll  increase  production 
until  they  can  make  them  fast  enough 
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Hewlett 


Packard 


of  Hewlett-Packard 


—and    then    they'll    cut    the    price." 

TI's  SR  50  already  sells  for  only 
$150,  down  $20  from  its  initial  price. 
And  since  the  SR  50's  introduction 
in  January,  H-P  has  cut  prices  on  its 
older  calculator  by  24%.  Strand  claims 
that  TI  has  a  distinct  cost  advan- 
tage in  producing  all  the  components 
for  its  product,  while  H-P  buys  some 
of  its  components  on  the  outside. 

The  bullish  argument  for  H-P  is 
that  there  is  a  high-priced  calculator 
market  and  a  low-priced  one,  and 
H-P  has  a  lock  on  the  former.  Says 
Hewlett:  "We've  been  in  the  scien- 
tific business  a  long  time;  we  know 
what  our  market  wants."  As  for  price 
competition,  during  most  of  the  fiscal 
second  quarter  H-P  held  its  prices  on 
the  HP  35  and  HP  45  at  74%  and 
133%,  respectively,  above  Texas  In- 
struments' SR  50.  Yet,  says  Hewlett, 
"We've  seen  no  real  effect  on  our  to- 
tal calculator  sales  volume  since  TI 
entered  the  field." 

Bill  Hewlett,  61,  thinks  the  flap 
over  the  hand-helds  obscures  the  com- 
pany's strength-through-diversity.  As 
he  puts  it:  "An  advantage  of  being  in 
as  many  businesses  as  we  are  is  that 
When  one  area  is  in  trouble,  another 
one  is  coming  out  of  it." 

One  very  difficult  area  for  H-P  last 
year  was  its  System  3000,  the  com- 
pany's first  entry  into  larger  comput- 
ers (costing  between  $100,000  and 
$200,000  and  competing  with  the 
bottom  of  International  Business  Ma- 
chines' line ) .  The  product  was  an- 
nounced six  months  too  early,  the 
software  was  incomplete  and  the 
equipment  didn't  five  up  to  claims. 
But  with  these  problems  past,  Hewlett 
says,    the    item    is    a    money-earner. 

H-P  also  sells  an  estimated  $110 
million  worth  of  minicomputers  and 
miniperipherals,  second  only  to  Digi- 
tal Equipment  Corp.  in  a  market  that 
could  compound  at  20%  annually  over 
the  next  five  years.  It,  too,  was  a 
problem  last  year,  Hewlett  says,  but 
is  no  longer.  As  another  executive 
explains  it,  H-P  abandoned  its  high- 
cost  "shopping-bag  approach"  of  per- 
mitting customers  to  choose  from  a 
broad  range  of  prod.ict  configurations 
and  has  standardized  on  the  most 
popular  ones. 

Hewlett-Packard  is  the  world's 
largest  maker  of  electronic  testing 
and  measuring  instruments,  which,  at 
$362  million,  last  year  accounted  for 
about  half  of  corporate  sales  and 
profits.  Predictions  that  high  interest 
rates  and  reduced  profits  would  hold 
down  capital  spending  on  the  items 
H-P  sells  to  industry  haven't  come 
true.  Says  Hewlett:  "This  is  a  curious 
recession.  Some  segments  of  the  econ- 
omy are  hurting,  but  others  aren't." 
The  ones  that  aren't  hurting  include 
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UOP's  180-mph  laboratory 


^^         The  UOP  Shadow  is 

^&        an  agile,  black  bullet, 
M      ^L       shooting  down  the 
M  ^L     straights  at  over  180 

M  ^   mph  and  cornering  as 

^  ^   if  glued  to  the  track. 

y    £.  Again  and  again 

^  it  outperforms  the 

best  machines  and  men  that  can  be 
matched  against  it. 

The  Shadow  is  UOP's  mobile 


Jackie  and  Lynne  Oliver  celebrate  another 
Can-Am  win. 


testing  lab.  This  year,  it  won  the 
brutal  Canadian-American  road 
racing  series  while  testing  a  specially 
blended  anti-pollution  gasoline. 

The  UOP  Shadow  has  proved  that 
anti-pollution  gasolines  can  deliver 
performance. 

Through  its  racing  program,  UOP 
technology  is  making  a  worldwide 
demonstration  of  the  feasibility  of 
lead-free  gasoline  for  passenger  cars, 
which  is  a  vital  part  of  UOP's 
proposed  systematic  solution  to  the 
problem  of  automotive  exhaust 
emissions. 

UOP  technology  provides  the 
Shadow  with  many  new  ideas  to  test: 
Titanium  tubing,  for  a  light,  strong 
chassis,  steering  column  and  other 
structural  components.  Special,  form- 
fitting,  vibration-resistant  seats.  Long- 
lasting,  more  effective  fuel  additives. 
And  more,  all  products  of  UOP. 

UOP  racing  and  research  teams 
translate  what  they  learn  from  the 
Shadow  into  new  and  improved 


products  for  tomorrow's  cars. 

What  kind  of  driving  is  down  the 
road  for  you?  Anti-pollution  gasolines; 
lighter,  stronger  structural  com- 
ponents, and  catalytic  converters. 
They'll  pay  off,  and  soon. 

This  year,  three-fourths  of  all  new 
cars  will  use  fuels  and  technology 
unknown  less  than  a  decade  ago. 

The  pollution-fighting 


wins  Can-Am  series! 


gasolines  and  catalytic  con- 
verters on  these  new  cars  will 
work  together  to  cut  exhaust 
emissions  dramatically. 

And  this  new  technology 
provides  an  important  bonus: 
improved  performance  and 
economy.  Now,  the 
performance-stealing 
"plumbing"  type  anti- 
pollution devices  are 
gone.  So  the-1975  car 
you  buy  will  deliver 
more  power,  easier 
starting,  better  gas 
mileage,  more  miles 
between  tuneups. 

Finally,  and  most 
importantly;  these  1 975 
cars  will  emit  far  fewer 
pollutants  than  any  other  cars 
of  comparable  size  ever  made. 

UOP  Shadow  team  mem- 
bers Don  Nichols,  George 
Follmer  and  Jackie  Oliver 
agree  with  John  Logan, 


president  and  chairman 
of  UOP.  They  want  to 
beat  pollution  without 
sacrificing  performance. 

The  Shadow,  and  UOP 
technology,  are  proving 
the  performance  capabilities 
of  pollution-fighting 
gasolines  and 
hardware. 
That's  why  UOP 
has  developed  refin- 
ing processes  that 
can  deliver  lead-free 
gasoline  in  research 
octanes  from  89.5  to 
102,  and  developed 
both  pellet  and  mono- 
lithic type  catalysts 
and  a  widely  accept- 
ed catalytic  converter. 
There's  more  to  come. 
What  new  fuels  and 
cars  are  down  the  road  for 
tomorrow's  driving?  The 
Shadow  knows. 


Don  Nichols,  owner; 
George  Follmer,  driver; 
Jackie  Oliver,  driver; 
and  John  Logan,  president 
and  chairman,  UOP. 


Send  for  our  very  interesting 
earnings  report.  Write  UOP,  Ten  UOP 
Plaza,  Des  Plaines,  III.  60016.  Listed 
as  UOP  on  the  NYSE. 

uop 

Where  action  results 
in  a  better  life. 


UOP's  long-life  catalytic  converter. 


Facts  for  your  portfolio  on 


FERRO 


Ferro 
sets  new  sales  record 
during  first  half  of  1974. 


•  Consolidated  net  sales  for  the  six  months  ended 
June  30,  1974  were  a  record  $146.8  million... 
a  20.7%  increase  over  the  same  period  in  1973. 

•  First  half  earnings  from  continuing  operations, 
before  exchange  gains,  were  up  16.3%  to  $2.25 
per  share  compared  with  $1.94  per  share  in  the 
same  period  of  1973.  However,  the  loss  from  the 
the  operations  and  disposal  of  Jones  Homes, 
reduced  these  1974  earnings  by  41  cents  per 
share  to  $1.84. 

•  Ferro  has  had  an  average  annual  compounded 
growth  rate  in  sales  of  12.3%  over  the  past 
ten  years. 

•  Ferro's  earnings  per  share  have  had  a  ten-year 
average  annual  compounded  growth  rate  of  14.5%. 

•  Ten-year  combined  return  to  Ferro  share- 
holders, including  price  appreciation  and 
dividend  yield  was  10.3%  to  December  31,  1973. 

•  Return  on  average  net  worth  during  1973  was 
17.4%. 

•  1973  return  on  sales  was  6.2%. 

Ferro  produces  specialty  materials  for  the  chemi- 
cal, plastic  and  ceramic  industries  in  17  countries 
throughout  the  world.  During  1973  Ferro  achieved 
record  sales  of  $256  million  and  earnings  of  $3.67 
per  share. 

For  detailed  information  on  Ferro,  write  for  our 
1974  Profile  and  latest  financial  report:  Dept. 
F-l  101,  One  Erieview  Plaza,  Cleveland,  Ohio  44 1 1 4. 
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some  of  H-P's  major  customers:  steel, 
primary  metals,  chemicals,  petroleum. 
The  minicalculator  series  was  Bill 
Hewlett's  personal  baby,  developed  at 
a  time  (1971)  when  he  was  running 
the  company  alone  after  David 
Packard  went  off  to  the  Defense  De-. 
partment.  Says  one  West  Coast  analyst 
"When  Packard  left,  a  lot  of  people 
said  that  was  the  end  of  the  compa 
ny,"  because  Packard  was  known  as 
the  administrator,  Hewlett  the  in- 
spired engineer.  But  the  company 
didn't  fall  apart,  and  Hewlett's  baby 
turned  into  a  real  winner.  "When 
Packard  left,  most  of  the  [Data  Prod- 
ucts group]  R&D  money  was  going 
into  the  System  3000^that  was  to  be 
the  company's  future,"  the  analyst 
adds,  "but  the  3000  fell  on  its  face. 
It  was  the  hand-held  business  that 
carried  them  to  their  position  today 

The  Succession 

Hewlett  told  Forbes  that  he  and 
Packard  (who  returned  to  the  firm  in 
1972)  must  retire  in  four  years  when 
both  reach  the  age  of  65— though 
with  51%  stock  ownership,  they  could 
bend  the  rule.  Hewlett  and  Packard 
have  begun  the  transition  by  creating 
a  new  management  level  of  two  ex 
ecutive  vice  presidents  for  operations 
and  another  for  administration. 

Another  factor  working  in  H-P's 
favor  is  its  fiscal  conservatism.  The 
company  canceled  plans  to  fund  $100 
million  of  its  short-term  debt  earlier 
this  year,  choosing  instead  to  cut  in 
ventories  to  the  bone  and  bird-dog 
accounts  receivable.  In  ten  months 
the  efforts  reduced  their  borrowings 
by  a  third.  (The  company  has  vir- 
tually no  long-term  debt.)  Further, 
H-P  posts  its  tax  savings  from  the 
Domestic  International  Sales  Corp. 
program  (some  of  its  calculators  are 
made  in  Singapore)  as  future  liabili- 
ties rather  than  earnings.  That  item 
alone  could  have  added  28  cents  to 
last  year's  per-share  earnings. 

As  in  any  research  and  develop 
ment  company— and  H-P  budgets  10% 
in  this  area— H-P's  future  is  only  as 
bright  as  the  items  in  its  research  pipe- 
line. The  question  on  Wall  Street's  mind 
is,  What  can  H-P  do  for  an  encore? 
Hewlett  will  only  say  with  a  grin,  "I 
hope  the  money  we're  spending  there 
isn't  being  wasted."  He  and  Packard 
.vt ill  run  the  research  review  aeaslOM 
of  every  division  in  the  compam 

No  one  ota  be  sure,  of  course,  lli.d 
this  will  satisfy  Wall  Street.  "What 
The  Street  wants— uninterruptal 
growth— isn't  the  real  world,"  sa\s  oik 
analyst.  "How  can  H-P  possibly  keel 
up  a  growth  rate  like  this  year's?" 

That's  why  Bill  Hewlett,  as  he  puts 
it,  holds  his  breath  and  won  us  about 

that  vulnerable  IV  E  ratio.  ■ 
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The    Village    Choir-Thomas    Webster,    R.    A.      (1800-1886) 


Irom   the    Forbes   Magazine   Collection 


Sing  out  the  good  news 
of  a  Forbes  gift  subscription. 


You  can  give  someone  in-business  a  valu- 
able partner  in  the  year  ahead  by  sending 
Forbes. 

The  executives  in  management  and  finance 
who  talk  to  Forbes  can't  be  bought  for  any 
consultant's  fee.  Forbes  readers  get  their  latest 
thinking  whenever  they  have  something  im- 
portant to  say. 

No  other  business  magazine  devotes  as 
much  discussion  to  protecting  and  increasing 
personal  wealth  as  Forbes. 

Today's  headlines  on  prices,  shortages,  mon- 
etary uncertainties  have  set  a  premium  on 
informed  forecasting.  Management  gets  it  in 
Forbes. 

Is  there  anyone  you  know  in  business  who 
t  can't  profit  handsomely  by  what  Forbes  offers? 

Send  us  your  gift  list  now,  either  on  the  card 
bound  in  this  issue  or  on  your  own  letterhead. 


Extra  savings  are  available  on  multiple  orders 
(see  box).  An  announcement  in  the  form  of  a 
reproduction  of  the  painting  above  will  be 
sent  in  your  name  to  each  recipient.  The  sub- 
scription will  start  with  the  January  1,  Annual 
Report  on  American  Industry  issue.  If  the 
order  card  has  been  removed,  please  address 
your  order  to  Mr.  Ted  York,  Forbes,  60  Fifth 
Avenue,  New  York,  N.Y  10011. 


Forbes  Special  Gift  Rates 
One  1-year  gift — $12 
Two  1-year  gifts — $22 
Three  1-year  gifts — $32 
Each  additional  1-year  gift — $10 
Each  3 -year  gift — $24 

Foreign  and  Pan-American  orders,  please  add  $9 
per  year. 


"Putting  out  routine  information  is 
costing  us  so  much,  maybe  we  should  buy 
a  paper mill.  Have  yougotabetter idea?" 


Ask  us 


Sure.  Chances  are  weVe  already  helped 
you  apply  microfilm  to  some  routine 
procedures  and  you're  gaining  good 
results  from  them.  Now  may  be  the  time 
to  look  at  other  ways  we  can  help  you. 
For  example: 

An  appliance  manufacturer  used  to 
send  50- volume  parts  catalogs  to  3,200 
service  centers.  We  showed  him  how 
to  do  it  on  film  four  times  faster,  for  90- 
percent  less. 

An  insurance  company  put  out  80- 
pound  sets  of  rate  books.  We  helped  them 
trim  the  bulk  with  film.  And  their  costs 
are  reduced  by  a  third. 

A  bank  used  to  issue  a  directory  of 
authorized  signatures— 100  pages,  700 
copies,  updated  monthly.  We  showed 
them  how  to  do  it  easier,  cheaper,  faster, 
with  film. 

To  make  this  kind  of  progress  in  your 
business  takes  your  determination  to 
seek  better  answers.  The  sooner  you  ask 
us,  the  sooner  we  can  help.  Just  write  on 
your  letterhead  to  W  O.  Fullerton, 
Eastman  Kodak  Company,  Dept.  DP 4857, 
Rochester,  N.  Y.  14650.  Or  call  800-447- 
4700.  In  Illinois,  call  800-322-4400. 

What  you're  saving  now  with  microfilm 
is  only  the  beginning. 


This  announcement  is  not  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW   ISSUE 


October  2,  1974 


5,923,503  Shares 

* 

Pacific  Gas  and  Electric  Company 


Common  Stock 

($10  Par  Value) 


The  Company  is  offering  to  holders  of  its  outstanding  Common  Stock  at  the  Subscription 
Price  stated  below  the  right  to  subscribe  for  additional  shares  of  Common  Stock,  through 
the  exercise  of  transferable  Subscription  Warrants,  at  the  rate  of  one  share  for  each 
11  shares  of  Common  Stock  held  of  record  at  the  close  of  business  on  October  1,  1974. 

The  Subscription  Offer  will  expire  at  the  close  of  business  on  October  22, 1974. 

The  underwriters  have  agreed,  subject  to  certain  terms  and  conditions,  to  purchase  any 

unsubscribed  shares  and,  both  during  and  after  the  subscription  period,  may  offer  shares 

of  Common  Stock  as  set  forth  in  the  Prospectus. 


Subscription  Price  $16  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc. 


Lehman  Brothers 

Incorporated 

Drexel  Burnham  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Co.         Lazard  Freres  &  Co.         Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 


Salomon  Brothers 


White,  Weld  &  Co. 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 

Shearson  Hayden  Stone  Inc. 


The  Numbers  Game 


Whose  Stamp  Of  Approval? 

A  little  over  a  year  ago, 
much  to  everyone's  surprise, 
Gulf  Oil  abruptly  backed  out 
of  its  $850-million  deal  to 
acquire  CNA  Financial  Corp. 
A  day  later  the  reason  seemed 
clear:  CNA,  following  the 
second-highest  first-half  prof- 
its in  its  history,  announced  it 
was  suddenly  in  the  red  for 
the  third  quarter.  And  in  the 
red  to  stay,  as  it  turned  out. 
CNA  has  lost  a  total  of  $79 
million  during  the  last  12 
months. 

Odd,  isn't  it?  The  first  two 
quarterlies  indicate  all  is  well, 
but  the  third  has  a  very  dif- 
ferent story  to  tell.  Was  it 
that  CNA's  business  suddenly 
and  unexpectedly  fell  off 
from  June  30  on?  Not  at  all. 
The  events  that  caused  the 
red  ink  were  there  all  along. 
A  giant  real  estate  subsidiary, 
the  Larwin  Group,  was  in 
deep  trouble.  Only  manage- 
ment hadn't  told  stockholders 
about  it.  Gulf,  checking  the 

books  prior  to  merger,  apparently  found  what  stockhold- 
ers didn't  yet  know.  Gulf  closed  the  books  and  walked 
away  from  the  deal.  Stockholders  were  not  so  lucky. 

This  is  not  an  isolated  case.  Again  and  again  stockhold- 
ers have  been  lulled  into  security  by  good  quarterly  reports, 
only  to  be  told  later  that  the  reports  weren't  really  accurate. 
The  trouble  is  this:  Interim  reports  are  not  audited  or 
certified  by  the  outside  accountants;  they  are  manage- 
ment's own  estimates  of  the  situation.  Jt's  not  that  the 
accountants  are  more  upright  than  management;  it's  just 
that  management  frequendy  has  a  very  strong  motive  for 
hiding  a  mess  or  hoping  that  it  will  go  away.  It's  the  ac- 
countant's job  to  save  management  from  such  temptation. 

Although  a  good  many  horses  have  already  been  stolen, 
the  accountants  are  finally  moving  to  close  the  barn  door: 
not  lock  it,  just  close  it  a  bit.  Coopers  &  Lybrand,  one  of 
the  Big  Eight  accounting  firms,  was  the  first  to  move. 
Coopers  has  a  blue-chip  client  list,  including  American 
Telephone  &  Telegraph,  Ford  and  Alcoa.  It  would  offer 
not  a  full  audit  of  quarterly  reports  ( audits  cost  too  much 
and  take  -too  long)  but  a  review  of  the  information  ac- 
companied by  a  letter  to  stockholders  saying  that  the  re- 
view had  taken  place.  It  wouldn't  certify  the  interim  report, 
but  would  at  least  give  it  a  limited  endorsement. 

We  began  by  citing  the  CNA  case.  But  this  was  only 
one  of  many.  Recently  Chase  Manhattan  Corp.  stockhold- 
ers were  caught  in  the  same  mousetrap.  It  had  reported 
nice  earnings  gains  for  the  first  two  quarters  of  the  year, 
only  to  take  it  all  back  when  a  discrepancy  was  found  in 
its  bond-trading  account.  Queried  by  Forbes,  a  Chase  ex- 
ecutive conceded  that  a  review  by  the  auditors  would 
have  uncovered  the  discrepancy  earlier  and  thus  saved 
Chase  a  good  deal  of  embarrassment. 

The  present  Mattel  situation  is  an  extreme  case  of  what 
can  happen  when  stockholders  have  only  management's 


->«*%&&, 


word  for  interim  results.  Mattel,  the  big  toymaker,  stands 
accused  by  the  Securities  &  Exchange  Commission  of 
issuing  false  quarterly  reports  in  1972.  According  to  the 
SEC,  although  Mattel  was  aware  of  negative  financial  in- 
formation, including  the  fact  that  it  had  a  good  deal  of 
obsolete  inventory,  Mattel  did  not  reflect  the  facts  in  its 
quarterly  statements.  Only  at  the  year's  end  did  it  write 
off  the  bad  inventories— clearly  under  pressure  from  its  aud- 
itors, Arthur  Andersen  &  Co.  Early  the  following  year  the 
stockholders  learned  the  bitter  truth. 

There  are  many  ways  that  a  management  can  pretty 
up  quarterly  statements.  Receivables  can  be  booked  to 
profit,  even  though  management  is  aware  that  some  of 
them  may  not  be  collectible.  (National  Student  Mar- 
keting was  the  classic  example.)  Or,  an  obsolete  plant 
can  be  shut  down  in  January  but  its  write-off  delayed 
until  the  year's  end.  Companies  can  estimate  tax  rates  on 
the  low  side  during  the  early  quarters,  thereby  making 
year-to-year  comparisons  look  favorable.  And  gross  profit 
margins  can  be  optimistically  estimated. 

Then  there  was  the  Memorex  situation.  Memorex  had 
been  leasing  its  equipment  to  customers.  In  mid- 1970, 
however,  it  began  selling  the  equipment  to  a  controlled 
but  nonconsolidated  leasing  "subsidiary."  Although  the 
real-world  situation  had  not  changed— the  customers  were 
still  leasing— management  had  created  a  fictional  change. 
By  selling  the  equipment  to  its  leasing  "subsidiary,"  it  was 
able  to  book  the  full  profit  at  once  instead  of  taking  it 
over  the  life  of  the  leases.  The  result  was  a  big  bulge  in 
Memorex'  profits  in  1970's  third  quarter.  The  auditors, 
Arthur  Andersen,  refused  to  accept  the  resulting  figures. 
Memorex  was  forced  to  withdraw  the  quarterly  and  re- 
place it  with  a  far  more  pessimistic  one.  But  for  a  while 
stockholders  had  been  basking  in  a  phony  rosy  glow. 

Needless   to   say,   many  managements   are  not   happy 
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"I  see  the 
Yellow  Pages  as  the 
thread  that  ties 
our  other  advertising 

together." 

"CenCor  is  a  nation- 
wide, diversified 
personal  services  com- 
pany," Mr.  Pritchard 
defined.  "Besides  con- 


L.  D.  Pritchard, Advertising  Manager,  CenCor,  Inc. 
Kansas  City,  Missouri 


yellow  pages 


sumer  finance,  where 
we  started,  we're  also 
growing  in  pre-school 
and  adult  education, 
tax  return  preparation, 
management  consult- 
ing and  temporary 
help.  As  you  might 
imagine,  our  subsidi- 
aries have  different 
advertising  programs 
in  various  media.  But 
there's  one  common 
element:  the  Yellow 
Pages. 

Other  media  adver- 
tising is  mainly  in- 
tended to  register  our 
various  names— you 


can't  really  expect  to 
do  much  more.  But 
then  when  people 
need  a  service  such  as 
daycare,  they  look  in 
the  Yellow  Pages. 
They  see  our  La  Petite 
Learning  Center  ad 
and  say 'Oh  yes,  I've 
heard  of  them!  And  we 
have  ourselves  a  good 
prospect. 

That's  why  we  have 
ads  in  103  Yellow 
Pages  directories  in  36 
states— a  kind  of 
thread  that  ties  our 
whole  advertising 
program  together." 


3  OUT  OF  4  PROSPECTS  LET  THEIR  FINGERS  DO  THE  WALKING. 


The  Numbers  Game 


about  the  prospect  of  the  additional  red  tape— and  their 
opposition  doesn't  always  spring  from  suspicious  motives. 
The  reviews  would  certainly  increase  auditing  costs, 
which  are  already  high.  For  example,  International  Tele- 
phone &  Telegraph  paid  several  million  dollars  to  25  out- 
side auditors  worldwide  last  year.  Even  interim  reviews 
would  probably  add  one-third  to  the  costs. 

Some  people  feel  that  the  reviews  would  slow  down 
the  issuance  of  quarterlies  and  therefore  decrease  their 
timeliness.  However,  John  C.  Burton,  the  SEC's  crusad- 
ing chief  accountant,  thinks  this  need  not  be  so.  Burton 
has  been  suggesting  not  a  full-scale  audit,  but  simply  a 
review  of  the  accounting  policies  used  in  the  quarter- 
lies and  the  underlying  financial  statements.  This  would 
be  middle  ground  between  a  full  audit  and  none  at  all. 

Burton  concedes  that  many  auditors  are  worried  about 
exposing  themselves  even  further  to  lawsuits,  but  adds 
that  a  good  many  companies  (ITT,  Gulf  and  Chrysler, 
for  example )  already  have  their  auditors  informally  review- 
ing their  interim  reports.  Burton  thinks  making  this  pro- 
cedure obligatory  and  more  extensive  would  reduce  the 


temptation  to  cut  comers  by  a  minority  of  corpora- 
tions: "It  would  bring  the  bottom  group  up  to  par." 

Incidentally,  Forbes  is  more  than  a  little  proud  of  its 
role  in  bringing  this  situation  to  public  attention.  When 
we  were  probing  into  it  recently,  we  put  a  question  to 
Philip  L.  Defliese,  Coopers  &  Lybrand's  managing  part- 
ner, which  was:  "What  could  CPAs  do  to  make  interim 
statements  more  trustworthy?"  A  few  weeks  later  Coopers 
&  Lybrand  announced  it  was  offering  a  review  service 
that  it  had  been  thinking  about  for  over  a  year.  "See 
what  you  fellows  started,"  Defliese  later  said  to  Forbes' 
Subrata  Chakravarty. 

Reviews  of  interim  reports  by  outside  auditors  will  not, 
of  course,  bring  about  a  promised  land.  It  will  not  save 
stockholders  from  unpleasant  surprises.  What  it  will  do, 
however,  is  to  make  it  harder  for  the  surprises  to  be  de- 
layed—a delay  that  might  be  useful  to  insiders  but  can 
only  be  harmful  to  outside  stockholders. 

With  the  stock  market  in  the  shape  it  is,  investors  can 
use  every  bit  of  confidence  and  protection  that  manage- 
ment and  their  auditors  can  supply.   ■ 


How  would  you  label  a  company's 

performance  when  it  will  meet  basic 

5-year  sales  and  earnings  goals  in  four? 


Hard-to-duplicate. 


Let  us  show  you  how  we  do  it.  Ask  for  our  latest  financial  reports. 
Associated  Spring  Corporation,  Dept.  A,  Bristol,  Conn.  06010. 


Associated  Spring  Corporation 


A 
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How  Value  Line  Can  Help  You 


GET  READY  NOW 

for  the  NEXT  BULL  MARKET 


Value  Line  expects  you  may  well  see  the 
Dow  Jones  Industrial  Average  close  to  2000 
within  the  next  five  years. 

•  •      • 

Sure,  we  have  inflation  and,  sure,  inflation 
is  bad  for  stocks  and  everybody.  But  consider 
the  implications  of  the  following  scenario 
which  in  our  opinion  describes  the  least  im- 
probable event: 

Inflation  is  stopped  finally,  but  only  after 
the  price  level  is  30%  to  40%  higher.  Such  a 
price  level  means  a  very  much  higher  Gross 
National  Product  —  up  about  60%  in  the  next 
five  years. 

Profits  then  should  go  up  too,  at  least  as 
much,  because  the  ratio  of  corporate  profits 
and  dividends  to  the  Gross  National  Product 
is  right  now  too  low  to  permit  business  to  ex- 
pand the  way  it  must  it  it  is  to  provide  jobs, 
reduce  unemployment,  and  maintain  the  stan- 
dard of  living  of  the  country.  Corporate 
profits  then,  as  we  see  it,  will  probably  rise 
60%  to  80%  in  the  next  five  years  on  a  60%  rise 
in  the  Gross  National  Product. 

Inflation  will  be  a  good  part  of  the  reason. 
But  once  inflation  is  brought  under  control  at 
the  higher  price  level,  the  investor  will 
probably  be  looking  at  earnings  of  about  $135 
a  share  on  the  Dow  Jones  Industrial  Average. 
And  he  will  then  also  be  looking  at  a  normal 
multiple  on  these  earnings  again.  Instead  of 
8.8  times  earnings,  on  the  Dow  and  a  current 
12%  interest  rate,  the  multiple  will  probably  be 
13  times  again  —  or  even  higher  —  and  the  in- 
terest rate  and  the  real  growth  rate  will  both 
be  lower. 

Under  conditions  like  these,  which  are  the 
least  improbable  that  can  be  foreseen,  the 
Dow  Jones  Industrial  Average  will  be  in  the 

2000  range. 

•  •   .   • 

Yet  the  Dow  Jones  Inoustrials  are  not  the 
bargain  sector  of  the  stock  market.  The 
average  price-earnings  multiple  of  all  the 
stocks  of  the  1536  monitored  by  the  Value 
Line  Survey  which  report  earnings  at  all  is 
only  6  times.  That  means  that  the  run-of-the- 
mill  stocks  right  now  offer  an  earnings  yield  of 
16%%.  Ami  these  earnings  over  the  past  five 
years  have  on  average  grown  at  the  rate  of  9% 
per  annum.  The  investor  then  is  looking  at  a 
market  that  right  now  yields  a  total  return  of 
25%,  if  the  9%  growth  rate  of  the  past  five 
years  holds.  When  inflation  has  been  brought 
under  control  and  earnings  per  share  are 
higher,  the  earnings  yield  at  current  price  will 
be  27%  or  greater  on  current  price.  Even  with 
the  growth  rate  then  down  to  4%,  the  investor 
who  buys  today  is  locking  in  an  earnings  yield 
plus  a  growth  rate  that  gives  him  a  total  return 
of  around  31%  a  year. 

This  is  just  the  average  of  run-of-the-mill 
stocks.  The  outstanding  bargains  promise 
even  greater  returns. 

Today's  values  in  the  stock  market  are  fan- 
tastic, even  in  terms  of  the  average  stock.  Just 
as  fantastic  as  the  insane  anticipation  of 
everlasting  rapid  growth  that  characterized 
the  stock  market  in  the  Sixties — against  which 
the  Value  Line  Service  warned  persistently  all 
during  those  years. 

Insanity  in  the  stock  market  is  always  cor- 
rected.  It  will  be  again.   In  fact  Value  Line 


believes  the  only  way  the  market  can  be 
slopped  from  rising  to  record  highs  is  by  dis- 
mantling the  political  economy  and  turning 
the  nation  into  a  socialist  state.  On  the 
assumption  that  this  will  not  happen,  we  urge 
you  to 

Get  Ready  For  the 

Bull  Market  That  is  Coming 

We  are  not  unaware  of  the  possibility  of  finan- 
cial crisis.  Were  it  not  for  light  money,  the 
stock  market  would  not  be  as  low  as  it  is.  In 
the  end,  value  will  determine  stock  prices,  and 
value,  be  assured,  is  not  always  the  same  thing 
as  price.  It  wasn't  the  same  in  the  Sixties.  It 
isn't  now. 

Note:  this  market  is  thin — both  ways.  The 
intelligent  strategy  is  to  prepare  to  buy 
deliberately  and  on  a  scale.  Not  much  buying 
is  going  to  be  accomplished  at  the  exact  bot- 
tom nor,  we  venture  to  predict,  within  30%  of 
it.  So  again — gel  ready  now — deliberately  and 
with  your  eyes  open. 

To  help  you  identify  the  coming  generation 
of  stock  market  leaders,  as  well  as  stocks  you 
might  better  avoid.  The  Value  Line  Invest- 
ment Survey  continually  rates  more  than  1500 
stocks  for  Probable  Market  Performance  in 
the  Next  12  Months: 

100  stocks  are  ranked  I  (Highest) 

300  slocks  are  ranked  2  (Above  Average) 

700  slocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (Below  Average) 

100  stocks  are  ranked  5  (Lowest) 

Not  every  slock  will  always  perform  exactly  in 
accordance  with  its  Value  Line  rating,  but 
such  a  large  majority  have  over  a  period  of 
many  years  that  we  believe  you  would  serious- 
ly "short  change"  yourself  if  you  don't  put 
these  Performance  ratings  to  work  in  planning 
your  own  strategy. 

Getting  Beneath  The  Surface 

All  told.  Value  line  gives  you  ratings  of  more 
than  1500  stocks  and  more  comprehensive 
data  than  any  other  source  we've  ever  seen, 
lor  each  stock.  Value  Line  regularly  presents 
the  detailed  statistical  history — on  23  key  in- 
vestment factors — going  back  10  years.  Plus 
future  estimates  for  the  next  3-  to  5-years 
When  you  look  at  the  sample  Value  Line 
report  reproduced  in  this  memoran- 
dum— which  is  typical  of  the  continually  up- 
dated reports  we  issue  on  each  of  more  than 
1500  stocks — you'll  see  what  we  mean  by 
ting  beneath  the  surface." 

This,  of  course,  requires  a  massive  research 
effort.  To  that  end.  Value  Line  employs  70 
full-time  professional  research  specialists, 
whose  major  purpose  is  the  continuing  study 
of  investment  values.  They  are  backed  by  ex- 
tensive computer  facilities,  which  enable  us  to 
give  you  — in  addition  to  the  full-page 
reports  —  a  complete  summary  of  our 
evaluations  of  each  of  the  more  than  1500 
slocks  updated  every  week.  You  are  never  left 
"hanging." 

Time-Tested  Experience 

Value  Line  has  been  through  almost  every 
conceivable  kind  of  slock  market  and 
economic  circumstances.  We  have  assisted 
private     and     institutional     investors — many 


thousands  of  them  —  for  nearly  40 
years  .  .  .  ever  since  the  depths  of  the  de- 
pression of  the  1930's.  During  this  long  span, 
countless  brokers  and  other  investment  ad- 
visers have  come  and  gone,  but  not  Value 
Line.  You  can  count  on  us. 

Rating  Today's  Investments 

Value  Line  recognizes  that  a  great  many 
private  investors  are,  in  their  own  right,  highly 
skilled  in  making  judgments  about  stock 
values.  So  we  provide  the  vital  data  we  believe 
you  need  to  draw  your  own  investment  con- 
clusions. We  do  not  ask  you  to  follow  us 
"blindly" 

We  also  present  our  own  unequivocal  in- 
vestment conclusions  on  each  of  more  than 
1500  stocks,  against  which  you  can  match 
your  judgments. 

Specifically: 

•We  rate  each  stock — relative  to  all  the 
other  1500  stocks — for  Probable  Market 
Performance  in  the  Next  12  Months  (as 
outlined  above). 

•  \\  e  rate  each  stock  (from  I  down  to  5)  for 
relative  investment  Safety. 

•We  estimate  each  stock's  Appreciation 
Potentiality  over  the  next  3  to  5  years, 
specifically  indicating  its  price  "target 
range"  in  that  future  period. 

•We  estimate  each  stock's  Dividend  Yield 
during  the  12  months  ahead. 

Re-Entry  Strategy 

If  history  repeals  itself,  a  great  many  now- 
inactive  investors  will  not  return  to  the  market 
in  an  active  way  until  after  many  of  the  biggest 
opportunities  have  been  snapped  up  and  large- 
Is   dissipated 

To  help  you  get  started  now  with  your  re- 
entry strategy — and  we  urge  you  not  to  "get 
back  in"  at  all  unless  you  do  so  with  your  eyes 
wide  open  —  we  invite  you  to  accept  the  follow- 
ing special  invitation. 

Special  $29  Offer 

You  can  now  receive  complete  Value  Line  ser- 
vice for  the  next  13  weeks  for  only  $29.  Your 
introductory  trial  will  bring  you  everything 
that  goes  to  the  full-term  subscribers,  in- 
cluding. .  . 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  (24  pages)  .  .  .  showing  the 
current  relative  ratings  of  more  than  1500 
stocks  for  Performance  and  Safely — together 
with  their  Estimated  Yields  and  the  latest  ear- 
nings, dividends  and   P/E  data, 

EVERY  WEEK  a  new  RATINGS  A 
REPORTS  section  (144  pages)  ...with 
full-page  analyses  of  about  1 20  stocks  During 
the  course  ol  every  I  3  weeks,  new  full-page 
reports  like  this  are  issued  on  even  one  01  the 
more  than  1500  stocks  under  regular  review 

EVERY  WEEK  a  new  SELECTION  & 
OPINION    section   (4    pages)    ...with    a 

detailed  analysis  of  an  Especially  Recom 
mended  Stock— plus  a  wealth  ol  investment 
background  in<  luding  the  Value  I  ini 

ol   more  lit. in    I  M)0  slocks 


e  is  a  typical  Value  Line  Full-Page  Report 


3f  the  more  than  1500  stocks  under  continuous  review  by  Value  Line  is  the  subject  of  a 
2port,  every  13  weeks,  in  regular  rotation  by  industry  group.  New  reports  on  about  120 
i  are  issued  each  week— more  than  1500  every  13  weeks. 
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centage of  recent  price 
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Sales  80% 

Cash  Flow  8.0% 

Earnings  7  0% 

Book  Value  6  0% 
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CURRENT  POSITION   ,97,         1972    12/31/73 


ii 


Cash  Assets 
Receivables 
Inventories 
Other 
Current  Assets 

Accts  Payable 

Debt  Due 

Other 

Current  Liab  ties  2840  4 


2860 
1741  3 
1611  7 

36390 
4546 
5698 

18160 


2943 
19260 
1 759  0 

39793 
558  1 
439  4 
18.721 
2869  7 


322  1 
2177  1 
19862 

44854 
6735 
665  2 
21537 
3492  4 


CAPITAl  STRUCTURE     as  of  12/31/73 
DtM    $917?  mill  Intinst    $53  0  mill 

Includes    $500  mill   4  25%  sub  debs  due 
12/1/1985.  conv.  into  common  at$65.50/sh 
to  11/30/75.  S50  mill  4  25%  debs  due 
6/15/87  conv   into  common  at  S80  75/sh 

Pulsion  litl'ty  $474  mill 

PtfJ  Stock    None  W  0"  N»ne 

Common  Sloe*     182,147  498  shares 
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20  15    22  15  Book  Value  per  sh  2865 

182 'OD <  182  /7u'cfcommon  Shs  Outst'g  18~6~O0 
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Avg  Ann'l  P/E  Ratio 
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itooto"**  Avg  Ann'l  Div'd  Yield 

2  2% 

13400 

15540 '  Sales  <$mill) 

20000 

100% 

95%  Operating  Margin 

100% 

360 

390  Depreciation  ($mtll) 

490 

620 

555  Net  Income  ( Jmill) 

820 

6  5% 

65%  Depreciation  Rate 

7  0% 

405% 

4 1  5%   Income  Tai  Rate 

450% 

4  6% 

42%   Net  Income  Margin 

4  1% 

1175 

1375   Funded  Debt  (Smill) 

1700 

3670 

4035    Net  Worth  (Smill) 

5325 

1150 

1470   Working  Cap'l  (tmill) 

2000 

14  0% 

435%   %  Earned  Total  Cap'l 

135% 

170% 

16  0%    %  Earned  Net  Worth 

15  5% 

47% 

44~>    %  All  Dhr'ds  to  Net  Inc 

43% 

Current  Price/ Earnings  Ratio, 

compared  with  its  past-7-years 
"norm  "  Statistics  below  also  show 
the  average  annual  P/E  in  each 
of  the  past  10  years 


Estimated  Price 
range       3-5  years 
hence 

Rank  for  Probable 
Market  perform- 
ance in  the  Next  12 
Months,  relative  to 
more  than  1500 
other  stocks.  Ranks 
range  from  1  (Highest) 
down  to  5  (Lowest) 

Rank  for  Safety 

(1  is  Highest,  5 
Lowest),  based  on 
stock's  price  volatility 
around  its  own  long- 
-term trend. 
Beta  is  the  measure- 
ment of  a  stock's  price 
sensitivity  to  overall 
market  fluctuations 
(based  on  the  NYSE 
Composite  Average) 

The  Vital 

Statistics  going  back 
10  years— plus  esti- 
mates for  the  next 
3-to-5  years 


BUSINESS  General  Electric  Co  is  the  worlds 
largest  manufacturer  of  electrical  equipment  Es 
timated  sales  land  net  earnings)  breakdown  In- 
dustnal  components/systems.  28%  (27%).  indus 
trial  power  equipment.  19%  (17%).  consumer. 
23%  (22%)  aerospace.  12%  16%).  international 
18%  122%)    General  Electric  Credit  Corp   contrib 


utes  6%  of  net  profits  Company  must  sell  its  1  61 
million  Honeywell  common  shares  by  6/30/78 
Also  owns  18  5%  interest  in  Honeywell  Informa- 
tion Systems,  tnc  Has  388.000  employees. 
537  000  shareowners  Chairman  &  Chief  Ex 
ecutive  Officer  R  H  Jones  Incorporated  New 
York    Address    Fairfield,  Connecticut  06431 


Three  main  divisions  account  for  GE's 
earnings  gains  so  far  in  1974.  These  are  the 
Aerospace,  Industrial  Components  and  Sys- 
tems, and  International  areas,  which 
together  last  year  accounted  for  about  56^  of 
GE's  net  income.  This  year  the  percentage 
contribution  should  be  materially  larger  in 
view  of  the  difficulties  being  experienced  par- 
ticularly in  the  consumer  and  industrial 
power  businesses.  The  Industrial  Compo- 
nents and  Systems  operation  which  is  ben- 
efiting from  high  levels  of  industrial  capital 
spending  is  the  largest  segment  of  GE's  busi- 
ness both  in  sales  and  profits. 

But  the  other  categories  have  caused  in- 
vestor concern  judging  by  the  falloff  in 
GE's  market  price  during  the  past  three 
months.  This  year  so  far,  the  consumer  lines 
are  believed  to  be  among  the  weakest  in  the 
company  and  the  poor  showing  hurts. 
Somewhat  tied  to  consumer  spending  but 
perhaps  even  more  so  to  the  level  of  interest 
rates,  is  GE's  Credit  Corp.  This  subsidiary,  a 
wholly-owned  non-consolidated  finance  af- 
filiate, experienced  a  12rr  falloff  in  second 
quarter  results.  The  industrial  power  area  is 


also  having  problems  stemming  mainly  from 
the  lackluster  trend  in  steam  turbine  ship- 
ments and  the  downtrend  in  gas  turbine  ship- 
ments. Domestic  orders  for  gas  turbines  have 
slowed  down  because  of  uncertainties  over 
future  distillate  supplies. 

Short-term  debt  continues  to  expand  but 
at  a  slower  rate.  Last  Spring's  $300  million 
long-term  debt  offering  partially  met  GE's 
cash  needs.  Short-term  borrowings  were  in- 
creased this  year  so  the  company  could  in- 
crease its  raw  material  inventories  before  the 
end  of  the  price  controls  program.  Some  in- 
ventory reduction  is  probable  in  the  second 
half.  While  a  slowing  nationwide  capital 
spending  rate  may  affect  certain  areas  of  the 
company  in  1975,  Value  Line  expects  moder- 
ating interest  rates  to  be  a  plus  factor  in 
many  others.  Year-ahead  market  action  for 
this  stock  should  about  pace  the  average 
stock.  M.E.H. 


CASH  POSITION 

Current  Assets  lo  Current  Liabilities 
Cash  A  Equiv  s  to  Current  liab'ties 
Working  Capital  to  Sales 


5  Year  Avg      1?  31  73 


132% 
10% 
9% 


1?8% 
9% 
9% 


/ 


Summary  of  the 

company's  business 
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Concise  Review 

of  latest  developments 
and  future  prospects 
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IA)  Based  on  avg  shs  outstanding 
includes  special  gam  of  6c  a  share  in 
1967     excludes   eitraoidmaiv   capital 


gams  of  4c  a  share  in  1 97 1 

(B)  Neat  div  d  mooting  about  Sept    13 

Goes    ei    div  d    about    Sept     1 7     Div  c 


payment  dates    Jan 
25  Oct  25 


25    Ap.    25    July 


(CI   In  millions  adjusted  for  stock   si 
and  div  ds   fully  diluted  in   1977  79 


Significant  ratios 

indicate 

Liquidity 


S  THIS  BONUS  .  .  .  Value  Line's  com- 
1 800-page  Investors  Reference  Service 
separately  for  $35),  with  our  latest  full- 
reports  on  all  stocks  under  review— :fully 
sed  for  your  immediate  reference.  This 
volume  bonus  will  be  shipped  to  you  by 
ial  handling. 

ney  Back  Guarantee 

take  no  risk  in  accepting  this  special 
'  If  you  are  not  completely  satisfied  with 
/alue  Line  Survey,  just  return  the  material 
have  received  within  30  days  for  a  full  re- 

of  your  fee. 

o  accept  this  invitation,  simply  fill  in  and 
the  attached  coupon  today.  Time  is  im- 
am. 


I     ^y  The  Value  Line  Investment  Survey 
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I 
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ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST 


NEW  YORK,  NY.  10017 
N16M01 


□ 


Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224 


Signature 


Name  (please  print) 


Address 


City 


State 


Z'P 


□  Payment  enclosed      □  Bill  me  for  $224 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded 

N  Y  residenls  please  add  applicable  sales  tax  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent  ) 


Faces  Behind  the  Figures 


Standing  In 
Their  Own  Light? 

"Before  the  end  of  this  decade,  oil 
prices  will  come  down.  If  the  Arabs 
were  smart,  they  would  price  then- 
oil  at  $5  a  barrel  and  keep  other 
sources  off  the  market." 

This  advice,  which  the  Arabs  prob- 
ably won't  heed,  comes  from  Dr.  Jesse 
Wyllie,  54,  head  of  Gulf  Oil's  East- 
ern Hemisphere  operation.  Wyllie  is 
a  scientist  who  ran  Gulf's  research  di- 
vision before  moving  to  London,  head- 
quarters of  his  present  job,  in  1971. 
To  support  his  view,  Wyllie  flashes  a 
graph  showing  the  gradual  way  oil 
prices  should  have  risen  over  the  next 
25  years,  making  secondary  and  ter- 
tiary pools  of  oil  economically  feasible 
along  the  way.  By  his  projection, 
shale  oil  would  barely  have  become 
economical  even  by  2000. 

But  the  Organization  of  Petroleum 
Exporting  Countries  has  pushed  to- 
day's price  past  what  it  would  have 
been  in  2000.  The  economic  result, 
says  South  African-bom  Wyllie,  is 
simple:  "Men  all  over  the  world  are 
developing  oil  deposits  that  shouldn't 


be  produced  till  2000.  And  once  they 
produce  that  oil,  they  have  to  sell  it 
to  pay  off  the  high-priced  money  that 
went  into  developing  it." 

An  example  is  North  Sea  oil  from 
Wyllie's  own  bailiwick.  North  Sea  oil 
costs  $3  a  barrel  to  produce,  vs.  10 
cents  to  15  cents  for  Arabian  oil.  Be- 
fore October  1973  North  Sea  oil's  lo- 
cation and  quality  made  it  barely 
competitive  with  Arabian  oil  landed 
in  Rotterdam,  and  North  Sea  weather 
difficulties  and  rising  costs  would 
have  swung  the  advantage  back  to 
Middle  East  oil.  But  the  OPEC  mem- 
bers chose  not  to  use  this  advantage. 
Instead,  they  have  cut  production  de- 
spite declining  demand  to  sustain  a 
price  so  artificial  that  virtually  any 
oil  is  now  economically  feasible. 

True,  North  Sea  oil  is  not  yet  here 
in  quantity.  Nor  is  North  Slope  oil,  or 
oil  from  other  areas  now  being  so 
feverishly  explored  and  developed. 
But  such  oil  will  be  here  in  three  to 
four  years— when  the  OPEC's  strategy 
must  be  either  to  reduce  output  fur- 
ther or  cut  prices.  Wyllie  believes 
prices  will  fall,  forcing  the  industrial 
nations  to  hold  oil  prices  high  enough 
so  that  producers   of  "new"  oil  can 


Wyllie  of  Gulf  Oil 


pay  off  their  investment. 

That  will  be  quite  a  trick.  The  only 
harder  trick  then  will  be  for  the 
OPEC  to  find  any  sympathy  among 
the  nations  that  do,  after  all,  con- 
stitute their  markets.  ■ 


Cassandra,  Again 

George  Ball,  former  Under  Secre- 
tary of  State  under  Presidents  Ken- 
nedy and  Johnson  and  now  senior 
partner  with  Lehman  Bros.,  won't  ar- 
gue with  Gulf's  Jesse  Wyllie,  who 
feels  that  oil  prices  will  drop  sharply 
in  the  years  ahead.  But  that's  just  the 
problem:  It's  in  the  future,  says  Ball. 

Ball  of  Lehman  Bros. 


For  now,  warns  Ball,  "It's  unlikely 
that  the  price  line  is  going  to  break 
very  much."  The  Ford  Administration 
should  "stop  this  fruitless  confronta- 
tion with  the  Organization  of  Petro- 
leum Exporting  Countries  over  prices. 
It's  counterproductive." 

Which  means  that  the  West  is  still 
faced  with  a  massive  recycling  prob- 
lem. "Banks  are  up  against  their  mar- 
gins already,  as  far  as  making  loans 
to  countries  suffering  balance-of-pay- 
ments  problems  is  concerned."  Nor 
does  Ball  feel  that  the  U.S.  alone  can 
or  should  do  the  recycling  by  attract- 
ing Arab  money  here  and  then  re- 
lending  it  to  hard-pressed  oil  users 
elsewhere.  "We  would,"  he  says,  "be 
left  with  a  burden  of  sour  loans." 

Is  there,  then,  no  solution?  Yes, 
says  Ball:  an  international  petrobank. 
The  Arabs  would  be  major  partners 
in  the  bank  and  have  a  major  say  in 
its  policies.  The  Arabs  would  buy  the 
bank's  long-term  bonds  and  the  bank 
would  relend  the  money  to  Italy  or 
whoever  else  needed  it. 

Why  not  use  the  already  existing 
International  Monetary  Fund?  "I  have 
been  in  the  Middle  East  three  times  in 
the  past  five  months,"  Ball  answers, 
"and  I  find  these  countries  are  not 
happy  about  putting  a  lot  of  money 


in  the  IMF  when  the  voting  control 
rests  so  heavily  with  the  industrial 
nations.  Recognition  of  equality  is 
very  important.  I  think  OPEC  would 
be  very  responsive  to  a  debt  instru- 
ment that  is  tailored  to  their  require- 
ments." Ball  feels  the  Arabs  would  be 
willing  to  share  in  subsidizing  interest 
rates  for  Third  World  countries 
through  such  a  bank. 

A  petrobank  would,  of  course,  in- 
sist that  borrowing  countries  put  their 
balance  of  payments  in  order.  That 
kind  of  pressure  would  be  more  pala- 
table coming  from  an  international 
bank,  he  feels,  than  coming  from  the 
U.S.  or  some  other  foreign  country. 

None  of  this,  Ball  adds,  frees  the 
U.S.  from  the  necessity  of  cutting  back 
on  oil  imports  through  meaningful 
energy  conservation— "be  it  through 
rationing  or  taxes  or  a  ceiling  on  oil 
imports.  Nobody  is  going  to  pay  a 
great  deal  of  attention  to  us  until 
we  do." 

He  ends  on  a  gloomy  note:  "We've 
been  drifting  since  last  January  on 
this  whole  issue.  I  find  it  very  omi- 
nous." When  Ball  spoke  out  against 
our  deepening  involvement  in  Viet- 
nam, the  Johnson  Administration  it; 
nored  him.  Is  the  Ford  Adminisha 
tion  listening  this  time?  ■ 
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While  you're  wondering  who  to  talk  to 

about  group  dental  insurance, 

Metropolitan  Life  is  covering  over 

one  million  people. 


Metropolitan  Life  has  de- 
signed group  dental  insurance 
plans  specifically  tailored  to  the 
particular  needs  of  a  number  of 
companies  large  and  small. 

Our  qualifications  for  admin- 
istering a  dental  plan,  and  ad- 
ministering it  with  great  economy, 
stem  from  our  development  of 
a  new  system  especially  designed 
to  handle  group  dental  plans. 

Our  capabilities  include: 

Ability  to  design  and  imple- 
ment a  new  plan  regardless  of 
whether  your  company  is  large 
or  small. 

Professional  dental  consul- 
tants with  the  expertise  to  de- 
velop and  maintain  good  rela- 
tionships with  the  dental 
fraternity  at  all  levels. 

Practicing  dentists  who  serve 
as  consultants  to  Metropolitan 


clients  on  a  local  basis. 

A  claims  processing  system 
that  is  fully  computerized  and 
functioning  efficiently  from  both 
a  facility  of  payment  and  ex- 
pense point  of  view. 

An  experienced  staff  of  com- 
munication specialists  provides 
assistance  in  developing  liter- 
ature and  other  material  for  use 
in  giving  plan  information  to 
employees. 

With  the  greatly  increased 
interest  in  group  dental  plans, 
wouldn't  this  be  a  good  time  to 
get  the  full  Metropolitan  story? 

Call,  toll  free,  (800)  221-3280. 
In  N.  Y.  State,  (800)  522-3374, 
N.  Y.  City  only,  call  578-2470. 

O  Metropolitan  Life 

Where  the  future  is  now 


Faces  Behind  the  Figures 


"Seven  Basic  Issues 


»* 


How  do  you  make  outside  auditors— and  the  statements 
they  certify— more  responsive  to  investors'  needs? 

Worried  by  the  recent  wave  of  class-action  lawsuits 
charging  accounting  firms  with  inadequate  audits,  and 
under  stiff  pressure  from  the  Securities  &  Exchange  Com- 
mission, the  American  Institute  of  Certified  Public  Ac- 
countants appointed  a  Commission  on  Auditors'  Respon- 
sibilities on  Oct.  7  to  come  up  with  some  answers  to  that 
question.  Former  SEC  Chairman  (1964-69)  Manuel  Co- 
hen, 62,  will  head  the  seven-man  committee. 

"They  want  something  more  than  a  parochial  view  of 
the  problems,"  says  Cohen,  now  a  partner  in  the  Wash- 
ington, D.C.  law  firm  of  Wilmer,  Cutler  &  Pickering.  In 
addition  to  practicing  CPAs,  the  Commission  will  include 
Board  Chairman  Walter  S.  Holmes  of  CIT  Financial  Corp., 
NYU  accounting  professor  Lee  J.  Seidler,  and  investment 
adviser  William  C.  Norby  of  Duff,  Anderson  &  Clark. 

The  "seven  basic  issues"  the  Cohen  Commission  will 
tackle  are:  1)  What  are  the  needs  and  expectations  of 
users  of  audited  financial  statements?  2)  What  should  the 
auditor  be  responsible  for  on  annual  financial  statements? 
Fraud,  for  example?  3)  Should  the  methods,  techniques 
or  reports  of  auditors  be  changed?  4)  Should  relation- 
ships of  auditors  to  boards  of  directors,  creditors  and 
stockholders  be  changed?  5)  Should  auditors  be  respon- 
sible for  corporate  information  other  than  audited  finan- 
cial statements?  Press  releases?  Quarterly  reports?  Fore- 
casts? 6)  Should  the  education  and  training  of  auditors 
be  improved?  7)  Should  there  be  a  full-time  board  set 
up  to  establish  auditing  standards? 


Ex-SEC  Chairman  Cohen 


Currently  the  Cohen  Commission  plans  to  meet  just 
once  a  month  for  the  next  year  or  so  to  ponder  these 
questions.  Does  that  mean  the  Commission  is  little  more 
than  a  conciliatory  gesture? 

"That's  a  hell  of  a  question  to  ask,"  snaps  Cohen. 
"Look,  this  is  a  very  serious  matter.  I've  got  lots  of  other 
things  to  do.  If  I  didn't  think  it  was  important,  I 
wouldn't  have  undertaken  it." 

Then  he  adds,  with  a  sigh  of  resignation:  "This  will 
probably  take  more  time  than  I  expect."  ■ 


Managing  Monopoly 

In  1933  Charles  Darrow  was  an  unemployed  furnace  sales- 
man living  in  a  Philadelphia  suburb.  He  liked  to  play 
games.  Instead  of  sitting  and  stewing,  he  designed  his  own, 
built  around  (what  else  did  people  think  of  in  those  days?) 
making  money.  His  game  was  played  on  the  street  plan  of 
Atlantic  City— where  his  family  vacationed  in  happier  days. 
Darrow  called  his  creation  Monopoly.  In  1934  privately 
owned  Parker  Bros,  bought  him  out.  Since  then,  the 
game  has  sold  nearly  80  million  units,  with  a  record  3.5 
million  last  year,  representing  a  10%  growth  rate.  At  an 


Monopolist  Brady 


average  retail  price  of  $5  per  set,  the  Monopoly  business- 
selling  litde  more  than  printed  cardboard  and  a  concept 
—has  netted  total  operating  profits  estimated  at  over  $75 
million  for  Parker.  That's  one  reason  General  Mills  paid 
a  tidy  but  undisclosed  sum  for  Parker  six  years  ago. 

Now  Maxine  Brady,  a  33-year-old  textbook  editor  and 
self-confessed  Monopoly  nut,  brings  management  science 
to  the  game  millions  play  for  fun.  Her  approach  is  out- 
lined in  the  soon-to-be-published  Monopoly  Book:  Strategy 
and  Tactics  of  the  World's  Most  Popular  Game  (David 
McKay  Co.,  $5.95).  "Monopoly  is  just  like  business,"  says 
Brady;  "if  you've  got  the  facts,  the  odds  work  for  you." 

To  that  end,  her  book  offers  pages  of  tabular  Property/ 
Desirability  Indexes.  These  rank  the  probabilities  of  land- 
ing on  particular  Monopoly  streets  and  compare  their  rela- 
tive rates  of  return  from  rent.  Advice  from  the  author: 
"Best  buys  are  the  oranges— New  York,  St.  James  and 
Tennessee.  They're  near  the  jail  and  more  people  land 
there  than  anywhere  else.  Be  cautious  about  the  greens; 
they  only  produce  when  you've  got  enough  money  to  de- 
velop them  fully.  But  utilities  are  the  worst  investment. 
They're  only  good  to  sell  or  mortgage  late  in  the  game." 

According  to  Ms.  Brady,  a  session  of  Monopoly  may 
have  some  similarity  to  the  stock  market.  "It  combines  luck 
and  skill,"  she  says,  in  an  explanation  of  the  game's  per- 
petual popularity.  "If  you  lose,  you  blame  it  on  bad  rolls 
of  the  dice.  If  you  win,  it  was  your  own  brilliance." 

Founder  Darrow?  Don't  worry  about  him.  He  retired  on 
his  royalties  at  46  and  became  a  gentleman  farmer;  his  in- 
come reached  many  millions  by  his  death  in  1967.  But 
even  Darrow  couldn't  repeat.  The  only  game  he  designed 
later  never  passed  Go.  Its  name:  "Bulls  and  Bears."  ■ 
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National  Steel.  We're  choosy  about 
entering  new  markets.  But  we're 
building  our  way  into  one  which  may 
prove  as  important  to  the  economy 
as  we  think  it  will  be  to  us.  It's 
welded  oil-country  pipe  and  tubing. 
Well  have  a  new  plant  producing  it  in 
Texas  late  next  year.  Already  we 
make  the  raw  material  on  our  strip 
mills.  And  the  energy  shortage  makes 
it  a  growth  market.  Frankly,  that's  the 
only  kind  of  market  that  interests  us. 
Progress  always  has  been 
the  National  interest. 

National 

Steel 

Corporation 

It's  time  you  heard  more  about  us. 

Send  for  our  facts  pack.  National  Steel  Corporation, 
2800  Grant  Building,  Pittsburgh,  PA  15219. 

Name 

Address 

City State_j Zip 


Faces  Behind  the  Figures 


Finding  His  Feet 

When  his  father  sold  Clairol,  the 
Family  hair-coloring  business,  in  1959 
to  Bristol-Myers  for  $22.5  million 
cash,  but  no  stock,  Richard  Gelb 
strongly  objected.  Young  Gelb  stayed 
on  to  run  Clairol,  but  he  wondered  if 
talents  suited  to  a  small  family  con- 
cern would  work  for  a  big  outfit. 

Gelb's  fears  seemed  well  founded 
when,  five  years  after  he  was  named 
president  of  the  whole  company  in 
1967,  Bristol-Myers'  earnings  ground 
to  a  halt. 

Gelb  had  won  quick  promotion  by 
making  Clairol  a  hit  through  heavy 
advertising.  But  where  Clairol  was 
largely  unchallenged  in  hair-coloring 
in  those  days,  B-M's  other  products 
had  to  compete  with  the  likes  of 
Procter  &  Gamble  and  American 
Home  Products.  Against  them,  a 
heavy  advertising  broadside  didn't 
produce  the  same  easy  results. 

Other  troubles  hit  Gelb.  Some  ac- 
quisitions (small  appliances,  wigs) 
went  sour.  Clairol  saturated  its  mar- 
ket. And  a  price  war  took  profits  out 
of  the  ampicillin  market  once  a  B-M 
stronghold.    By    1971    Bristol-Myers, 


once  the  darling  of  Wall  Street,  was 
showing  no   earnings   growth   at   all. 

Bristol-Myers'  directors  might  have 
sacked  Gelb;  instead,  in  January 
1972  they  made  him  chief  executive. 
Gelb  had  one  more  trick  up  his  sleeve. 
Stalled  at  home,  he  was  pushing 
B-M  abroad  in  hot  pursuit  after « 
Pfizer,  Squibb,  Sterling  Drug  and 
American  Home.  Today  the  move  is 
paying  off.  B-M's  foreign  sales  are  up 
from  just  over  $100  million  to  $400 
million  since  1968,  and  pretax  profit 
margins,  running  under  9%  two  years 
ago,  are  now  above  13%.  B-M  will 
probably  earn  $3.75  per  share  this 
year,  against  $2.40  in  1971,  on  more 
than  $1.6  billion  in  sales. 

"We  do  twice  as  much  antibiotic 
business  abroad  as  we  do  in  the  U.S.," 
says  Gelb.  And  unlike  in  the  U.S.,  it 
isn't  a  cutthroat  business,  since  most 
of  the  purchasing  is  done  by  govern- 
ment agencies.  With  B-M  already  No. 
One  in  a  half-dozen  countries,  includ- 
ing France  and  Brazil,  Gelb's  target 
is  to  be  No.  One  worldwide  in  anti- 
biotics by  1980. 

In  the  U.S.,  Gelb,  now  50,  still 
spends  heavily  on  advertising  ($132 
million  in  1973),  but  has  learned  how 


Gelb  of  Bristol-Myers 


to  stop  wasting  ad  dollars  in  head-on 
battles  with  the  giants.  And  Gelb  has 
revived  Clairol,  pushing  into  sham- 
poos—its Herbal  Essence  has  cap- 
tured 11%  of  the  market  in  just  two 
years.  "In  our  top  20  consumer  cate- 
gories," says  Gelb  proudly,  "we  are 
the  leader  in  15.  What  impresses  me 
is  we  did  this  by  spending  less  on 
advertising  than  our  competitors."  ■ 


Keep  It  Private 


Dr.  N.  Bruce  Hannay  is  worried 
about  America's  research  and  devel- 
opment, a  subject  dear  to  his  heart. 
Hannay,  53,  is  vice  president,  re- 
search and  patents,  of  Bell  Telephone 
Laboratories  and  president  of  the  In- 
dustrial Research  Institute,  whose  230- 
odd  corporate  members  do  some  85% 
of  U.S.  private  research. 

One  of  his  worries  is  a  trend  among 
major  U.S.  companies— he'd  rather  not 
name  them— to  cut  down  on  longer 
range  research.  "Here  at  Bell  Labs  we 
think  ten  or  15  years  ahead,"  he  says, 
"because  continuity  is  really  a  nec- 
essary part  of  research.  You  can't 
turn  it  off  and  on  and  have  it  be 
successful.  The  results  have  to  be  ac- 
cumulated over  several  years." 

But  Hannay  is  even  more  worried 
lest  the  Government  make  things 
worse  by  intervening  clumsily.  "Cer- 
tainly I  don't  think  the  Government 
should  do  the  research,"  he  says. 
"That  could  be  a  disaster.  I  take  a 
dim  view  of  government  capability  in 
deciding  what  people  want,  because 
government  bureaucracy  is  not  a  good 
mechanism  for  making  those  de- 
cisions. The  important  thing  is  for  the 
Government  to  encourage  industry  to 
spend  its  own  money." 

One  thing  the  Government  is  try- 


ing, Hannay  goes  on,  is  to  use  its 
hefty  purchasing  power  to  encourage 
research,  by  setting  performance  spe- 
cifications on  products  to  demand  in- 
novative thinking  by  suppliers.  "We 
do  this  at  Bell  to  some  extent.  For 
example,  we  write  a  specification  for 
cable  insulation,  and  since  we  buy 
most  of  the  insulation  used  in  the 
electrical  communications  industry, 
the  manufacturers  will  supply  what 
we  need  and  want." 

Further,  he  adds,  the  Government 
can  stop  doing  things  that  discour- 
age research,  such  as  forcing  licensing 
of  discoveries  made  by  companies 
doing  contract  research  for  the  Gov- 
ernment—and sometimes  even  back- 
ground patents  taken  out  previously. 

More  broadly  still,  the  Government 
could  start  assessing  the  results  of 
its  regulation  in  areas  like  energy,  the 
environment  and  scarce  materials. 
"No  one  now  is  asking  the  regulators 
to  look  at  the  consequences  of  what 
they  do.  It  would  be  interesting  if  an 
independent  body  did  look  at  those 
consequences  and  said,  'What's  tin- 
trade-off  here?'  "  That  would  require 
Government-business  cooperation  ra- 
ther than  confrontation,  which  Han- 
nay likes:  "The  relationship  doesn't 
have  to  be  as  primitive  as  it  is."  ■ 
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Captain  Kidd 

is  sailing 

in  troubled  waters. 


The  muck  and  murk  of  pollution  spell 
trouble  for  everyone.  But  a  sick 
environment  is  no  longer  the  price 
of  a  healthy  economy.  Crane  and  its 
Cochrane  Environmental  Systems 
Division,  specialists  in  the  technology 
of  water  and  waste  treatment  for 
better  than  a  century,  are  helping  to 
change  that. 

Our  young  adventurer  has  run 
afoul  of  suspended  solids -the 
product  of  industrial  and  municipal 
wastes.  For  this  particular  problem 
(as  for  many  others)  Crane  provides 
special  equipment.  Tailor-made 
techniques  and  tools.  For  example: 
microstrainers.  Clarifiers.  Solids 


contact  reactors.  Filters.  Reverse 
osmosis.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and 
knowledge. 

Suspended  solids  represent  just 
one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information,  contact:  Crane  Co., 
Dept.  AD,  300  Park  Avenue, 
New  York,  N.Y.  10022. 


Crane  makes  it  flow  clean  again. 


Nature  gives  some  trees  a  hard  life, 
but  we  can't  afford  to. 


14.  For  much  the  same  reason, 
the  fast -food  industry  uses  our 
greaseproof  paper,  the  kind 
shown  here.  It's  specially  made  to 
keep  oils  from  seeping  through 
the  paper 


13.  Surgical  equipment  has  spe- 
cial packaging  problems.  And, 
oddly  enough,  our  special  medi- 
cal grade  paper  is  ideal.  The  con- 
trolled porosity  of  the  paper 
allows  sterilizing  vapors  to  get 
inside  but  not  bacteria.  So  the 
object  can  be  sterilized  after  it's 
put  into  one  of  our  packages. 
And  stay  that  way  until  opened. 


12.  A  scanning  electron  micro- 
graph shows  what  the  tiny  pulp 
fibers  look  like  when  laid  out  to 
form  paper.  And  why  kraft  paper 
is  strong  The  fibers  bond  together 
where  they  dry  in  contact  with 
each  other.  Modern  paper- 
making  machines,  like  one  of 
ours  in  Mississippi,  turns  pulp 
intoacontinuoussheetof  paper- 
26  feet  wide  -  at  the  rate  of  over 
20mph. 


11.  This  is  wood  pulp.  At  the  bot- 
tom is  natural  kraft  pulp;  the 
middle,  groundwood;  the  top, 
bleached  kraft.  Kraft  is  German 
for  strong!'  And  kraft  paper's 
strength  is  why  we  use  it  to 
make  packaging  for  virtually 
every  industry.  Corrugated  boxes, 
shipping  sacks  (for  everything 
from  flour  to  cement),  and 
grocery  bags 


10.  Chips  like  these  are  usually 
the  first  step  in  turning  wood  into 
paper.  Next  they  are  ground  or 
cooked"  to  make  pulp 


15.  We  give  our  trees  an  environ- 
ment that  favors  growth.  Be- 
cause we  can't  afford  to  wait  for 
Nature  to  take  its  course  if  we  re 
going  to  supply  Man's  needs  for 
products.  Yet,  in  every  way,  we 
follow  Nature's  laws  in  renewing 
and  maintaining  our  forests.  And 
that's  why  we  can  say  we're  serv 
ing  Man  and  Nature  to  the 
benefit  of  both 


1 .  Some  of  the  trees  we  marvel 
at -like  the  redwoods— achieved 
what  they  did  because  their- 
environment  helped.  The  coast 
redwoods  of  California  have  re- 
peatedly adapted  to  floods  that 
killed  off  their  competitors.  This 
one  has  adapted  long  enough 
to  become  the  world's  tallest 
tree -368  ft.  high 


8.  Why  make  each  tree  grow  at 
its  maximum  rate?  Because  the 
forest  is  a  resource.  And  the 
demand  for  forest  products  is 
going  up  not  down.  So  the 
more  we  maximize  our  commer- 
cial forest  lands,  the  better 

9.  Before  wood,  the  major  raw 
material  for  making  pulp  was 
rags.  Obviously  it's  an  impractical 
raw  material  for  the  volume  of 
today's  paper 


7.  The  environment  we  give  the 
trees  in  our  managed  forests 
does  favor  growth.  We  start  with 
genetically  superior  seedlings 
and  do  what  Nature  does  with 
the  bristlecone  and  redwoods: 
eliminate  competition  by  giving 
each  tree  plenty  of  room.  As  you 
can  see,  this  51 -year-old  log  is 
twice  as  wide  as  the  one  above 
because  it  grew  in  a  well-spaced 
managed  forest 


2.  The  climate  of  Australia  favors 
the  eucalyptus- world's  fastest- 
growing  tree.  It  can  grow  45  ft.  in 
two  years 


3.  The  worlds  fattest  tree  is  in 
Tule,  Mexico.  It's  actually  several 
cypress  trees  grown  together  to 
form  one  trunk  50  ft.  wide 


4.  California's  ancient  bristle- 
cone  pines  live  in  an  extremely 
hostile  environment  - 10,000  ft. 
above  sea  level  with  barely 
enough  moisture  to  sustain  life. 
This  eliminates  competitive  vege- 
tation, but  forces  these  trees  to 
grow  very  slowly  -  as  little  as  3  ft. 
m  700  years 


5.  In  fact,  the  world's  oldest  liv- 
ing organism  isa  bristlecone  pine 
in  the  Inyo  National  Forest  of 
California.  It's  4,600  years  old. 
And  all  because  its  environment 
favored  its  growth 


6.  Nature  doesn  t  always  favor 
growth,  though.  Look  at  this 
51-year-old  ponderosa  pine  from 
a  virgin  stand  in  one  of  our 
Montana  forests  The  well-spaced 
rings  in  the  center  show  that 
it  had  a  good  start  in  life.  But  later 
when  overhanging  branches  cut 
off  light  its  growth  slowed  down 
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The  Third  Newsweekly  is  the  one 
that  reaches  out  and  grabs  your  attention 
and  won't  let  go. 

For  a  good  reason.  Sports  captivate 
most  people.  In  sports  they  find  excite- 
ment, enjoyment,  a  new  lease  on  life. 
Sports  involve  them  personally  and 
emotionally. 

And  the  more  responsibilities  they 


What  other  newsweekly 
grabs  you  like  this? 

carry,  the  more  they  seem  to  need  the 
restorative  power  of  sports.  The  doing 
and  the  watching  and  the  following. 

That's  why  busy  people  come  to 
Sports  Illustrated.  They  find  more  color, 
more  action,  more  excitement  and  more 
challenge  between  Si's  covers  than  any- 
where else  in  magazines. 

When  they're  responding  to  some- 


thing they  hold  so  close,  we  think  the 
respond  to  your  advertising  message. 
Whatever  you're  selling  —  from  c 
to  travel  to  business  machines  to  corr 
rate  ideas  — you'll  do  better  with  The 
Grabber. 

Sports  Illustrated 

The  Third  Newsweekly. 


Faces  Behind  the  Figures 


One  Hand  Washes  The  Other 

When  Kentucky's  first  families  gather  at  Churchill  Downs 
near  Louisville  the  first  Saturday  in  May  to  sip  mint  juleps 
and  see  the  Derby,  don't  expect  Garvice  Kincaid  to  be  there. 

Instead  of  watching  the  horses,  he  will  more  likely  be  in 
his  Lexington  office  50  miles  away,  watching  over  a  stable 
of  properties  that  includes  20  banks  ( three  in  Florida ) ,  five 
radio  and  TV  stations,  about  150  finance  companies  and 
the  state's  second-largest  life  insurance  company,  Kentucky 
Central  Life,  with  nearly  $3  billion  of  insurance  in  force. 
Kincaid,  62,  controls  total  assets  of  $1.2  billion— "all  joined 
together  by  me  sitting  here  in  this  chair."  And  he  pulled 
it  all  together  from  scratch  since  graduating  from  the  Uni- 
versity of  Kentucky  Law  School  in  1937. 

Kincaid's  secret  weapon  is  his  savvy  in  real  estate,  where 
he  started  even  before  graduation  by  buying  foreclosed 
houses.  Then,  after  buying  his  first  bank— Lexington's  Cen- 
tral Bank  &  Trust— in  1945,  he  discovered  that  he  could 
beef  up  his  banks  by  speeding  the  industrial  development 
of  their  area.  "Hell,"  he  says,  pointing  to  the  annual  re- 
port of  his  People's  Bank  &  Trust  Co.  of  Berea,  Ky.  "this 
isn't  a  bank  statement,  it's  an  industrial  development  state- 
ment. We  put  four  factories  into  Berea  in  the  last  three 
years,  1,000  jobs  in  a  town  of  4,000,  with  people  driving 
in  from  50  miles  around.  As  a  result,  we  financed  some 
apartment  projects  and  a  right  sizable  shopping  center. 


Entrepreneur  Kincaid 


"Take  Clark  Equipment.  They're  putting  $20  million  in- 
to their  Georgetown,  Ky.  plant,  and  we  have  all  the  busi- 
ness. I  used  to  own  that  farm,  and  when  they  needed  land, 
we  assisted  them.  We  try  to  place  new  industries  where 
our  banks  are;  it  just  happens  we  have  the  sites.  We  are 
the  only  banks  in  the  state  with  this  type  of  approach. 

"We  have  17  banks  in  Kentucky  now.  They're  small, 
only  $400-million  deposits  the  first  of  the  year.  But  they'll 
be  $500  million  the  first  of  next  year.  Not  many  banks 
are  showing  25%  gains  these  days." 

Moral:  What  often  counts  most  is  not  what  you  have 
but  what  you  can  match  it  up  with.  ■ 


Armstrong  of  Moxie  Industries 


Lots  Of  Moxie 

When  Frank  Armstrong,  a  former  Coke  account  execu- 
tive at  New  York's  McCann-Erickson  advertising  agency, 
bought  control  of  old  New  England  soft-drink  maker 
Moxie  Co.  in  1968,  he  did  so  on  a  simple  and  sensible 
theory.  He  reasoned  that  any  outfit  whose  product  had 
survived  since  1884,  and  whose  name  had  so  earned  a 
place  in  the  language  (meaning  "courage"  or  "energy") 
as  to  be  in  Merriam-Webster's  authoritative  dictionary, 
must  be  worth  something.  Right?  Wrong. 

He  had  a  research  outfit  taste-test  the  product,  a  soft 
drink  somewhat  resembling  a  bittter-tasting,  flat  Coke,  in 
the  South.  "It  had  the  worst  ratings  they  ever  recorded," 
says  Armstrong,  now  52.  "Nine  out  of  ten  said  they 
wouldn't  buy  it  again."  So  he  brought  out  a  new,  "soft- 
er-tasting" Moxie.  But  new  customers  still  didn't  like  it, 
and  the  stern  old  New  England  customers  preferred  the 
old  stuff.  From  a  mere  $200,000  Moxie's  sales  fell  by  half. 

But  Moxie,  fortunately,  was  only  part  of  Armstrong's 
game.  Soon  after  acquiring  it,  he  also  bought,  with  the 
help  of  a  group  of  Wall  Street  backers,  National  NuGrape 
Co.  of  Atlanta,  with  $3  million  in  sales  and  a  good  flavor 
laboratory.  In  1969  came  Atlanta's  Monarch  Citrus  Prod- 
ucts Co.,  ($5-million  sales),  then  a  half-dozen  small  ones. 

Today  Moxie  Industries,  as  it  has  been  renamed,  will 
post  $20  million  in  sales  for  1974,  with  an  estimated 
$750,000  profit.  It  sells  "support"— usually  fruit-flavored 
—soft  drinks  like  NuGrape,  the  Kist  and  SunCrest  flavors 
to  major  bottlers  to  round  out  their  cola  lines.  It  is  one 
of  the  two  largest  producers  of  chocolate  soft  drinks 
(the  other:  Yoo-Hoo  Beverage  Corp.),  and  one  of  five 
gumball  makers,  turning  out  1.5  billion  gumballs  a  year. 
It  has  taken  its  Rich-Life  Vitamin  Co.  from  a  money-los- 
ing $800,000-sales  a  year  to  $3.5  million  in  sales  and 
$350,000  in  operating  income.  Now  Armstrong  is  taking  it 
further  into  specialty  foods. 

How's  that  for  moxie?  ■ 
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Went  it  or  prevent  it? 


Rage.  How  well  do  we  understand 
it? 

Should  we  bottle  it  up?  Or  let 
it  all  hang  out?  Is  there  a  way  to 
channel  and  control  it?  Or  can  it 
be  converted  to  creative  purposes? 

All  of  us  are  afflicted  by  rage 
and  perhaps  that's  why  there  are 
so  many  ideas  about  handling 
rage.  Everyone  seems  to  have  his 
own  solution,  his  own  approach, 
his  own  theory.  Fine. 
What  are  the  facts? 
Right  now  a  handful  of 
specialists  are  looking  for  them— 
in  labs  and  classrooms,  on  the 
couch  and  in  encounter  sessions, 
all  over  the  country.  Whatever  the 
freshest,  the  most  germane  facts, 
you'll  find  them  presented  in 
depth  in  PSYCHOLOGY  TODAY. 

We  guarantee  that  kind  of 
authority  because  its  the  authority 
himself  who  writes  the  story— not 
a  third-party  layman.  It's  not  slick 
and  suave  or  short  and  punchy— 
—just  thorough.  That's  why 
PSYCHOLOGY  TODAY  isn't  always 
easy  to  read. 

But  it's  just  this  kind  of  reading 
that  attracts  4'/j  million  men  and 
women  every  month  — people  who 
want  to  understand  themselves. 
their  families,  their  friends,  their 
business  associates— today's  world. 
People  who  look  beyond  the  who 
and  the  what  of  current  events  and  want  to  know  the 
why  of  the  human  condition— even  if  the  answers 
sometimes  are  tough  to  accept. 

Not  surprisingly,  most  of  them  are  among  the  bright 
and  quick  under-35  group.  They're  better  educated, 
in  better  jobs,  with  better  incomes.  Inquisitive, 
acquisitive. 

psychology  today 

The  human  experience  — and  the  why  behind  it. 
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The  Funds 


Is  Fewer  Better? 


At  a  time  when  it  is  no  particular 
disgrace  to  have  done  badly  in  the 
stock  market,  the  shares  of  the  pub- 
licly owned  mutual  fund  management 
companies  have  done  very  badly. 
They  have  fallen  between  40%  and 
99%  from  their  post-1970  highs, 
against  a  drop  in  the  Dow  Jones  in- 
dustrial average  of  37%. 

Their  fees  are  geared  to  the  amount 
of  the  assets  they  have  under  man- 
agement, and  when  the  market  goes 
down,  their  assets  and  their  fees  nat- 
urally go  down  too.  Also,  mutual 
fund  shareholders  tend  to  redeem 
their  shares,  which  results  in  further 
asset  and  fee  shrinkage.  As  the  table 
below  shows,  the  assets  managed  by 
the  seven  top  management  compa- 
nies declined  35%,  from  $23  billion  to 
$15  billion,  since  the  end  of  1972. 

Not  surprisingly,  their  profits  have 
gone  to  pot.  Only  one  outfit,  Key- 
stone Custodian  Funds  Inc.,  managed 
an  earnings  gain  in  1973.  The  rest 
were  down,  anywhere  from  18%  to 
62%.  And  this  year  even  Keystone  has 
plummeted:  Its  earnings  for  the  first 
six  months  were  off  59%.  Gigantic  In- 
vestors Diversified  Services  had  a 
gain  this  year,  but  was  coming  off  a 
disastrous  year  in  1973  when  profits 
plunged  nearly  25%. 

Only  two  fund  managers— IDS  and 
Wellington  Management— are  earning 
enough  to  cover  dividend  payments 
(California  Windsor  does  not  pay 
dividends ) .  Continental  Investment, 
which  like  Shareholders  is  currently 
in   the   red,   has   had   to   defer   debt 


principal  repayments. 

Wellington  has  trimmed  its  operat- 
ing expenses  sharply  in  recent  years, 
but  still  suffered  an  18%  earnings  drop 
in  1973.  Wellington  is  probably  in 
the  best  shape  of  all,  however,  chief- 
ly because  it  has  avoided  unwise 
diversification. 

Diversification  has  been  quite  a 
mixed  bag  for  the  fund  manag- 
ers. Continental,  for  instance,  had 
branched  out  into  securities  broker- 
age, life  insurance,  mortgage  insur- 
ance and  real  estate  investment  trusts. 
Last  year  these  nonfund  management 
businesses  kicked  in  60%  of  its  reve- 
nues, but  nearly  95%  of  its  meager  38 
cents  per  share  in  earnings.  This  year 
its  REIT  and  brokerage  businesses  are 
in  sad  shape  and  Continental's  bank- 
ers have  had  to  step  in  to  try  to  bail 
the  company  out. 

Shareholders  Capital  diversified  in- 
to real  estate  development  and  con- 
struction on  the  West  Coast.  Every- 
one knows  what  has  happened  to 
those  businesses  this  year.  Last  spring 
Shareholders  admitted  it  was  in  a 
"precarious  cash  position,"  and  has 
agreed  in  principle  to  sell  its  mutual 
fund  management  business  to  Ameri- 
can General  Insurance. 

Lightening  Ship 

Even  mighty  IDS,  the  biggest  and 
most  diversified,  with  assets  under 
management  of  nearly  $6  billion,  has 
had  mixed  results  from  the  80%-plus 
of  its  business  that  is  outside  the 
fund  management  area.  It  has  sold 
off  Jefferies  &  Co.,  an  institutional  bro- 
kerage firm  it  acquired  in  1969.  It 
also  sold  John  Nuveen  &  Co.,  its  in- 


vestment banking  firm.  Its  real  es- 
tate operations  lost  $7  million  last 
year,  and  are  still  losing  money.  It  re- 
cently received  permission  from  the 
New  York  Insurance  Commission  to 
sell  its  IDS  Leasing  Corp.,  which  spe- 
cializes in  industrial  leasing,  to  Equita- 
ble Life  Assurance.  Only  its  life  insur- 
ance ($5.5  billion  of  policies  in 
force)  and  savings  certificates  busi- 
nesses, which  together  contribute 
more  than  95%  of  its  operating  net  in- 
come, are  healthy  right  now. 

Investor  confidence  is  not  being 
helped  by  the  lawsuits  against  some 
of  the  management  companies.  Key- 
stone is  being  sued  for  antitrust  vio- 
lations in  the  distribution  of  its  fund 
shares.  Continental  is  being  sued  by 
the  Securities  &  Exchange  Commis- 
sion over  questionable  commission  ar- 
rangements and  bank  relationships. 

Robert  Doran,  president  of  Welling- 
ton Management,  tries  to  keep  smil- 
ing. "When  confidence  is  restored, 
mutual  funds  will  be  a  competitive 
investment  vehicle,"  he  says,  "though 
investors  will  surely  be  more  selec- 
tive and  careful."  Rut  he  adds:  "Any- 
one who  thinks  there  will  be  an  over- 
night elimination  of  problems  and  a 
restoration  of  a  brave  new  world  is 
simply  naive.  It  will  take  time." 

In  Ninotchka,  Greta  Garbo,  play- 
ing the  role  of  a  Russian  commissar 
during  the  bloody  Stalinist  purges  of 
the  Thirties,  was  asked  how  things 
were  in  Russia.  Her  answer:  "There 
are  fewer— but  better— Russians." 
There  will  be  fewer  independent  pub- 
licly owned  fund  managers  when  the 
dust  clears.  Now  if  only  that  October 
rally  would  continue.  ..." 


Stock 

r~        Data 

Assets 

1973 

Firninf1*7 

'er  Share 

Change 

Managed 

f 

Operating 

Change 

Change 

from 

Change 

revenues 

from 

First-half 

from 

Recent  Seventies' 

Latest 

from 

(millions) 

1973 

1972 

1974 

1973 

Price 

high 

(millions) 

end  of  1972 

California 

Windsor  Co. 

$  43.5 

$0.20 

-62% 

NA* 

* 

3 

-40% 

$    471 

-29% 

Continental 

Investment  Corp. 

66.9 

0.41 

-45 

$0.01  d 

P-D 

7/16 

-98 

2,530 

-40 

Dreyfus 

Corp. 

17.2 

1.01 

-47 

0.35 

-30% 

5 

-85 

1,750 

-38 

Investors 

Diversified  Services 

267.9 

3.75 

-24 

1.86 

+13 

173A 

-71 

5,611 

-28 

Keystone  • 

Custodian  Funds 

24.2 

1.05 

+  19 

0.15 

-59 

35/a 

-85 

1,280 

-42 

Shareholders 

Capital  Corp. 

30.9 

0.03d 

D-D 

0.08d 

D-D 

0.06 

-99 

987 

-29 

Wellington 

Management  Co. 

15.3 

1.99 

-18 

0.76 

-32 

67/8 

-81 

2,600 

-39 

*No  comparable  figures  because  of 

accounting  changes. 

P-D— Profit  to  deficit. 

D-D- 

■Deficit  to  deficit. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus.  • 


$125,000,000 

Niagara  Mohawk  Power  Corporation 


General  Mortgage  Bonds,  12.60%  Series  due  1981 


Price  100% 


Plus  accrued  interest  from  October  1, 1974 


Copies  of  the  Prospectus  are  obtainable  in  any  Stole  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  Slate. 


Drexel  Burnham  &  Co. 

INCORPORATED 


White,  Weld  &  Co. 

INCORPORATED 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co.  Salomon  Brothers 

Blyth  Eastman  Dillon  &  Co.     Halsey,  Stuart  &  Co.  Inc.     Hornblower  &  Weeks-Hemphill,  Noyes 


INCORPORATED 


AFFILIATE  OF  BACHE  8.  CO.  INCORPORATED 


INCORPORATED 


E.F.Hutton&  Company  Inc.    Kidder,  Peabody  &  Co.    Kuhn,  Loeb&Co.    Lazard  Freres  &  Co. 

INCORPORATED 


Lehman  Brothers 

INCORPORATED 


Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 


Loeb,  Rhoades  &  Co. 
Reynolds  Securities  Inc.       Smith,  Barney  &  Co.       Wertheim  &  Co.,  Inc.       Dean  Witter  &  Co. 

INCORPORATED  INCORPORATED 

Bear,  Stearns  &  Co.  Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker  Inc. 

October  9,  1974 
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Composed  o<  the  following:  Commerce  privately  owned  housing  starts)  service  price  index  related  to  the  consumer 

Production  Consumption  price  index) 

•  How  much  are  we  producing?  (Federal  Re-  •  How  much  are  people  spending?  (Dept.  of  Income 

serve  Board  Index  of  Industrial  Production)  Commerce  retail  store  sales)  •  How  much  are  workers  earning?  (Dept.  of 

•  What  volume  of  hard  goods  are  we  ordering?  •  To  what  extent  are  consumers  going  into  Commerce  personal  income,  wage  and  salary 
(Dept,  of  Commerce  latest  three  months  new  debt?  (Federal  Reserve  net  change  in  con-  disbursements) 

orders  oi  durable  goods  related  to  inventories)  sumer  installment  debt)  •  How  many  people  have  been  laid  off?  (U.  S. 

•  How  intensively  are  we  building?  (Dept.  of  •  How  costly  are  services?  (Dept.  of  Commerce  Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Price  Is  Not  Always  Value 


Brokers  in  past  years  used  to  say 
that  price  is  the  bloodless  verdict  of 
the  marketplace.  To  many  common 
stock  investors,  prices  currently  are 
the  bloody  verdict  of  the  market. 

Surely  something  was  wrong  with 
Polaroid  at  a  price  of  140  a  year  or 
so  ago,  or  there  is  something  wrong 
with  a  price  of  around  16  now.  Also 
something  must  have  been  wrong 
with  the  bloodless  verdict  when  Lit- 
ton was  120,  or  there  is  something 
wrong  with  the  recent  price  of  the 
same  stock  at  5. 

To  be  a  little  more  realistic,  per- 
haps, General  Motors  at  35  is  ap- 
praised in  the  market  for  $5.7  billion 
less  than  it  was  at  55%  earlier  this 
year,  or  at  $14.2  billion  less  than  at 
the  1973  high  of  84%,  and  it  repre- 
sents about  the  same  thing  now  as  it 
did  at  the  top  of  1973  or  at  the  top 
of  1974.  General  Electric  at  34  was 
recently  appraised  at  less  than  half  of 
what  it  was  valued  at  when  the  stock 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


By  L.  O.  Hooper 

sold  at  75J&  last  year;  its  market  value 
is  down  $7.6  billion.  Incidentally, 
GE's  1974  earnings  will  probably  be 
a  little  higher  than  those  in  1973, 
while  GM's  will  be  off  sharply. 

The  point  I  want  to  make  is  that 
prices  fluctuate  much  more  than  real 
investment  value  does.  It  is  not 
enough  just  to  conclude  that  most 
stocks  were  too  high  a  year  ago,  or 
two  years  ago,  or  last  June;  and  that 
most  stocks  are  too  low  now.  Most 
really  representative  stocks,  not  just 
this  year  but  in  every  year,  fluctuate 
less  in  real  value  than  in  price. 

This  is  a  perpetual  problem  for 
security  analysts  and  stock  market 
commentators.  If  we  could  be  in- 
sulated from  the  violent  fluctuations 
of  supply  and  demand  for  shares 
which  make  prices  change  so  fast 
and  so  much,  our  judgment  might  be 
better.  But  we  can't  be  insulated  from 
price,  partly  because  our  public  thinks 
in  terms  of  price  rather  than  in  terms 
of  value;  and  our  employers,  if  they 
are  stock  brokers,  are  always  thinking 


in  terms  of  price.  I  suspect  that  in 
this  respect  the  readers  of  my  column 
are  not  too  different  from  the  brokers. 
There  is,  however,  a  vast  difference 
between  real  investment  value  and 
price.  Sometimes  this  wide  spread  in 
specific  stocks  persists  for  months  and 
years,  making  our  value  verdicts  far 
different  from  the  bloodless  (or 
bloody)  verdict  of  the  marketplace. 

From  a  purely  value  point  of  view, 
the  shares  of  many  companies  that 
are  seasoned  institutions,  rather  than 
mere  ventures,  may  be  appraised  on  a 
ten-year  average-earnings  and  aver- 
age-dividend basis.  Assuming  an  av- 
erage-interest-rate basis,  one  may 
then  establish  what  often  has  been 
called  a  central  value  for  each  issue, 
at  the  same  time  employing  judgment 
about  the  nature  of  the  business,  the 
growth  or  lack  of  growth,  earnings 
expectations  on  invested  capital  and 
book  value,  and  the  leverage  or  lack 
of  leverage  in  the  capital  structure. 
Once  a  central  value  is  established 
or  estimated,  the  real  investor  will  buy 
the  stock  at  below  central  value  and 
sell  it  above  central  investment  value. 

He  may  buy  too  soon,  and  he  may 
sell  too  soon,  to  take  full  advantage 
of  the  swings  between  the  lows  and 
highs,  but  he  will  be  investing  rather 
than  speculating.  In  theory,  he  won't 
expect  to  buy  at  the  bottom  or  sell  at 
the  top.  What  the  analyst's  public 
unconsciously  expects  is  that  it  will 
be  advised  to  buy  at  the  bottom  and 
sell  at  the  top.  The  investor  should 
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TEXAS  red 

GRAPEFRUIT! 

The  Best— From  the  Lush 
Rio  Grande  Valley 

THIS  IS  OUR  49th  YEAR 

K-bu.  Grapefruit  $  8.75 

Carton  of  12  Grapefruit $  6.75 

Full  bu.  Grapefruit $12.90 

Carton  of  6  Grapefruit $  4.90 

&-bu.  G.F.  &  Oranges $  8.80 

Full  bu.  G.F.  &  Oranges $12.95 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets : 

&-bu.  $9.95 Full  bu.  $14.50 

All  are  delivered  prices 


WE     TRUST     YOU!     Send    Tour    gift    list 
now     and     pay     our     Invoice     In     January. 


Other  citrus   packs   and   also   pecans,   rare  honey, 
fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  illustrated  folder. 
PITTMAN  &  DAVIS,   INC. 

901  N.  Exp.,  HARLINGEN,  TEXAS  78550 
Established  1926 


Fidelity^ 
Money  Market 
Fund 

the  one  with  the  check 
redemption  feature. 

Fidelity  Daily  Income  Trust 

offers  to  individuals,  corporations,  institutions, 

and  fiduciaries— 

•  Participation  in  a  diversified  portfolio  of  high- 
grade  short-term  money  market  instruments 

•  Income  earned  daily,  7  days  a  week 

•  Check -writing  privilege  to  withdraw  funds 
by  redeeming  shares  ($1,000  minimum) 

•  No  minimum  investment  period 

•  No  charge  for  investment 

•  No  charge  for  withdrawal 

•  Minimum  initial  investment  $5,000 

For  further  information  please  write  or  call 
(8  A.M.  to  8  P.M.)  for  a  free  prospectus 

Call  (800)  225-6190 

or  call  collect  (61 7)  726-0650 

The  Trust  seeks  as  high  a  level  of  current  income  as  is 
consistent  with  the  conservation  of  capital  and  liquidity 
by  investing  in  certain  money  market  instruments 

Fidelity  Daily  Income  Trust   35  Congress  Street 
P.O.  Box  832.  Boston,  Mass.  02130  Dept.  FF4NO! 

Please  send  my  free  FDIT  prospectus 
Name 


fily 

Sj;ilp                             Zip 

Telephone 

FIDELITY 

^^=-=^^= 
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be  told  that  when  he  gets  too  far 
away  from  central  value,  on  either 
side  of  the  swing  in  price,  he  is  aban- 
doning investing  and  indulging  in 
speculation. 

This  procedure  is  applicable  only 
to  those  stocks  that  have  real  invest- 
ment value,  and  it  won't  work  perfect- 
ly for  all  of  them.  It  certainly  does 
not  apply  to  the  many  stocks  that 
have  little  or  no  investment  quality, 
and  that  represent  speculations  and 
new  companies  which  are  unseasoned. 

There  are  times,  such  as  in  1916, 
1919,  1922,  1928,  1929,  1933  and 
1968-71,  when  many  more  people 
want  to  speculate  than  want  to  invest. 
But  in  times  when  investors  are  chas- 
tened by  bad  experiences,  most  peo- 
ple want  to  invest  and  few  desire  to 
speculate. 

It  is  apparent  that  most  common 
stock  investors  are  currently  licking 
bad  wounds.  There  is,  therefore,  a 
more  urgent  quest  for  income  and 
relative  safety  than  for  capital  gains 
or  mere  in-and-out  trading  profits. 
This  explains  the  recent  high  demand 
for  high-yielding,  short-term  debt  ve- 
hicles, and  the  almost  complete  ne- 
glect of  speculative  common  stocks 
regardless  of  the  "good  stories"  that 
go  with  some  of  them.  This  generation 
has  speculated  and  lost— lost  badly. 
It  will  take  time  to  develop  a  new 
speculative  generation.  Today  the 
idea  is  to  invest  for  income,  and  per- 
haps some  incidental  capital  gains;  a 
few  years  back  everyone  was  seeking 
capital  gains,  with  income  incidental. 

We  must  expect  more  interest  in 
more  conservative  and  conventional 
common  stocks,  as  we  now  are  see- 
ing such  a  high  emphasis  on  Aaa  and 
Aa  quality  bonds,  with  remarkably 
less  interest  in  A  and  Baa  bonds.  Ac- 
tually, it  is  my  opinion  that  the  best 
values  are  in  A  and  Baa  bonds,  pro- 
vided one  looks  on  them  as  high- 
grade  common  stocks  rather  than  as 
absolutely  safe  credit  obligations. 

One  of  the  problems  in  interesting 
investors  in  equities  now  is  that  so 
many  good  quality,  and  especially 
medium  quality,  bonds  are  offering  a 
better  income  return  than  common 
stocks  are.  Before  we  have  anything 
more  than  technical  recoveries  in 
stocks  (rebounds  from  oversold  and 
sold-out  situations),  common  stock 
yields  must  go  up  and  yields  on  bonds 
must  decline  a  little. 

The  discussion  above  is  more  than 
academic;  but  it  may  look  academic 
if  we  soon  have  the  snapback  from 
extreme  pessimism  which  would,  be  a 
normal  swing  after  a  spill  of  some 
288  points  in  the  DJ  industrials  from 
the  intraday  highs  of  June  to  the 
lows  of  early  October.  President  Ford's 
recently  outlined  program,  it  seems  to 


me,  is  defensive  against  deflation  in 
its  near-term  implications  and  de- 
signed to  be  aggressive  against  super- 
inflation  in  its  somewhat  milder  long- 
term  influences.  Its  success  will  de- 
pend, to  some  degree,  on  whether 
the  public  really  makes  those  volun- 
tary sacrifices  he  has  tried  to  inspire. 
What  we  need,  of  course,  is  a  spon- 
taneous "buyer's  strike,"  such  as  de- 
veloped after  that  postwar  bulge  in 
prices  that  occurred  in  1919  and  1920 
following  World  War  I.  Overcon- 
sumption  has  caused  this  inflation,  and 
greatly  reduced  demand  would  go  a 
long  way  toward  arresting  it. 

As  this  is  written,  it  is  too  early  to 
know  how  the  public  and  the  Con- 
gress will  respond.  There  seems  to  be 
a  strong  suggestion  that  the  environ- 
mentalists will  have  to  give  ground 
to  our  need  for  more  coal  and  nuclear 
power,  that  money  will  be  eased 
enough  to  help  the  capital  markets, 
that  health  expenses  and  construction 
costs  will  be  attacked  vigorously,  that 
(if  Congress  permits)  taxes  will  be 
revised  to  reduce  the  spending  power 
of  the  great  middle  class,  and  that 
the  capital  gains  tax  will  be  liberal- 
ized. The  President  seems  to  be  trying 
to  compromise  with  the  liberals  to  ac- 
complish the  politically  possible  rath- 
er than  to  present  his  opposition  with 
a  fruitless  confrontation. 

Technical  Rally 

I  think  it  is  silly  to  sell  a  stock  like 
Coca-Cola  (60)  because  of  the  tem- 
porary abnormal  situation  in  the 
sugar  market.  .  .  .  There  should  be  a 
revival  of  interest  in  coal-related 
stocks  and  in  the  shares  of  companies 
making  coal-mining  equipment.  .  .  . 
More  housing  subsidies,  even  if  small, 
may  help  an  interest-sensitive  stock 
like  Federal  National  Mortgage  (14). 
.  .  .  Recoveries  in  the  former  glamour 
stocks  probably  will  continue  to  be 
limited  by  pension  fund  switching  to 
better  income  issues.  .  .  .  The  now 
more  speculative  electric  utility  equi- 
ties should  recover  some  lost  ground, 
especially  the  better  ones  with  rea- 
sonable state  public  utility  commis- 
sions. .  . .  Efforts  to  "do  something* 
about  the  Arab  oil  blackmail  will  con- 
tinue, in  spite  of  the  dangers  of  in- 
ternational complications. 

The  recent  sharp  rally  in  stocks  is 
more  technical  than  fundamental,  Tin- 
list  was  deeply  oversold  at  under  600 
in  the  DJI.  It  could  snap  back  to  the 
700-750  area  without  reversing  the 
long-term  trend.  ...  As  a  value,  I  like 
Freeport  Minerals,  around  the  18-to- 
20  area.  Here  you  have  no  debt  lots 
of  cash,  a  low-cost  copper  product  i 
with  a  new  mine,  the  largest  nil 
phur  enterprise,  growing  petroleum 
spreads  and  a  good  management.   ■ 
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Stock  Comments 

Bear  Market  Rally 
Or  Major  Turn? 

By  Heinz  H.  Biel 


The  market's  recent  extraordinary 
advance  raises  the  fundamental  ques- 
tion of  whether  this  is  the  major  turn 
for  the  better  or  just  another  bear 
market  rally.  At  this  time  it  is  prema- 
ture to  give  a  definitive  answer.  We 
have  had  a  buying  panic  of  major 
proportions  due  partly  to  frantic  short 
covering  and  partly  to  purchases  by 
professionals  who  were  grossly  under- 
invested. 

When  the  stock  averages  reached 
their  lows  in  early  October,  the  S&P 
500  was  down  some  48%  from  its 
high,  which  had  been  reached  in 
January  1973.  The  performance  of 
the  DJI  was  similar.  Using  these  yard- 
sticks, the  bear  market  lasted 
only  about  18  months,  if  it  really 
ended.  This  is  not  very  long  as  bear 
markets  go.  However,  a  good  case 
can  be  made  that  this  bear  market 
did  not  begin  in  1973  but  in  1968, 
when  the  Value  Line  index  peaked. 
This  would  have  the  bear  market  run- 
ning for  5%.  years,  which  is  very,  very 
long  indeed. 

The  Value  Line  index  is  very 
broadly  based,  comprising  some 
1,500  stocks.  It  suffered  a  decline  of 
about  70%,  a  loss  that  probably  comes 
closer  to  the  sad  experience  of  most 
individual  investors.  A  bear  market  of 
such  magnitude  and  duration  has  not 
been  seen  since  the  Great  Disaster  of 
1929-32,  the  one  that  everyone  has 
read  about,  but  which  only  very  few 
money  managers  have  lived  through 
professionally. 

The  reason  why  the  Dow  and  the 
S&P  made  their  highs  more  than  four 
years  after  the  general  market  started 
its  downward  slide  is  the  overpower- 
ing weight  oi  the  institutional  inves- 
tors, who  created  what  was  then  re- 
ferred to  as  the  two-tier  market.  The 
superblue  chips,  like  Avon,  Kodak, 
IBM,  Polaroid,  Xerox,  etc.,  were  at 
their  peak  in  1972-73.  You  may  re- 
call that  at  that  time  everyone  was 
flabbergasted  at  the  incredible  vari- 
ance of  price/ earnings  ratios  and  divi- 
dend yields  between  the  few  dozen 
"one-decision"  stocks  and  the  rest  of 
the  market. 

These  huge  discrepancies  had  to 
be  corrected,   and  in  recent  months 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


that  happened  with  a  vengeance. 
Even  after  the  latest  recovery  one  can 
buy  Avon  for  income;  Polaroid  sells 
below  its  book  value;  and  IBM  has  a 
multiple  of  14,  which  I  do  not  recall 
ever  having  seen  for  this  stock.  As  a 
result  we  now  have  a  more  normal 
bear  market,  with  little  discrimina- 
tion between  the  good  and  the  bad. 

The  public  always  looks  for  a  rea- 
son why  stocks  go  down  instead  of 
up,  and  market  commentators  usual- 
ly come  up  with  explanations  that 
sound  perfectly  logical  at  the  time. 
At  first  it  was  Vietnam  that  made 
everyone  unhappy.  Then  came  Wa- 
tergate, an  unusually  messy  affair, 
which  virtually  paralyzed  the  Admin- 
istration at  a  time  when  strong  lead- 
ership was  badly  needed. 

While  all  this  was  going  on,  the 
rate  of  inflation  exploded,  not  only 
here  but  all  over  the  world,  reaching 
levels  which  are  patently  intolerable. 
The  inevitable  result  was  soaring  in- 
terest rates,  and  that  is  something  to 
which  the  stock  market  is  particularly 
allergic. 

Then,  on  the  top  of  all  the  other 
miseries,  came  the  Yom  Kippur  war, 
shortly  to  be  followed  by  the  Arab 
oil  embargo,  the  quadrupling  of  the 
price  of  petroleum,  resulting  in  major 
disruptions  in  industry,  hour-long  lines 
at  gas  stations,  and,  finally,  a  world- 
wide monetary  upheaval  of  a  magni- 
tude not  seen  before. 

Can  there  be  a  more  compelling 
list  of  events  held  responsible,  singly 
and  collectively,  for  the  worst  bear 
market  in  over  a  generation? 

Yet,  while  I  recognize  that  all  these 
problems  have  been  depressive  fac- 
tors, the  basic  origin  of  the  most  re- 
cert  bear  market  is  the  simple  fact 
that  stock  prices  were  much  too 
high.  Such  extreme  and,  in  many 
instances,  insane  overvaluations  as 
were  seen  in  the  late  Sixties  in  spec- 
ulative stocks,  and  a  few  years  later 
in  the  prime-quality  group,  had  to 
be  corrected,  regardless  of  outside 
events. 

Stocks  were  split  and  split  again. 
Very  few  people  bothered  to  multi- 
ply the  number  of  shares  by  the  price 
of  the  stock,  a  simple  procedure  sug- 
gested many  times  over  the  years  in 
this  column.  If  the  result  doesn't  make 


sense,  the  stock  is  overvalued  ipso 
facto.  At  its  peak  IBM  was  valued 
at  a  staggering  $53  billion;  Polaroid 
at  nearly  $5  billion,  or  almost  nine 
times  1973  sales.  Little  Levitz,  which 
has  yet  to  pay  its  first  dividend,  was 
pushed  up  to  over  a  billion,  sporting 
a  P/E  of  84.  And  don't  forget  such 
complete  disasters  as  National  Stu- 
dent Marketing,  Four  Seasons  Nurs- 
ing Centers  and  many  others. 

No  further  examples  are  needed 
to  prove  that  this  was  a  crazy  era. 
The  excesses  were  just  as  bad  as  those 
that  preceded  the  1929  crash.  The 
day  of  reckoning  would  have  come 
even  if  there  had  been  no  Vietnam, 
no  Watergate,  no  oil  blackmail,  no  in- 
flation and  no  monetary  turmoil.  In 
brief,  this  bear  market  is,  or  was, 
perfectly  "normal."  The  extraneous 
factors  may  have  aggravated  it,  but 
they  did  not  cause  it.  And  now  the 
market's  recovery  is  attributed  to  the 
decline  in  money  rates  which  may  or 
may  not  be  the  real  reason. 

Bear  Market  Excesses 

Just  as  a  bull  market  produces  gro- 
tesque overvaluations,  the  reverse  is 
true  in  bear  markets.  Hundreds  of 
stocks  have  been  and  are  still  selling  at 
prices  that  don't  seem  to  make  sense 
to  the  investor,  to  the  securities  ana- 
lyst and,  last  but  not  least,  to  cor- 
porate managements.  They  simply 
cannot  understand  the  low  evaluation 
that  Wall  Street  places  on  their  com- 
panies, which  they  know  are  sound 
and  capable  of  surviving  just  about 
any  adversity  that  might  confront 
them.  That  is  the  reason  why  so  many 
corporations  are  buying  in  their  own 
stock  or  making  tender  offers  for  it. 

I  do  not  know  when  this  bear  mar- 
ket will  end  or  where  the  bottom  will 
be.  It  is  possible,  but  not  certain,  that 
we  may  have  seen  it  last  month.  How- 
ever, in  any  event,  I  am  quite  con- 
fident that  the  end  will  come  long  be- 
fore the  many  problems  which  plague 
us  today  have  been  resolved.  This 
country's  economy  is  in  a  recession, 
regardless  of  what  the  President  says. 
Usually  the  stock  market  turns  around 
well  before  a  recession  bottoms  out. 
Inflation,  hopefully,  will  ease  somewhat 
by  1975,  but  it  will  remain  a  prob- 
lem that  will  be  with  us  for  many 
more  years.  The  same  goes  for  the  ener- 
gy crisis,  that  euphemistic  term  for 
OPEC's  extortionary  policy.  The  ex- 
tremely serious  monetary  situation  is 
likely  to  get  worse  rather  than  better. 
Yet,  as  I  do  not  believe  that  our  world 
is  heading  for  an  inevitable  cata- 
clysm, it  is  my  expectation  that  this 
bear  market  will  end  as  all  other  bear 
markets  have  ended— at  the  moment 
of  deepest  gloom,  and  the  gloom  was 
very  deep  a  month  ago.  ■ 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  ihc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Oepl.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 


Address. 
City 


.State. 


Zip  Code. 


The  American  Road 
Dearborn,  Michigan  48121 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  y2  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  ft  GAS  LEASES,  INC. 

Geological  ft  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


DIVIDEND 
NOTICE 

Ford  Motor  Company,  on 
October  10,  1974,  de- 
clared a  fourth  quarter 
dividend  of  80  cents  a 
share  on  the  Company's 
outstanding  stock,  payable 
December  2,  1974,  to 
stockholders  of  record  at 
the  close  of  business  on 
October  31,  1974. 


Technician's  Perspective 


The  Hoarders 


By  John  W.  Schulz 


Last  month,  while  the  Dow  was 
plunging  briefly  through  600,  the 
financial  press  picked  up  word  that  a 
lot  of  selling  was  coming  from  fire- 
&-casualty  insurance  companies  seek- 
ing to  protect  their  premium-to-sur- 
plus ratios.  Forbes'  last  issue  carried 
a  timely  and  enlightening  back- 
ground article  on  this  subject  (p.  83). 
The  story  spread  like  wildfire  and  no 
doubt  added  to  the  sense  of  doom 
that  had  gripped  the  market. 

As  far  as  I  could  determine,  sell- 
ing pressures  from  this  source  seemed 
to  have  subsided  somewhat  by  the 
time  the  news  got  into  print.  So  it 
may  have  been  one  of  those  hair-curl- 
ing stories  that  typically  circulate 
when  a  bear  market  is  about  to  stage 
a  "surprisingly"  convincing  effort  to 
turn  around.  In  a  broader  sense, 
they  underscore  the  point  I  was  try- 
ing to  make  in  the  preceding  column: 
that  the  sequel  to  this  bear  market 
will  likely  be  a  new  ballgame  with 
different  rules. 

These  rules  will  probably  take  a 
long  time  to  jell,  and  in  the  mean- 
time there  is  apt  to  be  a  lot  of  con- 
fusion and  uncertainty.  For  the  tech- 
nical analysts,  there  are  new  bench- 
marks whose  usefulness  is  untested, 
while  long-established  benchmarks 
have  been  called  into  question. 

The  Federal  Reserve's  flow-of-funds 
tables  show  that  the  last  time  fire-&- 
casualty  insurance  companies  were 
net  sellers  of  portfolio  stockholdings 
was  in  1946  (earlier  data  unavail- 
able), when  such  sales  totaled  what 
today  would  be  a  paltry  $46  million. 
In  that  year,  overall  institutional  net 
stock  buying  amounted  to  $338  mil- 
lion, while  noninstitutional  investors 
bought,  on  balance,  $837  million 
worth  of  stock.  During  the  first  half 
of  1974,  these  insurance  companies 
accounted  for  net  stock  buying  at  a 
$2-billion  annual  rate,  or  about  one- 
sixth  of  total  institutional  net  stock 
purchases,  while  noninstitutional  in- 
vestors sold  stock,  on  balance,  at  a 
$3.8-billion  annual  rate. 

At  this  time  there  is  no  statisti- 
cal evidence  that  the  fire-&-casualty 
companies,  collectively,  have  sold 
more  stock  than  they  bought  (except 

Mr.  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.   Inc. 


perhaps  briefly)  since  mid-year.  But, 
obviously,  a  sharp  drop  in  net  stock 
buying  on  this  sector  could  make  a 
significant  dent  in  the  total  of  all  in- 
stitutional net  purchases.  It  is  also 
true  that  these  insurers  accounted  for 
less  than  6%  of  all  institutional  stock- 
holdings as  of  yearend  1973;  but  even 
after  this  year's  price  collapse,  they 
probably  still  held  at  least  some  $10 
billion  worth  of  stocks,  a  potential 
source  of  supply  of  considerable  mag- 
nitude that  no  one  has  had  to  reckon 
with  for  almost  30  years.  Worse,  re- 
cent liquidation  on  this  sector  had 
overtones  of  panic  or  forced  selling, 
and  there  seems  to  be  no  way  cither 
of  telling  how  much  more  of  it  may 
yet  be  done  or  of  quantifying  its  po- 
tential further  impact  on  the  overall 
price  movement.  So  here  we  have  a 
new  element  of  uncertainty  in  the 
market's  overall  supply/ demand  rela- 
tionships, and  of  course  no  prece- 
dents for  dealing  with  it. 

Bargain  Hunters 

On  the  other  hand,  the  problem  is 
probably  not  as  serious  as  it  might 
seem.  Other  institutional  investor 
groups  are  known  to  hold  extraordi- 
narily large  reserves  of  latent  buying 
power.  The  mutual  funds  alone,  for 
example,  reported  cash  and  equiva- 
lents aggregating  almost  $5  billion  as 
of  the  end  of  August,  equal  to  a  rec- 
ord 14%  of  total  net  assets.  Possibly 
as  much  as  $2.5  billion  of  this  re- 
serve could  be  available  for  new  stock 
purchases,  especially  under  conditions 
of  falling  short-term  interest  rates  and 
diminishing   inflationary   expectations. 

Bank-managed  pension  and  profit- 
sharing  trusts  presumably  have  been 
hoarding  buying  power,  too;  if,  as  I 
suspect,  they  eventually  go  bargain 
hunting  more  for  battered  low-multi- 
ple blue  chips  than  for  depressed  ma- 
jor growth-stock  favorites  (with  which 
they  are  still  amply  supplied),  the) 
could  easily  absorb  all  the  stock  thai 
fire-&-casualty  insurers  might  have  foi 
sale.  And,  though  no  one  can  see  jnst 
now  why  "the  public"  should  ever  gel 
back  into  the  market,  don't  forget 
that  odd-lotters  have  often  tinned  on! 
to  be  successful  bargain  buyers  and 
that,  collectively,  they  can  be  a 
nificant  market  factor.   ■ 
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Stock  Trends 


Earnings  Down; 
Multiples  Up 

By  Myron  Simons 


President  Ford's  economic  game 
plan  was  greeted  with  coolness  by  all 
of  those  who  expected  a  more  dra- 
matic fight  against  inflation.  The 
stock  market  disagreed  and  staged 
the  biggest  one-week  advance  in  his- 
tory. Just  to  show  how  perverse  it 
can  be,  the  market  greeted  the  Nixon 
resignation,  which  was  expected  to 
be  wildly  bullish,  with  one  of  the 
nastiest  declines  it's  ever  had. 

I  suppose  that  August  and  Sep- 
tember of  1974  will  ultimately  be 
known  as  the  time  when  pension 
funds  and  insurance  companies  acted 
like  the  public  used  to  when  it  was 
swamped  with  margin  calls:  They 
panicked.  At  such  times  nobody  wor- 
ries about  the  value  of  stocks.  The 
idea  is  to  raise  cash  in  a  hurry.  The 
new  pension  fund  reform  bill  pushed 
a  lot  of  money  managers  out  of  stocks 
into  the  short-term  money  market  be- 
cause of  the  sudden  fear  that  com- 
panies might  have  to  make  up  some 
losses  if  things  didn't  improve.  Some 
insurance  companies  had  to  sell  to 
raise  cash  to  meet  their  current  under- 
writing needs.  But  while  this  dump- 
ing was  going  on,  the  fundamentals 
for  stocks  were  actually  improving. 

Two-and-a-half  months  ago  we 
had  four  major  problems.  Three  of 
them  are  now  solved,  and  the  fourth 
seems  in  better  shape  than  it  has 
been  in  a  long  time.  First,  we  have  a 
new  President  and  a  stable  govern- 
ment instead  of  one  of  the  most 
frightening  messes  in  America's  his- 
tory. Second,  interest  rates  no  longer 
look  like  the  sky's  the  limit;  instead, 
they  are  coming  down  rather  rapidly. 
Third,  the  rate  of  inflation  no  longer 
seems  to  be  running  wild.  Sure,  it's 
not  going  to  go  down  in  a  hurry. 
But  the  thing  that  spooked  the  stock 
market  was  not  so  much  the  level  of 
inflation  as  its  rate  of  increase.  Our 
big  remaining  problem  is  the  oil  and 
energy  situation,  and  the  recycling 
of  petrodollars  from  short-term  de- 
posits at  a  handful  of  money  center 
banks  into  long-term  investments  that 
can  allow  for  a  proper  recycling  job. 
Now  that  countries  are  beginning  to 
talk  frankly,  that  problem  too  will 
probably  lessen. 

Mr.  Simons,  a  guest  columnist,  is  director  of  re- 
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Looking  to  the  future,  the  main 
reason  for  us  to  get  bullish  is  that 
the  new  policy  of  the  Ford  Adminis- 
tration leans  more  toward  fighting  re- 
cession than  toward  fighting  inflation. 
Now,  recession  fighting  is  old,  familiar 
territory.  It  generally  starts  in  bear 
markets  and  has  been  the  breeding 
ground  for  the  best  bull  markets 
we've  ever  had.  The  fight  against  in- 
flation, on  the  other  hand,  has  given 
us  all  of  the  bear  markets  of  the 
Sixties  and  Seventies.  That's  because 
the  tools  it  uses  have  unpredictable 
results.  So,  when  the  shift  from  infla- 
tion fighting  to  recession  fighting  oc- 
curs, we  can  all  heave  a  sigh  of  re- 
lief. Sure,  the  recession  is  deepening, 
and  corporate  earnings  will  go  down 
for  the  next  couple  of  quarters.  But 
that's  when  price/ earnings  multiples 
go  up,  and  their  impact  is  far  great- 
er than  that  of  earnings. 

Areas  Of  Interest 

There  are  a  number  of  areas  for 
attractive  investment  now.  But  the 
most  interesting  are  in  those  fields 
that  will  serve  the  most  pressing 
needs  of  our  society.  A  new  energy 
program  is  needed,  and  that  should 
make  stocks  like  Fittston  (32)  and 
Cities  Service  (42)  more  attractive. 
Increased  food  supplies  are  needed, 
and  fertilizer  companies  like  Interna- 
tional Minerals  6-  Chemical  (46) 
and  tractor  manufacturers  like  Deere 
(36)  should  find  their  products  in 
heavy  demand. 

There's  one  important  change  that 
may  be  the  most  important  reason 
for  feeling  a  new  optimism  about  the 
market:  Washington  is  finally  get- 
ting concerned  about  the  fact  that 
we  may  wind  up  with  our  industry 
functioning  on  debt  instead  of  equity 
unless  we  do  something  about  it.  We 
have  built  our  economy  by  making 
wide  ownership  of  common  stocks 
easy  and  attractive.  That's  what's  im- 
portant about  the  stock  market.  May- 
be it  took  the  disastrous  market  cli- 
mate of  late  September  to  make  our 
public  officials  realize  that  help  is 
needed.  What's  shaping  up  is  a  com- 
bination of  a  fight  against  recession 
and  concern  about  the  equity  market. 
It's  a  one-two  punch  that  should  give 
us  a  good-sized  bull  market.   ■ 
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93rd  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  Septem- 
ber 26,  1974,  declared  a  quarterly 
dividend  of  50«  per  share  on  the 
Common  Stock,  payable  November  1, 
1974,  to  shareowners  of  record  Oct- 
ober 11,  1974  GEORGE  PASCALE 
Vice  President-Secretary 
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The  Market  Outlook 

A  Return  To  Basics 

By  Sidney  B.  Lurie 


I  freely  admit  to  looking  back  on 
the  past  nine  months  with  some  egg 
on  my  face.  The  plain  fact  is  that 
there  are  no  heroes  in  a  period  that 
represents  the  worst  accumulation  of 
problems  the  security  buyer  has  ever 
known.  Nevertheless  I  have  believed 
in  the  eventual  turnabout  and  the 
market  appears  to  be  headed  that 
way.  Granted  that  a  period  may  he 
ahead  in  which  confidence  in  the  sur- 
vival of  the  capitalistic  world  has  to 
be  reestablished,  this  is  a  good  time  to 
be  less,  rather  than  more,  concerned. 

While  we  face  a  lower  level  of 
stock  demand  from  the  two  heretofore 
principal  buyers  of  equities,  pension 
funds  and  mutual  funds,  it  will  be  a 
better  balanced  and  more  solid  source 
of  demand.  The  pension  fund  man- 
agers, who  were  the  go-go  investors  of 
the  Seventies,  have  learned  that 
there's  no  such  animal  as  a  two-tier 
stock  market.  I  think  the  new  pension 
fund  legislation  and  the  disastrous 
experience  of  the  last  two  years  are 
resulting  in  a  more  refined  investment 
atmosphere.  I  also  submit  that  the 
180-degree  change  in  professional 
buying  attitudes— with  the  emphasis 
now  on  high-yielding,  short-term  in- 
struments—ultimately could  be  as  fal- 
lacious as  the  1968  talk  about  stocks 
being  the  only  inflation  hedge.  If  there 
is  one  common  denominator  today,  it's 
that  everyone  will  go  "first  class"  in 
terms  of  issue  preferences. 

It's  very  easy  to  take  the  position 
that  the  forces  unleashed  in  the  past 
year  (and  accumulated  over  the  last 
ten)  could  result  in  depression,  politi- 
cal upheavals— and  any  number  of 
other  economic  horrors.  But  even  if 
these  are  the  Sober  Seventies  rather 
than  the  Soaring  Sixties  (they're  Ci 
tainly  not  the  Fabulous  Fifties)  you 
have  only  one  question  to  answer:  Is 
our  system  going  to  survive?  I  think  it 
will,  if  only  because  America  and  the 
Free  World  are  committed  to  staying 
in  business.  But  it  ain't  going  to  be 
easy  on  the  nerves. 

The  broadly  constructive  premise 
I'm  trying  to  develop  is  with  full  rec- 
ognition of  the  prospect  of  a  sluggish 
or  dull  economy  over  the  next  six  to 
nine  months.   But  a  recessionary  pe- 

Mr.  Lurie  is  ■  partner  in  the  New  York  Stock 
Exchange  firm  of  Joiephthal  &   Co. 


riod  doesn't  distress  me,  inasmuch  as 
the  market  doesn't  require  a  buoyant 
economy  for  strength.  The  Dow  rose 
almost  13%  in  1970  even  though  cor- 
porate profits  declined  10%. 

Trading  Opportunities 

I  have  been  negative  on  growth 
stocks,  as  such,  since  the  second  quar- 
ter of  1973.  And  I  have  consistently 
emphasized  the  far  better  prospects 
of  the  "new  look"  industries.  While 
I  now  believe  that  the  previously  ab- 
surd disparity  in  valuations  has  been 
corrected,  this  doesn't  mean  a  renew- 
al of  the  two-tier  market.  This  is  a 
new  investment  environment,  which 
is  featuring  a  return  to  basics.  And 
I  suspect  that  client  and  legislative 
pressures  will  lead  to  a  broader  issue 
approach.  Then,  too,  a  number  of 
last  year's  "nifty  50"  have  fallen  on 
hard  times  of  their  own.  Thus,  I  be- 
lieve that  growth  stocks,  as  such,  will 
lag  in  the  coming  bull  market— as  was 
the  case  after  1962.  But  the  enormous 
price  destruction  and  the  fact  that 
these  stocks  have  residual  values  as 
going  companies  can  bring  about  at 
least  temporary  trading  opportunities. 

In  a  luxury  business  which  nor- 
mally obtains  over  one-third  of  annual 
sales  and  over  40%  of  annual  earnings 
in  the  fourth  quarter,  earnings  pre- 
dictions obviously  are  difficult,  pan 
ticularly  when  the  year  thus  far  has 
seen  margins  pinched  by  higher 
costs,  and  sales  (although  up  in  dol- 
lars) have  been  relatively  sluggish. 
All  this  applies  to  Avon  Products 
(around  24),  whose  third  quarter 
(like  the  first  two)  probably  won't 
make  particularly  good  reading.  But 
the  stock  is  selling  for  about  11  times 
this  year's  estimated  $2  pec  shard 
earnings,  U,  over  60  times  in  H)72 
and  1973.  Any  easing  of  inflationary 
trends  throughout  the  world  would 
have  a  direct  bearing  on  the  Compaq 
ny's  profit  potential  in  1975.  Tins  | 
important,  as  is  the  fad  that  the  his- 
tory of  the  business  Indicates  that  r  - 
cessions  have  not  prevented  sales 
growth.  While  I  doubt  that  the  stork 
will  again  command  a  huge  earnings 
multiple,  Avon  is  financialh  ttrOQfl 
and  it  could  be  interesting,  since  the 
disillusionment  (and  the  problems) 
may  already  be  in  the  price,  ■ 
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(Continued  from  page  6) 
Clink-Clank,  Anyone? 

With  the  growing  number  of  mak- 
ers and  users  of  industrial  robots,  a 
new  trade  association  has  emerged— 
the  Robot  Institute  of  America.  RIA 
membership  will  be  open  to  any  com- 
pany or  individual  interested  in  the 
development  and  utilization  of  robot 
technology.  At  present,  robots  are 
used  primarily  wherever  extreme  heat 
or  hazardous  operations  pose  dan- 
gers to  humans,  and  in  less  hazard- 
ous occupations  where  job  boredom  is 
so  pronounced  as  to  be  a  problem. 

Head-Hunters'  Progress 

It  hardly  seemed  surprising  when 
a  new  survey  found  that  low-perform- 
ing companies  seek  their  presidents 
from  the  outside  more  frequently  than 
do  high-performing  ones,  37%  of  the 
low-performing  companies'  presidents 
having  been  recruited.  What  is  sur- 
prising is  how  narrow  the  gap  was 
between  the  two  groups  of  companies: 
Nearly  30%  of  the  high  performers 
also  went  outside  for  their  top  men. 

New  Copper  From  Old 

A  small  Connecticut  company  be- 
lieves it  has  solved  some  of  the  major 
problems  of  reclaiming  valuable  metal 
wastes  without  polluting  water  or  air, 
problems  that  have  been  especially 
troublesome  for  the  copper-reclaim- 
ing industry.  The  traditional  methods 
of  recovering  copper  from  insulated 
wire  scrap— stripping,  burning  or 
leaching— often  violate  increasingly 
stiff  environmental  laws.  The  new  ap- 
proach employs  a  special  furnace  that 
burns  the  insulation  in  a  controlled 
atmosphere,  then  uses  the  resulting 
heat  for  afterburning— the  process 
that  removes  pollutant  particles  from 
the  exhaust  gas. 

Electric  Future 

Though  many  of  the  nation's  elec- 
tric utilities  are  paring  their  capital 
budgets  these  days,  the  joint  result  of 
high  money  vcosts  and  flattening  con- 
sumer demand  for  electricity,  electric 
utility  executives  still  feel  that  the  fu- 
ture belongs  to  them.  Said  Middle 
South  Utilities  President  Floyd  W. 
Lewis  in  a  recent  speech  to  analysts: 
"Whereas  energy  in  the  form  of  elec- 
tricity accounts  for  about  27%  of  to- 
tal energy  in  eur  country  today,  pro- 
jections, which  we  feel  are  reason- 
able, indicate  that  the  percentage 
of  total  energy  which  will  be  convert- 
ed to  electricity  .  .  .  could  grow  to 
as  much  as  75%  by  the  end  of  the 
century."  ■ 
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Forecast  for  1975,   mail  this  coupon. 


<S> 


babson's 
reports  inc. 


Please  send  my  6-week  trial  plus  Forecast  for  1975. 
$5  enclosed.  Dept.  F-579 

Name 


Street  &  No. 


State 


Wellesley  Hills,  Mass.  02181     city 

FOUNDED  IN  1904  BY  ROGER  W.  BABSON      This  subscription  will  not  be  assigned. 


Zip 


Hey,  J.  waiter  Thompson 


Among  the  largest  companies  on 
your  client  list  (or  their  parent 
companies),  over  twice  as  many 
corporate  officers  read  FORBES 
regularly  as  read  U.S.  NEWS  & 
WORLD  REPORT. 


Source:  Erdos  and  Morgan,  Inc.  1/72. 
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Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 

magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 

Please  send  me Forbes  Slip  Cases. 

My  check  for is  enclosed. 

Prices:  $4.25  each,  3  for  $12,  6  for 
$22.  (Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name 


(please  print) 


Address. 
City 


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


Readers  Say 


(Continued  from  page  8) 
who  was  with  the  Lord,  the  rich  man 
probably  joked  about  Hell  until  he 
got  there. 

—Lynn  F.  Johnston 
Duncansville,  Pa. 

The  Most  For  Your  Money 

Sir:  Amen  to  your  thoughts  «on 
getting  the  most  "bang  for  your  charit- 
able buck"  (Fact  6-  Comment,  Sept. 
I).  As  chairman  of  The  Salvation 
Army  Public  Relations  Committee,  it 
is  my  pleasure  to  point  out  that  our 
percentage  for  fund  raising  overhead, 
salaries,  etc.,  varies  between  5%-6%. 

—Thomas  H.  Lane 

Senior  Vice  President, 

J.  Walter  Thompson  Co. 

New  York,  N.Y. 

Sir:  No  one  should  have  to  de- 
pend on  charity.  Every  man,  woman 
and  child  should  have  the  right  to 
whatever  medical  care  is  available. 
There  is  no  need  for  charity  in  En- 
gland and  Sweden. 

—Ellen  Komarek 
Lake  Ronkonkoma,  N.Y. 

Important  Patent 

Sir:   Your  article  on  Eastman  Ko- 
dak   (Sept.   15)    refers  to  the  litiga- 
tion on  the  Goodwin  patent  on  flexible 
film.  The  payment  by  Eastman  Kodak 
of  $5  million  (not  $3  million)  for  pa- 
tent infringement  was  made  to  a  GAF 
predecessor  company.  As  regards  the 
invention,  I  quote  from  the  historian 
Robert  Taft:  "The  filing  of  Goodwin's 
patent,  which  eventually  turned  out  to 
be  the  basic  patent  of  the  film  indus- 
try, was  therefore  an  important  mile- 
stone in  photographic  history.  ...  it  is 
the  most  important  legal  controversy 
in  the  whole  history  of  photography." 
—Raymond  J.  Wilcox 
Group  Vice  President, 
GAF  Corp. 
New  York,  N.Y. 

Against,  Not  For 

Sir:  A  reference  to  me  in  an  article 
on  tax  havens  (Oct.  15)  implies  that 
I  support  tax  "loopholes"  currently 
favoring  foreign  trusts.  I  do  not.  In- 
deed, I  have  long  urged  that  tax  rules 
that  favor  foreign  trusts  over  domestic 
trusts  should  be  changed. 

—Harvey  P.  Dale 

Schaeffer,  Dale,  Vogel  &  Tavrow 

New  York,  N.Y. 

They  Never  Forget 

Sir:  After  the  assassination  of  Pres- 
ident Kennedy,  Sears  took  out  full- 
page  ads  attacking  gun  owners.  Could 
it  be  that  part  of  the  heat  on  Sears 


(Oct.  1)  comes  from  some  of  us  75 
million  to  100  million  gun  owners  and 
hunters  who  still  remember  Sears'  un- 
warranted insult  and  would  never  buy 
anything  there  again? 

-B.C.  Fain 
Beverly  Hills,  Calif.' 

Fresh  Approach 

Sir:  Re  the  editorial  comment  about 
the  advertisement,  "At  last.  A  carpet 
for  bad  dogs"  (Sept.  15).  This  is  typ- 
ical of  the  quality-oriented  methods 
used  by  Einstein  Moomjy,  a  six-unit 
New  Jersey  carpet  store.  In  a  time 
when  the  "sale"  ad  seems  to  be  the 
norm,  it  is  not  always  easy  to  develop 
a  fresh  new  approach  to  selling.  This 
is  why  I  think  it  is  important  that 
Einstein  Moomjy  and  its  agency, 
Baron,  Costello  &  Fine,  get  the  ap- 
plause they  earned. 

—Daniel  R.  Kressler 

Manager,  Custom  Carpet, 

Monsanto  Textiles  Co. 

New  York,  N.Y. 

Not  Fannie  Mae 

Sir:    Re  "A  Bond  Primer"    (Sept. 
15).  Most  federal  agency  obligations 
are  exempt  from  state  and  local  in- 
come   taxes,    but    Federal    National 
Mortgage  Association,  which  is  a  pub- 
licly owned  corporation,  is  not.  You 
cite  "the  huge  Citibank  issue"  as  an 
example  of  floating-rate  bank  notes. 
This  issue  was  Citicorp,  not  Citibank. 
—Jules  P.  Goldsmith 
G.H.  Walker,  Laird  Inc. 
Providence,  R.I. 

At  Cost 

Sir:  In  your  article  on  the  surplus 
position  of  fire  &  casualty  insurance 
companies  (Oct.  15),  you  state  that 
The  Home  Insurance  Co.  carries  its 
investments  in  stocks  at  cost.  The 
Home  carries  its  stocks  at  market  val- 
ue as  is  required  by  the  Committee 
on  Evaluations  of  the  National  Asso- 
ciation of  Insurance  Commissioners. 

—Robert  H.  Tullis  Jr. 

President, 

The  Home  Insurance  Co. 

New  York,  NY. 

Ballooning  Criticism 

Sir:  Re  your  remarks  on  President 
Ford's  pardon  (Fact  ir  Comment,  Oct, 
1).  Asinine.  Go  out  and  play  with 
your  balloon. 

-William  N.  Robbi 
Sarasota.  Fla.j 

Snr.  In  "Me  'N  Henry  Got  Th< 
WW  II  Job  Done"  (Fact  ir  Comment 
Oct.  1)  we  finally  learned  where  1 1 1 « 
hot  air  comes  from  that  you  UM  b 
your  big  balloon. 

—Donald  R.  Zimmebn 

Pittsfleld  II! 
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Associates 


OLD  GRANDDAD 

DISTILLERY  CO 40 

Agency:  Young  &  Rubicam 
International  Inc. 
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REA  EXPRESS,  INC 45 
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BEMIS    COMPANY    INC 
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CANTON    COMPANY    60 

Agency:   Waltjen  Associates,  Inc. 


CAPITAL   FINANCIAL   SERVICES    92 

Agency:   Stackig,  Sanderson  & 
White,  Inc. 


□  THE  CECO  CORPORATION     32 

Agency:   Fensholt  Incorporated 


CHEMICAL  BANK     Back  Cover 

Agency:    Benton  &  Bowles,  Inc. 


CHRYSLER    MOTORS   CORPORATION 
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NEW  YORKER    48-49 

Agency:    Young  &  Rubicam 
International  Inc. 


CRANE    CO 79 

Agency:    Doremus  &  Company 


DIAMOND  INTERNATIONAL 

CORPORATION      92 

Agency:    Henderson  &  Roll,  Inc. 
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INDUSTRY   &  TRADE   DIVISION     47 

Agency:   Gerald  Rafshoon  Advertising, 
Inc. 
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_    MACHINES  CORPORATION 

GENERAL  SYSTEMS  DIVISION  54-55 

Agency:   Geer,  DuBois  Inc. 
Advertising 


D    JS&A   NATIONAL  SALES  GROUP    5 

Agency:  JS&A  Advertising 


JOHNS    ISLAND     42 

Agency:    Folke  B.  Lidbeck  &  Co.,  Inc. 


MARINE    MIDLAND    BANK    16 

Agency:   Grey  Advertising  Inc. 


SOUTHERN    PACIFIC 
TRANSPORTATION    COMPANY    .  . 

Agency:    Foote,  Cone  &  Belding 


34-35 


SPORTS    ILLUSTRATED     82 

Agency:   Young  &  Rubicam 
International  Inc. 


TV   GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,  Inc. 

Agency:    N.  W.  Ayer  &  Son,  Inc. 


53 


D    UOP     62-63 

Agency:   Campbell-Mithun,  Inc. 


THE  VALUE   LINE 

INVESTMENT    SURVEY     72-73 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


*   VIRGINIA   DIVISION   OF 

INDUSTRIAL    DEVELOPMENT     42 

Agency:   Webb  &  Athey,  Inc. 

O   THE  WARNER  &  SWASEY  COMPANY  1 

Agency:   The  Griswold-Eshleman 
Company 


D   THE  MASSILLON   PLAQUE  CO 52  □   WESTERN    UNION 


Agency:   Frease  &  Shorr  Advertising 


METROPOLITAN  LIFE 

INSURANCE    COMPANY     75 

Agency:   Young  &  Rubicam 
International  Inc. 


MEXLETTER       

Agency:    McCann  Erickson-Stanton, 
S.A.  de  C.V. 


91 


TELEGRAPH    COMPANY     2 

Agency:    Ries  Cappiello  Colwell,  Inc. 

WESTINGHOUSE  ELECTRIC 
CORPORATION       58-59 

Agency:    Ketchum,  MacLeod  &  Grove 
Inc. 


WHITE    MOTOR    CORPORATION      10 

Agency:   Thomas  Murray  and  Austin 
Chaney  Advertising 


MOBIL  OIL  CORPORATION  1415  D  THE   WILLIAMS    COMPANIES  50 


Agency:    Doyle  Dane  Bernbach  Inc 

#    NATIONAL    STEEL   CORPORATION  77 

Agency:   Campbell-Ewald  Company 

D  NORTH   AMERICAN 

ROYALTIES,   INC 6 

Agency:    Power  and  Condon  Advertising 


Agency:    Hood,  Hope  &  Associates, 
Inc. 


MAX  M.  WILSON    52 

Agency:   Chaparral  Advertising  Agency 

D  YOUNG   RADIATOR  COMPANY     6 

Agency:   Bozell  &  Jacobs,  Inc. 
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on  the 


T~L  L  un  ine 

I  nOUgntS  . . .  Business  of  Life 


Bad  officials  are  elected  by 
good  citizens  who  do  not  vote. 
George  Jean  Nathan 


The  life  of  sense  begins 
by  assuming  that  we  oan  only 
fitfully  live  the  life  of  reason. 
Louis  Kronenberger 


The  hinge  of  the  future  is  on  the 
door  of  the  present.  Keep  men  of 
honor  and  integrity  in  places  of  trust 
and  you  will  not  fear  the  future. 
Martin  DeVries 


The  essence  of  true  friendship 
is  to  make  allowances 
for  one  another's  little  lapses. 
David  Storey 


Many  times  a  day  I  realize 

how  my  own  outer  and  inner  life 

is  built  upon  the  labors  of 

my  fellow  men,  both  living  and  dead, 

and  how  earnestly  I  must  exert 

myself  in  return 

as  much  as  I  have  received. 

Ai  bert  Einstein 


The  qualifications 
of  self-government  in  society 
are  not  innate.  They  are  the 
result  of  habit  and  long  training, 
and  for  these  they  will  require 
time  and  probably  much  suffering. 
Thomas  Jefferson 


Peace,  if  it  ever  exists, 

will  not  be  based  on  the  fear  of  war 

but  on  the  love  of  peace. 

Herman  Wouk 


Let  us  pray  to  be  so  guided 

that  we  shall  foster  the  brotherhood 

of  man  and  thus  contribute 

to  ushering  in  the  Kingdom  of  Heaven 

on  earth  for  the  enjoyment 

of  our  children  and  our  children  s 

children  and  the  children 

of  the  whole  human  race. 

B.C.  Forbes 


If  we  would  understand  others, 
we  must  first  understand  ourselves. 
William  Feather 


Some  politicians  leave  pussyfoot 
prints  on  the  sands  of  time. 
Arnold  Glasow 


One  blames  politicians,  not 

for  inconsistency  but  for  obstinacy. 

They  are  the  interpreters, 

not  the  masters,  of  our  fate. 

It  is  their  job,  in  fact, 

to  register  the  fait  accompli. 

John  Maynard  Keynes 


The  biggest  gap  in  the  world 
is  the  gap  between  the  justice 
of  a  cause  and  the  motives 
of  the  people  pushing  it. 
John  P.  Grier 


They're  only  truly  great 
who  are  truly  good. 
George  Chapman 


Every  time  we  have  an  election, 
we  get  in  worse  men  and  the 
country  keeps  right  on  going. 
Times  have  proven  only  one  thing 
and  that  is  you  can't  ruin  this 
country  even  with  politics. 
Will  Rogers 


When  I'm  not  thank'd  at  all, 
I'm  thank'd  enough.  I've  done 
my  duty,  and  I've  done  no  more. 
Henrv  Fielding 


In  a  life  well  lived,  each 
succeeding  day  becomes  better 
than  the  last.  Each  day,  each  year, 
each  experience  does  not  stand  alone; 
it  cannot  be  separated 
from  what  has  happened  before 
or  what  may  happen  after. 
Yesterday  determines  today,  and 
today  helps  determine  tomorrow. 
[ohn  Homer  Miller 


God's  tomorrow  will  be  better  than 
any  yesterday  you  have  ever  known. 
Thomas  A.  Carruth 


I  refuse  to  accept  the  idea  that 
the  "isness"  of  man's  present  nature 
makes  him  morally  incapable  of 
reaching  up  for  the  "oughtness" 
that  forever  confronts  him. 
Martin  Luther  King  Jr. 


The  task  for  us  now,  if  we  are 
to  survive,  is  to  build  the  earth. 
Teilhard  de  Chardix 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text . . . 


Sent  in  by  Catherine  I.  Pirtle,  Dallas, 
Tex.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


A  man  that  hath  friends  must  slit  ir 
himself  friendly:  and  there  is  a  friend 
that  sticketh  closer  than  a  brother. 
Proverbs  18:24 
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American  Airlines'  New  Boss 


OV  1 1  1974 
LIBRARY  ' 


P. 


f 


v 


■£S 


vj* 


tin  end  awvoNnane 


HC  6584 


• 


I 


shouldn't  have  to  worry  about 
the  tires  on  your  rent-a-car. 


That's  why  Hertz  introduced  54  of  the  toughest  new  standards  in  the 
industry.  4  of  them  help  make  sure  you  have  tires  you  can  count  on. 


Standard  #  14 

rental 

and  tite-changin<i 

ment  Standards  » 

• 

■ 

is  .1  lire  inspection  at 
major  mileagr 


Breakneck  schedules.  Bad  weather.  Trying  to  get 
everything  done.  Trying  to  get  it  done  right.  You've 
already  got  enough  things  to  worry  about  on  a  busi- 
ness trip.  Your  rent-a-car  shouldn't  be  one  of  them. 

That's  why  Hertz  establishedv54  of  the 
toughest  new  standards  in  the  rent-a-Ww  industry 
covering  every  step  it  takes  to  give  you  a  ataan  and 
reliable  car.  Fast.  Every  time.  So  you  carLexpect 

it.and 
a  spare  with  air.  \\A\V  \  \ 

Hertz  has  standards  to  speed  up  your  reser- 
vation. Standards  for  faster  counter  service.  Stand- 


<W^^\^^ 


Your  Hertz  car. 
,  rorry  about. 


ards  for  more  intensive  car  maintenance 
down  to  checking  those  windshield  wipet 
tween  rentals. 

54  tough  new  standards.  You'd  expect 
from  Hertz,  the  worldwide  leader  in  rent-;i 
After  all,  Hertz  created  rent-it-here/leave-it 
express  check-in  and  -1  Club  service. 

54  tough  new  standards. 
Because  on  a  business  -    /     ^ 

trip,  you've  already,—  - 
got  enough  to         -i'. 
worry  about. 

HI  HI.'  \  \  All" 
!HI    I    ■ 
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Concerned  About  Inflation...? 


If  you  are,  read  on! 


Bankers  Security 

LIFE  INSURANCE  SOCIETY 


HOME  OFFICE:  475  PARK   AVENUE  SOUTH,  NEW  YORK,  N.  Y.  10016 


November  15,  1974 
"Mr.  Harold  Hennings 
1001  Reynard  Drive 
Springfield,  Virginia  22152 

Re:    Policy  #046,587 

Dear  Mr.  Hennings: 

We  are  pleased  to  inform  you  that  the  $25, 000  Vanguard  policy  you 
purchased  four  years  ago  is  ^vorth1  $32,096  today!  .   •   ." 


The  above  represents  the  opening  paragraph  of  the  type  ot 
letter  we  continually  send  to  our  Vanguard  policyowners  informing 
them  of  their  plan's  new  face  amount. 

This  life  insurance  policy  offers  a  truly  unique  guarantee:  an 
escalating  face  amount  that  automatically  increases  as  the  Con- 
sumer Price  Index  does!  It  has  a  maximum  increase  over  four 
years  of  25%  with  no  change  in  premium. 

For  example: 

$50,000  coverage  at  age  35  costing  $147.50  a  year  could 
grow  (4  years  from  now)  to  $62,500  for  the  same  $147.50! 

Plus,  the  benefirwill  never  drop  below  the  initial  face  amount. 
Also,  all  renewal  rates  [every  4  years)  are  guaranteed. 


Return  the  coupon  below . . .  because  now,  more  than  ever,  you  need  guaran- 
tees, (available  in  most  states) 


r 


Vanguard 


Name 


Age 


Address 


City 


-State 


V. 


5£|  Bankers  Security  / 

t*~*\     LIFE  INSURANCE  SOCIE?Y  /  £ 


.Zip 


475  Park  Avenue  South 
New  York,  New  York  10016 
Executive  Office:  Washington,  D.C. 


^ 
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Watch  the  34th  Bing  Crosby  Pro-Am  Golf  Tournament  on  ABC-TV, 
January  25-26.  Sponsored  by  the  3M  Company. 


7  200  FREE  COPIES 

MjJmU%J  m  ■mBEBE  ^*%p*Er  ■■MP 

WITH  A  3M  "VQC"  II  COPIER 


[fe're  offering  a  special  "gimme"  deal  with 
:he  purchase  or  12-month  rental  of  the  new 
'VQC"  II  Copier.  We'll  give  you  supplies  for 
7,200  free  copies. 

rhe'VQC"  II  has  a  lotto  give,  too.  Dry  process. 
Mo  warm-up  time.  Just  turn  it  on  and  you  get 
/our  first  copy  in  6  seconds.  Twenty  copies  a 
■ninute.  Copy  on  sheet  or  roll  stock  -  without 


removing  the  roll.  Best  of  all  -  quality  copies 
of  solids,  halftones,  fine  lines,  bound  pages  or 
3-dimensional  objects. 

Call  your  participating  3M  Business  Products 
Center.  See  the  "VQC"  II  perform  and  count 
your  7,200  free  copies.  It's  a  "gimme.*' 

Do  it  now.  This  offer  is  good  for  a  limited  time. 
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A  fleet  buyer  lives  with  his  decision. 


Mercury  Montego  MX  Brougham  with  Custom  Trim  Option,  white  sidewall  tires,  opera  windows  and  Bumper  Protection  Group. 

1 975  Mercury  Montego,  backed  by 

our  Guaranteed  Value  Plan,  is  an 

easy  decision  to  live  with. 


Our  luxurious,  smooth-riding  Montego  has  always  been 
an  excellent  fleet  choice.  And  now,  solid-state  ignition 
that  reduces  routine  maintenance  compared  to  con- 
ventional ignition  systems  and  gas-saving  steel-belted 
radials  are  standard.  That  makes  our  No.  1  fleet  car  last 
year  an  even  easier  decision  for  you  this  year! 

And  mid-size  Montego  is  backed  by  our  unique 
Guaranteed  Value  Plan.  GVP  helps  protect  you,  the 
original  purchaser,  against  losses  from  unexpected 
drops  in  overall  levels  of  used  car  prices.  It  also  predicts 
a  high  market  level  for  eligible  vehicles. 
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guaranteed 
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Plan 
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CougarXR-7  B? 


The  1975  mid-size  Montego,  of 

course,   is   only   one   of   30   great 

Lincoln- Mercury    fleet    models.  ®  s^S^g 

From  luxurious  Continentals  and  gas-stingy  Comets  to 

imported  Capris  and  the  all-new  precision-size  Monarch, 

you'll  find  fleet  decisions  are  easy  at  the  sign  of  the  cat, 

your  Lincoln- Mercury  dealer. 

If  you'd  like  to  know  more  about  our  GVP  and  any  of 
our  30  fleet  models,  write  Lincoln-Mercury  Division, 
Leasing  &  Fleet  Sales,  3000  Schaefer  Road,  Dearborn, 
Michigan  481 21 ,  or  call  (31 3)  322-61 82. 


CONTINENTAL  MARK  IV 


MERCURY  GRAND  MARQUIS 


T  WITH  CUSTOM  0      ION 


MERCURY  COUGAR  XR-7 


MERCURY  MONARCH  GHIA 


Lincoln  Continental  Town  Car  illustrated  with  optional  wheel  covers,  Grand  Marquis  with  optional  radio, 
white  sidewall  tires  and  Bumper  Protection  Group;  Cougar  XR-7  with  optional  dual  racing  mirrors  and 
white  sidewall  tires;  Monarch  Ghia  with  optional  Bumper  Protection  Group. 


LINCOLN-MERCURY  DIVISION 
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MillmasterOnyx 
Corporation: 

Ten  Years  of  Growth 
in  Chemical  Specialties 


■  A  medium-sized,  basic  manufacturer  with  application  market  orientation; 

consisting  of  2,300  experienced  people  who  serve  the  needs  of  over  1 8,000  valued 

customers  with  specialty  chemicals  produced  in  efficient  plants 

and  used  in  an  endless  variety  of  consumer  and  industrial  goods. 

■  In  the  ten-year  span  from  April  1,  1964  to  March  31,  1974,  sales 
and  earnings,  compounded  annually,  increased  21%  and  17%  respectively. 

■  Return  on  equity  was  15.7%  during  fiscal  1974. 

■  Results  for  the  first  six  months  and  the  first  quarter,  fiscal  1975, 
compared  to  the  corresponding  periods  of  fiscal  1974: 


Six  Months  Ended  September  30 
1974                          1973 

Three  Months  Ended  September  30 
1974                          1973 

Sales 

$79,705,000 

$54,539,000 

$40,027,000 

$27,663,000 

Income  Before  Income  Taxes 

9,320,000 

4,047,000 

4,618,000 

1,814,000 

Income  Taxes 

4,671,000 

1,983,000 

2,318,000 

853,000 

Earnings 

4,649,000 

2,064,000 

2,300,000 

961,000 

Earnings  per  Share 

1.53 

.68 

.76 

.32 

■  Should  you  want  to  know  more  about  us  and  our  sustained  growth  and 
profitability,  our  most  recent  Annual  and  Interim  Reports,  as  well  as  product 
catalogues,  are  available  on  request.  Please  write: 


MILLMASTER  ONYX  CORPORATION 

99  Park  Avenue/New  York,  N.Y.  10016 
American  Stock  Exchange  Symbol:  MOX 


'One  outstanding  fact  about 

future  energy:  it  is  going  to  be 

expensive  whether  foreign  or 


mestic.  So  however  we  plan  to 
use  it- driving  in  the  country, 
drying  crops,operating  our  plants 
and  factories,  or  whatever- 
we  had  better  keep  that  one  fact 
in  mind.  Energy  is  precious. 
Let's  treat  it  that  way." 


Thornton  F.  Bradshaw 

President 

Atlantic  Richfield  Company 


If  you'd  like  more  information  write  us. 

P.O.  Box 71566 

Los  Angeles,  California  90071 


ARC0   <> 


Petroleum  Products  of 

AtlanticRichfieldCompany 


If  you  think 
the  tennis 
in  Puerto  Rico 
has  advantages 

let  us  tell  you 
about  the  bonds 
of  Puerto  Rico. 


Interest  on  the  bonds 
of  Puerto  Rico  is  not  just 
tax-exempt.  It  is  totally  tax- 
exempt  —  exempt,  by  law, 
from  any  form  of  income 
tax. .  .Federal,  state  or  local 
. .  .no  matter  what  state 
you  live  in. 

This  special  feature 
makes  Puerto  Rican  bonds 
a  singularly  attractive  invest- 
ment medium  — but  they 
are  more  than  that.  Their 
proceeds  expand  and  extend 


the  industrial  and  techno- 
logical horizons  of  one  of 
the  most  dynamically 
developing  regions  in 
this  hemisphere. 

Today  the  Common- 
wealth of  Puerto  Rico  ranks 
among  the  top  20  industrial 
areas  of  the  world.  To  industry, 
it  offers  specific  and  signifi- 
cant incentives  —  in  a  stable 
economic  and  political 
climate,  and  in  an  atmos- 


phere of  governmental 
cooperation  geared  to 
provide  the  tools  industry 
needs  to  prosper. 

To  investors,  Puerto 
Rico  offers  equally  specific 
and  significant  incentives  — 
in  high-quality,  tax-exempt 
bonds  whose  favorable  rates 
of  return,  in  the  form  of 
totally  retainable  income, 
strongly  suggest  their  con- 
sideration in  today's  erosive 
economic  environment. 
For  full  information,  includ- 
ing our  pertinent  "Key  Facts" 
brochure,  just  write  to  the 
address  below. 

It  could  well  be  to  your 
advantage. 


Government  Development  Bank  for  Puerto  Rico 

140  Broadway,  New  York,  NY  10005     Dept.  F-1 

Fiscal  Agent  for  the  Commonwealth  of  Puerto  Rico  and  its  public  Authorities: 

Water  Resources  Authority  •  Highway  Authority  •  Telephone  Authority  •  Aqueduct  and  Sewer  Authority 
Ports  Authority  •  Public  Buildings  Authority  •  Industrial  Development  Co.  •  University  of  Puerto  Rico 
Municipal  Finance  Agency  •  Urban  Renewal  and  Housing  Corporation  •  Maritime  Shipping  Authority 
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A  Story  Of  Three  Stories 

Our  Washington  bureau  chief,  Paul  Sturm,  interviewed  Treasury  Secre- 
tary William  Simon  for  the  lead  story  in  this  issue  ("Brinksmanship,  Pet- 
rostyle,"  p.  33).  Simon  was  clearly  interested  in  talking  about  the  petro- 
dollar situation.  Sturm  referred  to  a  recent  press  report  saying  that  Simon 
was  making  it  tough  for  the  Arab  oil  magnates  to  invest  their  money.  All 
wrong,  Simon  replied:  "We  encourage  people  to  invest  here."  Sturm  com- 
mented that  the  strength  wasn't  all  on  one  side;  the  oil  countries  have 
the  money,  but  the  U.S.  offers  one  of  the  best  places  to  invest  it.  "That," 
replied  Simon,  "is  a  very  intelligent  observation." 

Simon  was  not  very  responsive  when  Sturm  pressed  him  to  cite  evi- 
dence that  Arab  oil  money  was  flowing  into  the  U.S.  "Don't  look  for  evi- 
dence," Simon  answered.  "Just  sit  and  think."  In  addition  to  sitting  and 
thinking,  Sturm  and  several  of  his  colleagues  began  calling  banks  and  eco- 
nomic experts,  repeating  the  burden  of  Simon's  remarks.  Gradually,  Sturm's 
article  fell  into  place:  U.S.  policy  is  based  on  the  gamble  that  the  oil 
countries  will  realize  that  it  is  as  much  in  their  interest  as  it  is  in  ours 
to  get  those  petrobillions  back  into  circulation— partly  at  least  through  in- 
vestments in  the  industrial  countries. 

Senior  Editor  Robert  Flaherty,  who  did  our  cover  story  on  American  Air- 
lines   and    its    new 

boss,   has   been  fol-    s,urm  Flaherty 

lowing  the  career  of 
Albert  Casey  for  a 
long  time.  Like  Ca- 
sey, Flaherty  is  a 
Bostonian,  and  both 
attended  Harvard 
College  ( Flaherty, 
Class  of  1955  and 
Casey  the  Class  of 
1943)  as  well  as 
Harvard  Business 
School  ( classes  of 
1961  and  1948,  re- 
spectively ) .  The  two 
first  met  in  1961 
when  Flaherty,  then 
a  Forbes  trainee,  was  editing  the  newsletter  of  the  Harvard  Business 
School  Club  of  New  York  and  Casey  was  an  officer  of  the  club.  "Al  had 
very  firm  ideas  about  what  he  wanted  and  he  never  left  any  doubt  about 
who  he  thought  was  boss,"  Flaherty  recalls. 

When  Flaherty  first  interviewed  Casey  for  the  cover  article,  he  found 
the  airline  boss  warm  and  outgoing,  but  it  was  a  different  story  on  the 
windup  interview.  By  then  Flaherty  had  garnered  a  good  deal  of  inside 
information  about  American's  troubles,  and  he  found  Casey  tense  and  a  bit 
irritable  in  responding.  Still,  Flaherty  came  away  with  a  good  deal  of  re- 
spect for  Casey.  "He  views  life  as  an  adventure,"  Flaherty  says.  "His  whole 
career  is  a  series  of  walking  out  on  good  jobs  because  he  wants  new 
challenges."  Flaherty  recognized  in  the  story  of  Casey  and  his  family  (p. 
40)  a  good  many  similarities  with  another  Boston  family,  the  Kennedys. 
"I  recognized  in  the  Caseys,"  Flaherty  says,  "a  great  many  of  the  Kennedy 
traits— striving  for  excellence,  a  sense  of  public  service— even  though  the 
Caseys  didn't  have  the  Kennedys'  advantages."  Flaherty's  article,  "Casey  at 
The  Bat,"  begins  on  page  38. 

After  interviewing  Reichhold  Chemicals  boss  Henry  Reichhold,  Senior 
Editor  Geoffrey  Smith  came  away  feeling  he  had  just  met  a  highly  original 
type.  Reichhold  is  a  businessman  of  the  old  school,  a  man  who  actually 
founded  his  own  business  and  continues  to  run  it— and  run  it  well.  The 
resulting  interview  (p.  124)  is,  we  think,  an  unusual  example  of  a  man 
saying  exactly  what  he  thinks,  not  what  he  thinks  ought  to  be  said.  ■ 


Smith 


This 


grille 
is 


86%  lighter. 


Today's  automobile  grilles  can  be  made  of  Lustran 
ABS  plastic  by  Monsanto,  weighing  only  four  pounds. 
Compare  that  with  the  28-pound  zinc  casting  you  used  to 
push  around.  Light,  tough  Lustran  ABS  can  be  given  a 
metallic  finish  that  doesn't  crack  or  peel. 

But  the  story  doesn't  stop  with  the  grille.  With  a 
textured  finish,  Lustran  is  perfect  for  interior  kick  panels, 
gear  shift  consoles  and  dashboard  inserts. 

At  other  points  on  the  car,  weight  can  be  saved  with 
our  VydyneR  R,  a  mineral  reinforced  nylon  plastic  that 
replaces  die-cast  metal. 

And,  of  course,  every  pound  that's  saved  means  more 
fuel  is  saved. 

We're  doing  all  we  can  to  meet  the  obvious  demand 
for  these  materials  that  answer  today's  pressing  needs,  by 
producing  light  weight  by  the  ton  at  11  ■ 

the  science 
company. 


800  N.  LINDBERGH  BLVD 
ST  LOUIS.  MO  63166 


•'MCW' 


ilHiEm 


ikk 


Harriott  s  ESSEX  HOUSE 
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Unwindiflg,Wrves  and  Witching  on  Central  Rirk  South. 


Easy  Does  It 

There  are  some  times,  after  a 
strenuous  business  day  here 
in  our  city,  when  you  want 
for  nothing  more  than  to  loosen 
your  tie,  roll  up  your  sleeves,  kick 
off  your  shoes  and  relax.  For  those 
times  we  suggest  an  entertaining 
evening  in  the  luxury  of  your  com- 
fortable room  at  the  Essex  House. 
Our  Room  Service  menu  offers 
everything  from  refreshment  to  a 
great  Filet.  It  will  arrive,  at  the 
time  you  request,  served  with  all 
the  style  our  hotel  is  famous  for. 


Fine  crystal,  china  and  linens  add 
a  distinctive  touch  of  elegance 
that's  rare  in  these  days  of  punch- 
out-plastic.  After  dinner,  you  can 
even  go  to  the  movies  with  a  choice 
of  two  full-length  feature  films  avail- 
able on  your  color  TV  set.  Come  see 
for  yourself.  We  pride  ourselves 
on  the  way  we  say,  "Good  night". 

The  Essex  House  Explained 

Our  name  is  an  old  New  York 
tradition,  but  we  are  definitely 
not  showing  our  age. 

All  of  our  guest  rooms  have  been 
newly  and  beautifully  decorated. 
The  accessories  and  appointments 
are  exceptional.  We  ve  carefully 
and  completely  enhanced  the  ele- 
gance, and  style  that  is  a  hallmark 
of  the  Essex  House  name.  And 
we've  added  a  flavorful  dash  of 
our  own  Marriott  know-how 
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and  service.  The  result  is  a  great 
New  York  hotel  that  stands  beau- 
tifully all  on  its  own.  On  Central 
Park  South. 

For  Your  Viewing  Pleasure 

here's  a  super  show  playing 
every  evening  at  our  Essex 
House  and  you  don't  ever  need  a 
ticket.  Just  step  into  our 
King's  Wharf  restaurant 
be  seated  in  a  com 
fortable  chair 
and  watch. 

Through  the 
windows,  across 
the  street  is 
Central  Park 
South.  And 
its  twinkling 
lights,  the 
glamour 
of 59th 
are  always 
a  sight  to 
see.  Open 
the  menu  and 
add  a  delicious 
magic  to  the  evening.  Tempt  your- 
self with  entrees  that  mclude  Striped 
Bass  Au  Beurre  and  Fresh  Whole 
Maine  Lobster.  Or  Roast  Prime 
Ribs  of  Beef  and  marvelous 
Medallions  of  Beef.  Our  King's 
Wharf,  by  itself,  offers  you  a  mem- 
orable dining  experience.  But  it's 
definitely  a  room  with  a  view. 


Fifth  Avenue  is  a  leisurely  five 
minute  stroll  to  the  east.  Lincoln 
Center  is  within  walking  distance 
to  the  west. 
All  it  takes  is  two  telephone  calls. 
One  to  us  with  your 
reservation.  The  second  to 
her  with  the  good  news. 
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She  Deserves  Better 

our  wife  and  our  New  York. 
It's  a  beautiful  combination. 
And  a  wonderful  way  for 
your  wife  to  escape 
from  her  regular 
routine  to  something 
better.  While  you're 
busy  with  business, 
she  can  sleep  late, 
shop  and  see  the  city. 


Pleas  and  Thank  You 

Whenever  possible,  we  urge 
you  to  make  your  reservations 
well  in  advance  01  your  trip  to  our 
town,  but  if  business  brings  you 
here  in  a  hurry,  call  us  toll-free  and 
we'll  do  everything  possible  to 
provide  one  of  our  immaculate 
guest  rooms  or  suites.  Thank  you. 

Harriott's. 
ESSEX  HOUSE 

All  you  need  to  know  about 
hotels  in  New  York. 

160  Central  Park  South, 
New  York  10019. 

Telephone  toll-free  for  your 
reservations:  800-228-9290. 

Write  for  our  new  brochure. 
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Why  some  companies 
move  faster  than  others. 


The  long 


and  the  short  of  it. 


Inefficiency  is  the  thief  of 
time.  Money.  And  morale. 
For  instance.  If  you're  still 
doing  paperwork  by  hand, 
here's  just  one  example  of 
what  can  happen: 

Somebody  has  to  type  all 
those  addresses; 


fold  whatever  you're  send- 
ing; 


insert    them    into   the    en- 
velopes. 


and  (ugh)  lick  all  those  en- 
velopes; 


and  (ugh  again)  lick  that 

many  stamps; 

stick  the  stamps; 

and  stack  the  envelopes. 


And  what  do  you  get? 
Bored  people  and  slow 
paperwork. 

And  it  could  be  happening 
all  over  your  company 
right  now. 

And  that's  too  bad,  be- 
cause paper  is  money. 
And  slow-moving  paper 
can  cause  hardening  of 
your  financial  arteries. 
After  all,  the  faster  your 
bills  and  orders  and  in- 
voices go  out,  the  faster 
you  get  results  back.  Think 
about  that. 


The  easy  way  is  also  the 
efficient  way.  Pitney  Bowes 
designs  a  system  just  for 
you  in  which: 

Our  Addresser-Printer  im- 
prints the  addresses; 


our    Folder-Inserter   folds 
and  inserts  in  a  flash; 


our  Postage  Meter  auto- 
matically prints  the  right 
postage,  seals  and  stacks. 


If  you'd  like  your  company  to  start 
moving  faster,  no  matter  how  much 
or  how  little  paperwork  you 
handle,  write  Pitney  Bowes,  1788 
Pacific  Street,  Stamford,  Conn. 
06904  or  call  one  of  our  190  offices 
throughout  the  U.S.  and  Canada. 
Postage  Meters,  Mailing  Equipment, 
Copiers,  Counters  and  Imprinters, 
Addresser-Printers,  Labeling  and 
Marking  Systems. 
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Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


"Kentucky's  Past  is  Pi 

to  its  Future." 
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"Kentucky's  rate  of 
industrial  growth  has  outstripped 
that  of  the  nation  as  well  as  the 
southern  and  border  states  over 
the  past  1 0  years. 

"But  there's  still 
room  for  industrial  expansion 
Kentucky.  Despite  a  dramatic 
growth  rate,  Kentucky  still 
has  fewer  manufacturing 
jobs  per  100  population 
than  most  competing  states.  1 
~ri~:~  means  greater  labor 


Th 

availability  for  new  facilities 


"Worker 
productivity  is  high  and  the 
work  force  is  stable.  This 
means  higher  profits. 

"I  extend  a  warm 
personal  invitation  to  you  to 
investigate  Kentucky.  Feel  free 
to  write  to  me  or  to:" 
Commissioner 
Damon  Harrison 
Kentucky  Department 
of  Commerce 
Frankfort,  Kentucky 
40601 


Progressive  Kentucky... more  than  you  expect 


WENDELL  H.  FORD/GOVERNOR 


"When  you  review  your  employee's 

fringe  benefit  package,  it's 
important  to  get  expert  guidance!' 


James  Lovell,  Astronaut; 


Both  as  an  astronaut  and  as  a  businessman,  Jim  Lovell 
quickly  discovered  that  no  matter  how  knowledgeable 
you  are  in  your  business,  you  just  can't  know  about 
everything. 

If  you're  smart,  you  get  the  advice  of  experts. 

Nowhere  is  this  more  important  than  in  the  field 
of  employee  benefit  plans. 

Today's  group  plans  offer  you  an  almost  endless 
variety  of  options.  Getting  the  maximum  benefits 
for  your  company  requires  the  skills  of  a  trained,  fully 
qualified  expert. 

An  expert  like  your  Mutual  Benefit  representative. 

One  thing  a  Mutual  Benefit  representative  won't 
do  is  offer  you  a  "canned"  plan.  He's  been  trained  to 
imaginatively  explore  all  avenues  to  make  your  dollars 
work  harder  for  you. 

He's  able  to  do  this  because  he  has  a  complete 
line  of  group  plans  to  offer  you:  Group  Term  Life; 
Accidental  Death  and  Dismemberment;  Dependent 


Life  Insurance;  Survivor  Income  Benefit;  Loss  of 
Time;  Long  Term  Disability;  Major  Medical; 
Hospital  Indemnity. 

Your  Mutual  Benefit  man  can  offer  you  these     . 
plans  to  give  you  a  most  attractive  package  of  "fringes' 
for  your  money. 

These  valuable  plans  have  competitive  features 
and  liberal  benefits.  And  they're  backed  by  the  finest 
customer  service  in  the  business. 

For  the  group  plan  that  best  fits  your  needs, 
talk  to  your  Mutual  Benefit  representative.  Or  write: 
Vice  President-Group  Sales,  Mutual  Benefit  Life, 
Newark,  New  Jersey  07101. 


MUTUAL  BENEFIT 

\bu  take  care  of  today. 
We'll  take  care  of  tomorrow. 


"For  expert    g 
Group  Plan  \0\ 
guidance, 
call:' 


ATLANTA 

Suite,  1015,  Cities  Service  Bldg., 

3445  Peachtree  Rd.,  N.E.,  Atlanta,  Ga.  30326 

(404)  266-2180 

BOSTON 

Suite  1950,  28  State  St.,  Boston,  Mass.  02109 
(617)  742-7330 

CHICAGO 

222  South  Riverside  Plaza,  Chicago,  III.  60606 
(312)454-1550 

CINCINNATI 

607  Provident  Tower 

One  East  Fourth  Street,  Cincinnati,  Ohio  45202 

(513)  621-1924 

CLEVELAND 

Suite 452-Hanna  Building 

1422  Euclid  Avenue,  Cleveland,  Ohio  44115 

(216)  781-8745 

DALLAS 

1265  Hartford  Building 

408  N.  St.  Paul  Street,  Dallas,  Texas  75201 

(214)  748-1804 

DENVER 

Penthouse  Preston  Building,  Suite  300 
825  E.  Speer  Blvd.,  Denver,  Colorado  80218 
(303)  744-7201 

DETROIT 

1501  Mutual  Building 

28  West  Adams  Ave.,  Detroit,  Michigan  48226 

(313)962-0113 

LOS  ANGELES 

Suite  1800 

5900  Wilshire  Blvd.,  Los  Angeles,  Calif.  90036 

(213)  937-5660 

MIAMI 

Suite  905,  The  Northeast  Airlines  Building 
150  Southeast  Second  Ave.,  Miami,  Fla.  33131 
(305)  358-2488 

MINNEAPOLIS 

Suite  764,  Southdale  Office  Centre 

6800  France  Ave.  So.,  Minneapolis,  Minn.  55435 

(612)  920-8990 

NEW  YORK 

Suite  1401 

One  World  Trade  Center,  N.Y.,  N.Y.  10048 

(212)  432-7030 

PHILADELPHIA 

Suite  670 

1845  Walnut  St.,  Philadelphia,  Pa.  19103 

(215)  561-0375 

ST.  LOUIS' 

Suite,  1702,  Mississippi  Valley  Building 
506  Olive  Street,  St.  Louis,  Missouri  63101 

(314)  621-5022 

SAN  FRANCISCO 

Suite  1930 

One  California  St.,  San  Francisco,  Calif.  94111 

(415)391-1650 

SEATTLE 

1327  Washington  Bldg.,  Seattle,  Wash.  98101 
(206)  682-3960 

SYRACUSE 

Room  104, 753  James  St.,  Syracuse,  N.Y.  13202 

(315)  478-0933 

MUTUAL  BENEFIT 
A  name  to  remember. 


Trends  &Tangents 


Foreign 


Magic  Carpet? 

What  to  sell  the  new-rich  Arabs 
to  soak  up  some  of  their  oil  wealth? 
A  group  of  New  York  and  London 
financial  entrepreneurs  have  hit  upon 
carpets— not  flying  ones,  but  Persian 
ones.  The  group,  says  a  Virginia-born 
Londoner  named  J.  Taylor  Bigbie,  is 
forming  a  syndicate  ("a  small  one, 
ten  to  20  people  with  £10,000 
apiece")  to  buy  Persian  rugs,  ware- 
house them  for  three  years  and  then 
test  the  market.  Art  experts,  who  ap- 
preciate that  there  is  no  tradition 
of  painting  in  the  Islamic  world 
(Forbes,  Oct.  I),  agree  that  it  might  be 
just  the  thing.  The  world  market  in 
rugs,  as  in  so  much  else,  is  centered 
in  London,  where  the  buzz  names  to- 
day are  Ispahan,  Qum  and  Bidjar.  A 
Qum  prayer  rug  of  about  4  feet  by 
5  feet  will  often  go  these  days  for 
$8,000-plus. 


Business 


Breaking  The  Habit 

Breakfast  may  be  a  habit-ridden 
repast  for  most  people,  but  bacon- 
and-egg  eaters  have  begun  to  switch 
to  cereal  as  the  cost  of  the  morning 
meal  has  gone  up.  Per  capita  con- 
sumption of  ready-to-eat  cereals  went 
up  16%  in  1973  while  eating  of  eggs 
went  down  5%,  pork  9%  and  beef 
6%.  In  this  year's  first  half  cereal  sales 
volume  rose  another  10%.  True,  cereal 
prices  have  gone  up  too,  but  one 
survey  figures  that  the  cost  of  a 
one-ounce  serving  with  milk  is  still 
only  10  cents,  vs.  19  cents  for  a  sweet 
roll  and  over  30  cents  for  two  eggs 
and  three  strips  of  bacon. 

Bond  Boom 

U.S.  savings  bonds  brought  a  rec- 
ord $574  million  into  the  Treasury  in 
September,  the  highest  total  for  any 
month  in  22  years,  and  Treasury 
spokesmen  predict  a  total  approach- 
ing $6.4  billion  for  the  year.  The 
bonds'  strong  showing  apparently 
stems  from  small  investors  who  are 
disenchanted  with  the  stock  market 
but  who  want  the  safety  of  a  de- 
mand obligation  of  the  U.S.  Govern- 
ment. Another  advantage  of  Series 
E  and  H  bonds  is  that  payment  of 
income  tax  on  the  6%  interest  they 
yield  can  be  deferred  until  the  bond 
is  redeemed.  And  the  interest  on 
such  bonds,  like  that  on  all  U.S.  Gov- 
ernment securities,  is  exempt  from 
state  and  local  income  taxes. 


Temporary  Benefit 

If  plant  and  office  work  hours  are 
reduced  this  winter  because  of  the 
energy  shortage,  one  of  the  unexpect- 
ed beneficiaries  may  be  the  temporary 
help  agencies.  Temporary  employees 
are  paid  only  for  their  actual  time 
on  the  job,  while  regular  employees 
will  tend  to  be  paid  for  down  time 
that  is  not  their  fault.  Hence  compa- 
nies with  a  higher  percentage  of  tem- 
poraries would  have  the  competitive 
advantage  of  paying  less  for  non- 
productive time. 


Washington 


Ghost  Agency 

Congress  has  never  been  slow  to 
create  new  agencies,  and  once  cre- 
ated, they  seem  to  lead  a  charmed 
life.  Take  the  Cost  of  Living  Council, 
which  oversaw  the  Government's 
wage  and  price  regulation  policy  for 
three  years.  It  went  out  of  business 
last  June,  right?  Yes,  but  a  ghost  sur- 
vives in  the  Office  of  Economic  Sta- 
bilization, with  the  major  task  of  writ- 
ing a  history  to  help  "those  who  come 
after  us  in  another  controls  program," 
to  quote  the  Council's  former  general 
counsel.  And  the  way  things  have 
been  going  of  late,  who  can  call  that 
entirely  unrealistic?  ■ 

r 1 

CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
□  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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WlIGn   dSKGO  ■  ■  ■  "All  things  considered,  would  you  say  you  are  pretty  much  satisfied  with 
living  in  Indiana  as  opposed  to  somewhere  else,  dissatisfied  with  this  state,  or  what?" 

MORE  THAN  84%  SAID  THEY  ARE  SATISFIED  WITH  THE  STANDARD  OF  LIVING  IN  INDIANA! 


Here's  why... 


a  year  in  the  life  of  an  Indiana  family... 


Adding  to  the  variety  of  recreational 

Ther!?8-"  Sai,i"9  °"  u"-"°wded°akes 
There  are  many  throughout  the  state. 
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you??? 


't  means. 


access  to  a  stable  sfc 
priced  work  force  ' 
|"f "Y  excellent    Mf... 


•  'oyal  and  reasonably 


^ur  business  m,;^1"  °'  technical  talent 
^^."""'•vesfromLon^  „__,_  _ 


^ere  we  have  thVooorTr  L°VE  IND,A"A 
to  live  it.  "*  9°od  "'•  ^d  room  in  wh.ch 


Interested  in  more 
information  about  Indiana? 
Please  write  to  . . . 

Lt.  Governor  Robert  D.  Orr,  Director 

Indiana  Department  ot  Commerce 

336  State  House.  Dept.  AH-F3 

Indianapolis,  Indiana  46204 

Phone:  317-633-4450 

TWX:  810-341-3376 

Cable:  INCOM 
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WHERE  THE  GOOD  Lire  ft  BETTER 


In  one  coffee  break 

CalComp's  Automated  Tape  Library 

can  find  and  load  40  reels. 


This  library  doesn't  run 
on  coffee. 

The  only  way  it  can  load 
the  wrong  reel  is  if  you  tell  it  to. 

Behind  that  innocent 
front  it  can  store  over  6,000 
reels  of  V  tape.  It  can  find 
and  mount  any  one  of  those 
reels  in  an  average  time  of 
15  seconds.  And  it  can  serve 
32  separate  tape  drives. 

The  tapes  are  automatically 
selected,  mounted  and  then 
dismounted  and  returned 
when  the  job  is  done.  Human 


hands  never  touch  a  thing. 

The  wrong  reel  never 
comes  through  those  entry 
ports.  And  physical  damage  or 
loss  of  a  tape  is  a  thing  of 
the  past. 

You  could  justify  purchas- 
ing The  CalComp  Automated 
Tape  Library  from  any  angle. 

The  increased  efficiency  is 
obvious.  So  are  the  reduced 
operating  costs.  But 
just  think  of  your 
valuable  tapes,  safe  at 
last,  24  hours  a  day. 


@QQ@<§N3>G> 


You've  got  to  see  it  to 
believe  it.  Call  or  write  your 
local  CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,  FB-11-74, 2411  West 
La  Palma  Avenue,  Anaheim, 
California  92801.  (714)  821-2011. 


"I  am  pleased  to  report 
Parker-Hannifin  Corporation 
net  earnings*  increased 
23%  to  $18.4  million 
during  the  fiscal 
year  just  ended/9 


NET  EARNINGS 


P.S.  PARKER,  President 


Parker  is  a  leading  manufacturer  of 

fluid  systems  and  components  for  industrial, 

automotive,  and  high  technology  markets.  The  company's  five 

operating  groups  offer  the  most  complete  lines  of  standard  and  custom 

engineered  hydraulic,  pneumatic,  and  cryogenic  controls,  valves,  pumps. 

seals,  connectors,  hose  assemblies  and  clamps.  Industrial  replacement 

components  and  automotive  aftermarket  parts  represent  approximately 

45  percent  of  the  company's  business.  International  markets  account 

for  about  16  percent  of  the  company's  total  sales. 


Comparative  Highlights 


1974 


1973 


Sales 

$397,532,400 

$323,654,381 

Earnings 

36,122,627 

30,537,869 

Income  Taxes 

17,685,000 

15,550,000 

Net  Earnings 

18,437,627 

14,987.869 

Earnings  per  Share 

3.15 

2.58 

Depreciation,  Amortization  per  Share 

1.56 

1.46 

Cash  Flow 

4.71 

4.04 

Cash  Dividends  per  Share 

1.07 

1.04 

Land,  Buildings  and  Machinery 

82,463,093 

73,521,342 

Shareholders'  Equity  June  30 

111,098,644 

98,264,352 

Number  of  Employees 

13,462 

12.478 

Number  of  Shareholders 

4,281 

4,189 

"We  expect  growth  in  our  major  markets  and  in  our  business 
to  continue  during  the  coming  year.  This  will  be  particularly 
true  in  the  United  States,  as  much  needed  industrial 
capacity  is  added. 

Greater  sales  volume  has  increased  our  scheduled  backlog  from 
$92,600,000  on  June  30,  1973  to  $146,400,000  on  June  30,  1974." 

(From  the  newly  published  1974  Annual  Report) 

*  After  adjustment  of  49  cents  per  share  for  FIFO  to  UFO  inventory  valuation. 


P.S.  PARKER,  President 
PARKER-HANNIFIN  CORPORATION 
'17326  EUCLID  AVE.,  CLEVELAND,  OH  44112 


□  Annual  Report    a  Latest  Quarterly 
D  Add  me  to  your  mailing  list 
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PARKER  El  HANNIFIN 


Readers  Say 


No  Complaints 

Sir:  Re  "Commission  Rates  Are  Up- 
side Down"  (Fact  6-  Comment,  Oct. 
1 ) .  Where  do  you  get  the  idea  that  the 
small  investor  is  complaining  about 
commission  rates?  We  handle  thou- 
sands of  transactions  for  the  small  in- 
vestor and  we  have  not  had  a  single 
complaint  about  rates.  There  is  more 
involved  to  handling  a  transaction 
than  just  writing  out  an  order.  This 
customers  know,  but  you  apparent- 
ly do  not. 

—Wayne  Hummer 

Wayne  Hummer  &  Co. 

Chicago,  111. 

The  Bear  Facts 

Sir:  Your  article  "The  Short-Sell- 
ers" (Sept.  15)  may  be  misleading  in 
its  conclusion  that  such  a  small  inter- 
est on  the  New  York  Stock  Exchange 
is  generally  indicative  of  a  slackening 
of  short-selling.  Another  form  of  sell- 
ing is  the  writing  of  naked  options. 
The  popularity  of  writing  options  has 
increased  with  the  arrival  of  the  Chi- 
cago Board  Options  Exchange,  and 
it  seems  reasonable  to  assume  that  the 
naked  option  writer  has  joined  the 
crowd  in  Chicago,  which  is,  after  all, 
the  home  of  the  Bears. 

—Stanley  E.  Hicks 
Greensboro,  N.C. 

We  Were  Here  First 

Sir:   It  is  unfair  to  say  the  Farm 
Credit  System  has  been  "mucking  up 
the  bond  market  lately"   ("The  New 
Green    Revolution,"    Sept.    15).    The 
Farm  Credit  System  has  been  selling; 
bonds  to  private  investors  for  over  50 
years.    It   was    the   first   independent 
agency  to  enter  the  investor  maikct. 
Your    statements    about    using    fans 
credit  borrowing  to  support  specula-' 
tive     land     and     commodity     future 
"deals"  are  off  base.  If  we  have  been 
aggressive  in  our  lending,  it  has  not 
been    because   of   a   lack    of   under-j 
standing  of   the   farm   economy,    but 
rather  because  of  our  recognition  that 
agriculture  is  the  nation's  most  impor- 
tant industry.   Production  Credit   As- 
sociations have  lost  only  one-tenth  of] 
one  percent  of  their  loan  volume. 

— F.  Vernon  Wrichi 

Presidents 

Federal  Intermediate  Credit  Bank 

of  New  Oilcans 

New  Orleans,  La 

Forced  Charity 

Sin:  In  Headers  Say  (Nov.  1)  Film 

Komarek  declares,  "There  is  no  neel 

for  chanty  in  England  and  Sweden.! 

(Continued  <>n  page  IS5\ 
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NEVER  BEFORE  HAS  ANYTHING  OF  SUCH 

POTENTIAL  VALUE  TO  FLEET  USERS 

COST  SO  LITTLE:  NOTHING. 


These  could  be  $64,000  questions.  Or  $640,000  questions,  or 
more!  There's  a  good  reason  why:  Major  improvements  in 
business  transportation  are  constantly  being  developed.  So, 
the  fleet  arrangement  that  was  best  for  you  a  while  back  may 
be  very  cosfly  for  you  today. 

How  can  you  determine  which  of  today's  arrangements  will 
serve  you  best?  Merely  by  giving  yourself  this  new,  specially 
designed  fleet  evaluation  self  quiz. 

These  questions  explore  every  aspect  of  car  and  truck  fleet 
transportation.  And,  include  the  newest  fleet  innovations. 

Only  you  have  all  the  "yes"  and  "no"  answers  that  can  steer 
you  toward  a  more  efficient  and  productive  fleet.  But  we've 
got  the  questions.  They're  in  four  little  quizzes  bound  into  one 
compact  booklet.  So  clip  the  coupon  and  uncover  the  entire 
series  of  facts.  The  price  is  right.  It's  free. 


WHEEIEiw. 

6200  N.  Western  Ave.,  Chicago,  Illinois  60659 

Leasing  Chevrolets  and  other  fine  cars  and  trucks  for  over  36  years. 

Serving  over  500  of  America's  leading  corporations. 


I 
I 
I 
I 
I 
I 


WHEELS  inc.  and  associated  companies 

6200  N.  Western  Ave.,  Chicago,  III.  60659  Dept.  FB-114 

I'm  interested  in  finding  out  exactly  how  much 
money,  time  and  effort  I  can  save  in  my  fleet's 
operation.  Please  send  me  Wheels'  fleet  evaluation 
self  quizzes  without  cost  or  obligation. 

We  operate Cars  Trucks 

□  Leased       □  Co.  Owned       Q  Salesmen  Owned 
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FOR  THE  THIRD  CONSECUTIVE  YEAR, 
OUR  AUDIENCE  HAS  ATTRACTED 

WORTH  OF  ADVERTISING. 


•   lit   t   lit   •   • 


With  the  October  26  issue, 

TV  Guide  magazine  reached  the  $100,000,000  mark 

in  PIB  advertising  revenue  for  the 

third  consecutive  year. 

$100,000,000  in  ad  revenue  is  dramatic  evidence 

of  advertiser  confidence.  Three  successive 

years  of  such  confidence  suggests  a  consistently 

hard-working  magazine. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

We're  big.  Were  efficient.  We  get  read.  You  get  read. 


Esther  and  Ed 


Esther  Lee  is  a  full-time 
clerical  employee  at 
Bethlehem  Mines  in  the 
corporate  headquarters 
at  Bethlehem,  Pa.  In  her 
'spare"  time,  Mrs.  Lee 
is  a  school  board  direc- 
tor and  serves  on  other 
community  organiza- 
tions involving  church, 
government,  education, 
youth,  and  minority 
groups. 


Ed  Skutca,  a  supervisor 
in  the  Railway  Car  De- 
partment of  our  Johns- 
town, Pa.  plant  is  Presi- 
dent of  the  7th  Ward 
Civic  Association.  One 
of  their  many  commu- 
nity contributions  is  the 
volunteer  ambulance 
corps  that  serves  the 
42,000  people  of  Johns- 
town. 


and  Rudy  and  Irma 


Rudy  Salinas,  a  brick- 
layer at  our  Los  Angeles 
plant,  works  with  sev- 
eral organizations  that 
try  to  get  Mexican- 
American  youth  and 
their  parents  and  teach- 
ers working  together — 
to  prevent  drop-outs, 
encourage  post-high 
school  education,  and 
provide  scholarship 
funds. 


Irma  Foote  is  a  special 
assistant  in  our  San 
Francisco  Public  Affairs 
Department.  Each  week 
during  the  school  year, 
she  devotes  one  night  to 
helping  Chinese  young- 
sters with  their  home- 
work, stressing  reading, 
spelling,  and  pronunci- 
ation. 


aren't  too  busy  to  help  others 

Some  pe"ople  are  "too  busy"  to  take  the  time  to  aid 
their  fellow  men  ...  or  to  get  involved  in  community 
action. 

But  not  these  four  Bethlehem  Steel  employees.  And 
not  the  thousands  of  our  other  employees  who  help  make 
their  communities  better  places  to  live. 

At  Bethlehem  Steel,  we  have  long  urged  our  em- 
ployees to  provide  the  personal  touch  that  so  often  can 
"make  the  difference." 

We  feel  strongly  about  our  nation's  need  for  more 
useful  and  responsible  citizens.  So  strongly  that  we  sent 
our  more  than  100,000  employees  a  booklet  called 
"People  to  People — Citizen  Volunteers  for  a  Better 
Community." 

It  suggests  ways  each  of  us  can  improve  the  quality 
of  life  in  our  communities.  If  you  would  like  a  copy,  write : 
Public  Affairs  Department,  Bethlehem  Steel  Corporation, 
Bethlehem,  PA  18016. 


Bethlehem 


JABBERWOCKS 


OR? 


You  name  it.  An  inkblot  has  many  faces. 

So  does  insurance.  Consider  Workmen's  Compensation. 

You  might  see  it  only  as  post-accident  reimbursement.  We  see  something  more. 

Accident  prevention.  Savvy  claims  management  and  the  cost-conscious 

selection  of  a  rating  plan.  And  we  see  Peopleprotection, 

our  program  for  protecting  your  employees  on  the  job. 

And  off  the  job.  Call  us  about  it. 

4\merican 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


North  American 
Manufacturers 


$353,385,600 

last  year  to  set  up 

new  plants  in 

Ireland. 

There  has  to  be  a  reason. 


facts 


INDUSTRIAL 

IRELAND 

TODAY 


IOA  Ireland  A 


It's  a  matter  of  profit.  By  locating  in  Ireland,  North  American  firms  not  only 
establish  a  manufacturing  base  within  the  European  Common  Market,  but 
they  also  enjoy  an  above  average  return  on  investment.  Here's  why:1.No  tax 
on  export  profits  for  15  years.  2.  Non-repayable  cash  grants  toward  fixed 
assets.  3.  Complete  job  training  of  English-speaking  manpower  at  our 
expense.  4.  High  availability  of  engineers  and  scientists.  So,  whether  you 
are  about  to  launch  your  overseas  operation  or  expand  it,  Ireland's  the 
place  to  investigate. 

SEND  FOR  THIS  BOOKLET  It  gives  you  facts  about  these  and  other 
advantages  for  locating  your  European  plant  in  Ireland.  Or  call  us  if  you 
want  information  as  to  the  eligibility  of  your  company. 

Industrial  Development  Authority  Ireland 

New  York:  (212)  972-1003,  280  Park  Avenue,  New  York,  NY  10017.  Chicago:  (312)  644-7476. 1  East  Wacker 
-^     Drive,  Chicago,  Illinois  60601.  Lot  Angeles:  (213)  624-1024,  515  South  Flower  Street,  Los  Angeles,  CA  90071. 
Toronto:  (416)  364-7478,  Commerce  Court,  P.O.  Box  281,  Toronto,  Ontario  M5L  1E9,  Canada. 


How  to  improve  computer 
data  flow  throughout  your 
organization. 


Learn  how  Kodak  KOM  microf ilmers 
can  help  you  set  up  the  data  manage- 
ment procedures  needed  for  the  70s. 

Speed  was  the  first  thing  everyone 
noticed  about  putting  computer  tape  data 
directly  on  microfilm  with  a  COM  unit. 
But  the  real  COM  benefits  come  with  the 
better  use  and  handling  of  information 
it  makes  possible. 

Besides  cutting  costs  in  data  processing 
through  more  efficient  use  of  existing 
hardware  (and  these  savings  can  be  very 
substantial  indeed),  the  various  user 
groups  within  your  organization  also 
benefit.  By  getting  the  data  faster.  By 
getting  it  in  a  more  usable  form— either  in 
microfiche  or  roll  microfilm,  depending 
on  your  need.  By  having  data  easily  coded 
for  automated  retrieval.  All  as  part  of  the 
COM  operation. 

Another  important  reason  for  choosing 
a  Kodak  KOM  microf  ilmer  is  that  you  have 


Kodak's  full  resources  in  software,  serv- 
ice, and  systems  support  to  call  upon. 

Get  the  facts  on  COM. 

Write  for  our  informative  new  booklet, 
"The  New  Generation  of  Computer  Out- 
put". And  see  how  COM  can  benefit  your 
organization.  Eastman  Kodak  Company, 
Business  Systems  Markets  Division, 
Dept.  DP610,  Rochester,  New  York  14650. 


Kodak:  for  better  use  of  information. 


In  this  capacity-short  economy, 

a  company  that  can  help  build  capacity 

is  really  in  demand. 


=^ 


And  that  includes  a  stainless  pipe  and  tube 
manufacturer  like  Colt  Industries. 


With  increas- 
ing emphasis 
on  energy  production  and  manu- 
facturing expansion,  demand  for 
industrial  products  continues  to 
grow. 

One  beneficiary  of  this  demand 
is  the  Trent  Tube  Division  of  Colt 
Industries.  Trent  is  one  of  the  world's 
leading  producers  of  welded  stain- 
less steel  piping  and  tubing.  A  con- 
stant innovator,  40%  of  Trent's  1974 
first-half  shipments  were  for  prod- 
ucts or  markets  new  to  the  division 
since  1969. 

A  competitive 
edge.  With  ad  van- j 
tages  in  cost,  re- 
liability and  cor- 
rosion resis-* 
tance,  Trent 
pipe  and  tubing 
are  being  specified 
for  a  wide  range  of 

Firearms  & 
Sporting  Equipment 


applications  in  such  major  markets 
as  chemical,  petrochemical  and 
food  processing;  petroleum  refin- 
ing; LNG  transportation  and  storage. 
In  power  plant  construction,  the  use 
of  Trent  products  has  increased 
more  than  fifty-fold  in  less  than  four 
years.  And  new  orders  for  nuclear 
pipe  in  January  1974  exceeded  those 
for  all  of  1973. 

The  right  products.  A  whopping 
96%  of  our  1973  sales  came  from  in- 
dustrial materials  and  products.  In 
addition  to  Trent's,  some  of  those 
products  are  Crucible  specialty 
steels,  Fairbanks  Morse  diesel 
engines  and  pumps,  Fairbanks 
scales,  Pratt  &  Whitney  and 
Elox  production  equipment, 
Central  Moloney  transformers, 
Quincy  compressors,  Chandler 
Evans  aircraft  fuel  controls, 


Hoi  ley  car- 
buretors. 
The  remaining  4%  of  our  business 
came  from  firearms. 

Onward  and  upward.  In  the 
wake  of  a  banner  1973,  nine- 
month  results  for  1974  were  at 
record  levels.  Sales  $843.5  million, 
up  from  $631.2  million  a  year  ago. 
Net  earnings  $55.5  million,  up  from 
$17.8  million.  Earnings  per  share 
$7.85,  up  from  $2.22.  Our  growth 
stems  from  our  leadership  in  in- 
dustrial markets  served  and  strong 
demand  for  the  specialty  steels  and 
industrial  products  we  make.  For 
copies  of  our  latest  financial  reports, 
write  Colt  Industries  Inc,  Dept.  F-4, 
430  Park  Ave.,  N.Y.,  N.Y.  10022. 

Colt  Industries 


@ 
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WHEREVER  IN  THE  WORLD  YOU  DO  BUSINESS 


■ 
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LONG  DISTANCE  IS  THE  NEXT  BEST 
THING  TO  BEING  THERE. 


"With  ail  thy  getting  get  understanding" 


Fact  and  Comment 


NOTHING  NEW  BUT  A  LOT  OF  FACES 


Neither  surprisingly  nor  undeservedly,  the  wages  of 
Watergate's  unmitigated  sins  have  been  political  death 
for  many  personally  innocent  but  party-tarred  GOPers. 

The  whopping  Democratic  Congressional  majority  is 
not  an  unmixed  blessing  for  the  donkey  party.  It's  uncon- 


trollably big  with  no  one  Big  enough  to  give  it  coherence 
or  direction. 

Unfortunately,  by  the  time  all  the  shining  new  faces 
have  been  around  long  enough  to  matter,  their  fervor 
will  be  long  gone. 


CUT  CUTTING  UP  ROCKY 


Now  that  the  election's  over,  the  Congress— lame  ducks 
included— should  get  on  with  the  prompt  confirmation  of 
Nelson  Rockefeller  as  Vice  President. 

So  what  if  Rocky,  out  of  his  own  pocket  instead  of 
at  the  public  trough,  monetarily  rewards  those  who  have 
helped  him  serve  his  state  and  this  nation  intelligently 
and  well.  That's  a  crime?  Most  Congressional  staffs  and 


federal  agencies  are  stuffed  with  people  being  rewarded 
at  the  public's  expense  for  prior  good  and  faithful  service 
to  politicians  who  Made  It. 

Former  Governor  Rockefeller  has  borne  this  incredible 
inquisition  with  a  good-natured  patriotism  that  deserves 
applause.  We  should  be  blamed  grateful  he's  willing  to 
take  the  job. 


.  .  .  BUT  IF  HE  DOESN'T  GET  CONFIRMED 

I  hope  former  Governor  Scranton  is  President  Ford's  next  choice. 


SYMPTOMATIC:   IBM 

The  rumor  that  Arab  money  was  buying  into  IBM 
may  have  been— be— unfounded,  but,  sooner  rather  than 
later,  oil  producing  wealth  beyond  any  lamp-rubbing 
Aladdin's  conception  has  to  and  will  find  its  way  sizably 
into  ownership  of  the  free  industrial  countries'  economies. 

There's  really  no  other  sound,  sufficiently  large  place 
for  it  to  go— and  most  top-quality  American  industrial 
companies  are  on  the  bargain  counter. 


AND  THE  ARABS 

To  take  comfort  from  the  belief  that  "the  Arabs  never 
do  this  or  that  with  their  money"  is  absurd— they  have 
never  had  money  in  this  quantity  to  do  things  with.  Their 
suspicions  about  paper  money  (shared  by  many  citizens 
of  the  West)  has  to  lead  them  to  the  ownership  of  what 
is,  after  all,  the  real  wealth  of  any  nation— its  industrial 
capability.  Raw  material  has  value  only  when  it's  trans- 
muted into  the  things  people  need  and  can  use. 


.  .  .  AND   DON'T  BE  SO 

to  forbid* or  effectively  control  this  transfer  of  owner- 
ship. Do  you  think  it  would  be  a  simple  matter  to  pass 
a  law  forbidding  foreigners  to  buy  hunks  of  U.S.  stock? 
We  have  a  bit  of  a  stake,  you  know,  in  businesses 
in  other  lands.  For  the  U.S.  to  forbid  an  inflow  of  for- 
eign equity  capital  would  really  cause  quite  an  earth- 
quake in  the*  Free  World's  way  of  doing  business. 


SURE  IT'LL  BE  EASY 

Banning  or  severely  limiting  foreign  ownership  can  be 
done;  it  may  even  become  necessary  to  do  it.  But  it  can 
be  done  neither  quickly  nor  effortlessly. 

In  the  meantime,  as  a  result  of  profligate  energy  waste 
by  Americans  continuing  to  go  65  and  75  miles  per  hour 
to  their  hot  houses  and  factories,  OPECers  may  end  up 
owning  both. 


P.S. 

Meanwhile,  look  for  waves  of  get-rich-quickers 
to  be  ripped  off  buying  flimsy  equities  run  up  by 
inside  information  that  "the  Arabs  are  buying  it." 
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IT'S   A  LAMEBRAIN  NOTION 


that,  when  the  West  Coast  states  learn  East-Coast  elec- 
tion results  before  Western  polls  close,  it'll  affect  voters 
who  have  not  yet  cast  their  ballots.  Ours  is  a  secret 
ballot,  so  what  on  earth  would  influence  the  person  be- 
hind the  curtain  to  Go  with  a  Presidential  candidate  doing 
well  in  the  East? 

Who's  to  know  he  went  with  the  winner?  Anyway,  peo- 
ple probably  he  more  about  how  they  voted  than  any- 
thing else  except  their  sex  life.  Just  as  pre-election  polls 


are  ofttimes  wrong,  not  because  they  are  inaccurate  but 
because  voters  fib  or  change  their  minds  or  haven't  made 
'em  up,  so  too  they'll  remain  uninfluenced  in  California 
by  knowing  how  New  York  went. 

Besides  that,  forbidding  either  reporting  or  forecasting 
election  results  before  all  polls  are  closed  would  be  un- 
justified and  unconstitutional. 

So  Congress  might  just  as  well  forget  that  exercise  in 
futility. 


MORE   ON   "VTVENT  LES   IT  ALIENS!" 


A  couple  of  weeks  ago  I  was  visiting  with 
that  extraordinary  Italian  industrialist  Ale- 
jandro De  Tomaso  at  his  spanking  new 
Modena  plant.  This  dynamo,  a  genius  at  en- 
gineering design  and  a  combative  competitor, 
runs  the  two  major  Italian  motorcycle  com- 
panies, Benelli  and  Moto  Guzzi.  He  also 
manufactures  his  own  super  De  Tomaso 
sports  car  and,  in  a  rewarding  relationship 
with  Ford,  is  responsible  for  the  styling 
and  design  of  its  Pantera  sports  car. 

In  answer  to  my  observation  about  how  difficult  it  must 
be  to  conduct  business  in  a  country  with  revolving-door 


governments  and  periods  of  none  at  all,  Mr. 
De  Tomaso  commented:  "Having  virtually  no 
government  in  most  of  the  years  since  World 
War  II  is  the  very  best  thing  that  could  have 
happened  to  Italy.  How  else  do  you  think  we 
could  have  developed  so  much  and  so  well?" 
Later,  sitting  in  the  attractive,  unobtru- 
sively modernized  fine  old  hotel  he  owns,  I 
asked  about  Italy's  current— recurrent— dire 
fiscal  straits.  Said  the  twinkling-eyed  indus- 
trial impresario,  "Sure,  theoretically  speaking  we're  bank- 
rupt—but that  certainly  makes  no  difference  in  business  or 
our  daily  fives." 


4DO  NOT  INVEST  IN  COMPANIES  RUN  BY  FAT  MEN" 


That  is  not  the  statement  of  a  health  nut  or  a  doctor 
or  a  skinny  CEO.  It's  a  serious  statement  by  a  man  who 
can  be  fairly  described  as  the  biggest  institutional  inves- 
tor in  the  world— Carl  E.  Hathaway,  senior  vice  president 
responsible  for  the  investment  of  all  the  employee  bene- 
fit plans  at  Morgan  Guaranty. 

Five  years  ago  Mr.  Hathaway  listed  that  as  one  of 
the  six  criteria  then  used  by  Morgan  Guaranty,  and  we 

TWO  PLAYS  AND 

If  you  have  a  chance  and  are  feeling  Dowjonesy,  two 
very  funny  shows  in  New  York  will  lift  your  spirits— 
Scapino!  and  My  Fat  Friend. 

On  the  movie  front,  as  usual  everybody  can  agree  on 
what's  awful  (most  of  it  is)  and  disagree  about  what's 
good.  Fellini  invariably  sends  the  creative  spirits  and  most 
critics  of  the  medium  into  lyrical  orbit,  and  I've  usually 
come  away  from  his  films  feeling  like  a  clod,  more  con- 

SADISM  AND 

Breathes  there  the  man  with  a  life  so  dead  who's 
never  had  to  speak  to  pay  for  his  bread? 

According  to  M.O.G.,  some  3  million  speeches,  ad- 
dresses, remarks  and  other  forms  of  post-meal  verbocity 

POLITICAL  REFORMER 

One  who  wants  his  chance  at  the  trough. 


asked  him  if  it  was  still  a  principal  criterion:  "I  don't 
want  to  be  specific  but  it's  still  a  consideration  very 
much  in  my  own  mind  when  the  investment  decision  has 
to  be  made.  Fortunately,  because  of  the  attrition  of  com- 
petition and  promotion,  the  man  who  gets  to  the  top 
is  usually  lean  and  hard.  But  where  there  are  exceptions, 
it  does  continue  to  concern  me." 
Chief  executives,  to  the  scales! 

THREE  MOVIES 

fused  than  moved.  But  his  Amarcord— recollections  of  ad- 
olescence in  a  small  Italian  town— is  wondrously  won- 
derful. On  the  other  hand,  acclaimed  California  Sj>lit 
was  a  disappointment.  Though  full  of  imaginative  and  un- 
expected touches,  there  was  little  sense  of  the  tensions  for 
which  it  is  touted.  Finally,  if  you're  trying  to  make  it  in 
the  business  world,  The  Apprenticeship  of  Duddy  Knit  - 
itz  shows  one  way  to  do  it— or  rather,  how  not  to. 

MASOCHISM 

are  delivered  each  day  to  audiences  of  Americans  gath- 
ered for  an  infinite  number  of  reasons  or  no  reason  at  all. 

I   get   some  such  invitations,   but   seldom   am   hungr) 
enough  to  provide  the  providers  with  their  meal's  worth. 

REFORMED   REFORMER 

One  who's  having  his  chance  at  the  trough. 
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-MALCOLM  S.  FORBES. 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Stock  Market  Sages 

There  is  some  comfort  in  the 
thought  that,  if  we're  going  to  have 
a  1929-style  stock  market  crash,  it 
may  in  fact  already  be  over. 

—Andrew  Tobias  in 
New  York  magazine. 

*  »     * 

The  easiest  way  to  tell  the  end  of  a 

bear  market,  we're  convinced,  is  when 

your  stocks  go  up  instead  of  down. 

—Alan  Abelson  in  Barron's. 

*  »     * 

The  best  way  to  leave  the  stock 
market  with  a  small  fortune  is  to  en- 
ter it  with  a  large  one. 

—The  Arizona  Republic. 

A  Variety  of  Fuels 

.  .  .  within  ten  or  20  years,  it  may 
be  that  in  any  one  area  power  will  be 
generated  by  methane  from  organic 
products,  heat  from  the  earth,  nuclear 
source  as  well  as  fossil  fuels,  with 
power,  in  peak  periods,  provided  by 
windmills  or  pumped  storage  systems. 
Homes  would  be  heated  or  cooled  by 
solar  energy. 

Transportation  may  depend  in  part 
on  energy  stored  in  batteries  or  fly- 
wheels, as  well  as  on  the  burning  of 
hydrogen  or  of  alcohol  derived  from 
crops  and  forest  products.  In  view  of 
this,  Dr.  H.  Guyford  Stever  [director 
of  the  National  Science  Foundation] 


said,  "It  would  seem  unwise  at  the 
moment  to  place  our  bets  too  heavily 
in  favor  of  any  one  approach— as  we 
have  tended  to  do  in  the  past." 

In  an  effort  to  reduce  the  heavy 
power  losses  that  result  from  long- 
range  transmission  of  electric  power, 
he  said,  the  National  Science  Founda- 
tion is  sponsoring  an  assessment  of 
"energy-industrial  centers."  It  has 
been  estimated  that  by  placing  the 
power  plant  and  its  industrial  con- 
sumer close  to  one  another,  fuel  con- 
sumption  could  be   cut   as  much   as 

40% -by    Walter    Sullivan, 

New  York  Times. 

Oil  or  Paper? 

President  Ford  and  Secretary  Kis- 
singer,  who   warned   that   continued 
high   prices   involved   the   risk   of    a 
world   depression,   expect   the  Arabs 
and   other   oil   producers   to   behave 
irrationally— to   exhaust   their   natural 
resources  and  accumulate  billions  of 
dollars  that  they  do  not  need  at  pres- 
ent and  that  will  diminish  in  value. 
—Dr.  M.T.  Mehdi,  secretary 
general  of  the  Action  Committee 
on  American-Arab  Relations. 

Resurrection  ? 

During  the  past  year,  there  has 
been  renewed  interest  in  blimps,  diri- 
gibles and  hybrids.  A  growing  aware- 
ness of  ecological  and  energy  prob- 


lems in  transportation  may  be  partly 
responsible.  .  .  .  Entire  homes  and 
buildings  might  be  moved  from  fac- 
tory to  construction  sites.  Whole-tree 
farming  could  become  a  reality.  .  .  . 
Aerospace  Developments  of  Lon- 
don has  been  working  on  a  giant  air- 
ship under  contract  to  the  Shell  Oil 
Co.  to  transport  natural  gas  in  a  gas- 
eous state.  .  .  .  Combustion  Engineer- 
ing has  entered  into  an  agreement 
with  a  large  aerospace  company  to 
jointly  study  the  airship  as  a  way  of 
moving  large  nuclear  plant  compo- 
nents. ...  If  passenger  airships  ever 
come  about,  I  believe  it  will  be  an 
adaptation  of  an  airship  developed 
for  other  purposes.  .  .  . 

—Senator  Barry  Goldwater 

Creative  Realist 

I  make  pictures  to  tell  a  story,  to 
tell  lies  and  to  amuse.  I  don't  make 
intellectual  complexities  about  my 
work.  I  make  pictures  because  I 
sign  a  contract  and  they  give  me 
an  advance. 

— Federico  Fellini  to  New  York 
Times'  Mel  Gussow. 

Weather  or  Not? 

"What  does  this  mean?"  [Martha 
Mitchell  asked  after  reading  a  com- 
pletely meaningless  weather  report.] 
"Is  it  going  to  rain  or  isn't  it?" 

—on  the  "Panorama"  TV  show. 


SHORTAGES  WILL  BE  WITH  US  AGAIN 

by  M.S.  Forbes  Jr. 


The  worsening  recession  is  eas- 
ing the  material  and  capacity 
shortages  that  have  plagued  the 
economy.  By  next  year  most  short- 
ages should  be  only  a  bad  memory. 

But  this  brings  up  a  salient 
question:  What  happens  when  the 
economy  recovers? 

Unless  capacity  expands  as  it 
has  done  in  the  past,  the  U.S.  will 
proba"bly  undergo  another  round 
of  shortage-induced  inflation. 

The  U.S.  economy,  in  fact,  could 
fall  into  the  "stop-go"  syndrome 
that  has  done  so  much  damage 
to  postwar  Britain. 

Businessmen  are  not  likely  to  ex- 
pand unless  they're  certain  that 
there  will  be  a  firm  market  for 
the  new  production  or  unless  cap- 
ital is  more  readily  available. 
Otherwise  their  companies  could 
end  up  in  financial  trouble.  For 
instance,   it   costs   twice   as   much 


now  to  create  new  steel  or  pa- 
per capacity  as  it  did  only  eight 
years  ago. 

Increasing  the  investment  tax 
credit  from  7%  to  10%  should  stim- 
ulate more  capital  spending— if  the 
capital  is  available. 

The  anemic  equities  market  must 
be  revived.  How? 

One  of  the  most  intriguing  ideas 
is  to  allow  corporations  to  pay 
part  or  all  of  their  dividends  out 
of  pretax  profits.  This  could  give 
common  and  preferred  stocks  ex- 
tremely generous  yields,  making 
them  more  enticing  than  bonds  and 
making  them  something  many  in- 
vestors couldn't  refuse. 

Take  a  company  that  earns  $5 
a  share  pretax.  Today  aftertax  earn- 
ings would  be  $2.60.  Maybe  $1  of 
that  would  be  paid  out  in  divi- 
dends, the  rest  held  for  reinvest- 
ment. Under  the  pretax  plan,  the 


company  could  pay  $2  in  divi- 
dends without  jeopardizing  its  fi- 
nancial health  one  whit.  Of  the  re- 
maining $3,  some  $1.40  would  go 
to  the  Treasury.  The  company  could 
still  retain  $1.60. 

President  Ford  took  a  step  in  this 
direction  by  proposing  that  certain 
preferred  stock  dividends  be  pay- 
able out  of  pretax  eariings. 

Unfortunately,  the  new,  more 
Democratic  Congress  will  probably 
kill  anything  that  smacks  of  giving 
tax  breaks  to  big  business.  They 
will  "reflate"  demand  without  in- 
suring that  there  will  be  an  ade- 
quate supply  to  meet  it. 

As  John  Kenneth  Galbraith  so 
apdy  observed,  "It  is  far  more  fun 
fighting  recessions  than  fighting 
inflation." 

Which  means  that  in  the  future, 
there  will  probably  be  no  shortage 
of  shortages— or  inflation. 
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"You  can  probably  name 

the  best  known 
automatic  typewriter. 

Guess  who  makes  one 
that's  twice  as  fast? 


We've  hidden  a  clue  in  the  picture  on  the  right. 

Surprised? 

Well,  you're  looking  at  the  new  Xerox  800 
electronic  typing  system. 

An  automatic  typewriter  with  a  memory,  that 
can  type  by  itself  at  the  incredible  rate  of  up  to  350 
error-rree  words  per  minute. 

And  our  typewriter  has  a  combination  of 
features  that  the  other  automatic  typewriter  doesn't. 

Features  like  automatic  carriage  return.  Reverse 
printout.  Right  margin  justification.  And  pica,  elite, 
and  proportional  spacing.  All  on  one  machine. 

All  of  which  means  that  typing  gets  done  faster, 
and  looks  better  than  it  ever  did  before. 

The  new  Xerox  800  electronic  typing  system. 

Years  ahead  of  its  time.  And  about  175  words 
per  minute  ahead  of  the  best  known  automatic 
typewriter. 
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"Gold  be  damned, 
ting  my  money  in  the  mattress'.' 

More  good  things  have  been  decided  over  Grand  Marnier  than  any  other  drink  in  the  worl< 


rs,  I  iri .  //j',  i  iMh/Wr..  nyc  loo. v  Produi 


Forbes 

Brinksmanship,  Petrostyle 


It's  your  petromoney, 
the  U.S.  seems 
to  be  telling  the  Arabs. 
Don't  look  to  us 
to  recycle  it  for  you. 


If  nothing  else  does  the  trick,  a 
flood  of  Arab  money  may  push  in- 
terest rates  down  to  levels  many  peo- 
ple never  expected  to  see  again.  As  a 
result  we  could  have  a  continued 
strength  on  Wall  Street,  a  revival  of 
housing  and  a  general  restoration  of 
shattered  capital  markets.  Equilibri- 
um in  balance  of  payments,  rudely 
shattered  by  the  quadrupling  of  oil 
prices,  might  be  restored. 

A  tempting  prospect,  that.  But  to 
bring  it  about,  Secretary  of  the  Trea- 
sury William  Simon  and  the  Ford 
Administration  are  resorting  to  some 
pretty  strong  brinksmanship. 

Simon  is  saying,  in  effect,  that  the 
U.S.  will  not  underwrite  the  recycling 
of  the  flood  of  petrodollars.  The 
Arabs  will  have  to  do  it  themselves. 
The  ball,  he  makes  clear,  is  in  their 
court,  not  in  ours. 

Simon  recently  told  Forbes:  "There 
are  all  kinds  of  mechanisms  for  han- 
dling the  recycling  problem  right 
now.  You've  got  the  Eurodollar  mar- 
ket, the  commercial  banking  system, 
bilateral  aid  from  one  country  to  an- 
other, organizations  like  the  Interna- 
tional Monetary  Fund  and  the  World 
Bank— and  even  loans,  direct  aid, 
from  producer  nations." 

Paul  Volcker,  who  until  this  sum- 
mer was  Treasury's  Under  Secretary 
for  Monetary  Affairs  and  now  is  at 
Princeton's  sWoodrow  Wilson  School, 
sums  up  the  case  for  the  Simon 
policy:  "If  the  U.S.  is  too  forthcom- 
ing, we  end  up  lending  all  the  money 
and  taking  all  the  risk.  What  we're 
trying  to  do  now  is  push  as  much  of 
the  risk  and  expense  as  possible  back 
on  the  Arabs.  Most  of  the  big  recy- 
cling techniques  boil  down  to  the 
question  of  who  provides  the  loan 
guarantees  to  whom." 

Quite  obviously,  the  oil  nations 
have  been  waiting  for  some  kind  of 
guarantees.  While  awaiting  them,  the 
Mideasterners  were  putting  most  of 
their  new-gotten  gains  into  overnight 


bank  deposits  or  short-term  certifi- 
cates of  deposit.  But  the  flood  of  oil 
money  has  just  started.  At  the  mo- 
ment, the  combined  bank  deposits  of 
the  big  oil  countries  probably  do  not 
exceed  $20  billion.  Every  month,  how- 
ever, their  surplus  swells  by  nearly 
$5  billion.  By  1980  the  oil  potentates 
may  well  have  accumulated  $500  bil- 
lion over  and  above  what  they  can 
sjpend. 

The  big  banks  are  already  yelling, 
"Enough!"  Several  top  U.S.  bankers 
have  said  they  can't  absorb  much 
more  Arab  money.  They  have  their 
own  problems:  The  Federal  Reserve 
Board  doesn't  want  their  capital 
spread  too  thin.  "The  real  concern," 
says  Chase  Manhattan  economist 
Lawrence  Brainard,  "is  whether  the 
banks  want  that  [oil]  money  at  all." 

Danger  Ahead 

Disagreeing  with  Simon's  free-mar- 
ket approach,  some  critics  think  the 
U.S.,  as  the  world's  strongest  econom- 
ic power,  had  better  do  something 
about  the  situation.  Otherwise,  long 
before  1980  the  entire  world  could 
be  plunged  into  depression  and  civil 
strife.  The  critics  argue  that  the  stakes 
are  too  high  for  brinksmanship. 

The  reasons  are  quite  obvious. 
When  the  Mideasterners  get  the  mon- 
ey for  their  oil,  they  are  pulling  it 
out  of  the  economies  of  the  industrial 
countries.  When  oil  was  $3.50  a  bar- 
rel, that  was  no  problem.  They  spent 


the  money  as  fast  as  they  earned  it, 
in  effect,  plowing  funds  back  into  the 
industrial  economies  through  orders 
for  goods  and  services.  But  most  of 
the  oil  countries  can't  spend  the 
present  level  of  payments  nearly  fast 
enough,  even  though  their  imports 
jumped  300%  in  the  past  two  years. 
Hence  all  the  talk  of  "recycling."  A 
way  must  be  found  to  get  this  money 
moving  again  and  not  just  piling  up 
as  idle  balances.  The  stakes  are  big: 
This  year's  oil  surplus  will  equal  near- 
ly 10%  of  all  world  trade. 

Secretary  Simon  thinks  the  answer 
is  very  simple:  Let  the  oil  producers 
invest  through  the  various  money 
markets  in  the  industrial  countries. 
When  banks  have  taken  all  they  can 
handle,  the  Arabs  can  buy  govern- 
ment securities,  and  later,  long-term 
corporate  bonds,  even  common  stocks. 
Thus  the  petrodollars  will  go  back 
into  circulation.  And  the  Arabs  will 
have  earning  assets. 

Well  and  good.  But  there  are  big 
hitches.  For  example,  the  Arabs  are 
worried  about  inflation.  They  would 
like  some  cost-of-living  protection  for 
their  investments.  Who  will  give  it  to 
them?  Second,  there  is  the  problem 
of  the  weaker  industrial  nations,  such 
as  Italy,  Denmark,  Britain  and,  a  bit 
further  down  the  road,  Japan.  Not 
unnaturally,  the  Arabs  would  prefer 
to  invest  their  petrodollars  in  the  U.S. 
or  Germany.  How,  then,  would  Italy 
get  back  the  money  it  pays  for  oil? 
In  desperation,  Italy  and  other  eco- 
nomically weak  industrial  nations 
would  be  tempted  to  start  a  trade 
war  to  earn  more  foreign  exchange 
to  pay  the  Arabs.  "If  this  happens," 
says  Yale  Professor  Richard  Cooper, 
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a  leading  international  economist, 
"we'll  get  a  gradual  unraveling  of  the 
system  of  world  economic  coopera- 
tion that  we've  painstakingly  built." 

What  about  the  less-developed  na- 
tions—India, Africa,  much  of  Latin 
America?  There  is  no  way  they  can 
earn  the  petrodollars  they  need.  Who 
will  lend— or  give— to  them? 

While  Simon  does  not  direcdy  say 
so,  he  leaves  little  doubt  why  he  feels 
that  the  problem  is  as  much  a  prob- 
lem for  the  Arabs  as  for  the  industrial 
countries:  Their  oil  hasn't  much  value 
if  no  one  can  pay  for  it.  If  Italy,  say, 
ceases  being  a  customer,  who  will 
buy  the  $20  million  worth  of  oil  it 
uses  every  day?  To  an  extent,  the 
Arabs  can  cut  back  production,  but 
at  some  point  their  whole  jacked-up 
price  structure  might  collapse  under 
the  weight  of  unsold  oil. 

It  is  rather  like  the  manufacturer 
whose  best  customers  are  in  trouble. 
He  can  cut  off  their  credit  and  cut 
production— and  go  into  the  red.  Or 
he  can  try  to  find  ways  to  keep  them 
solvent.  It's  the  old  story:  If  a  man 
owes  you  enough  money,  you're  not 
his  creditor,  you're  his  partner. 

The  clear  implication  is  that  the 
Arabs  and  the  industrial  countries  are 
in  the  same  small  boat.  The  Arabs, 
therefore,  had  better  make  conces- 
sions. They  can  cut  prices.  Or  they 
can  finance  their  customers.  But  what 
if  they  don't?  The  U.S.  has  far  more 
to  lose  than  the  Arabs.  That's  why 
critics  think  Simon's  brinksmanship 
won't  work.  They  would  like  to  see 
the  U.S.  step  in  and  offer  to  handle 
the  recycling.  Being  the  richest  na- 
tion, we  have  the  most  at  stake. 

Simon's  answer,  in  effect  is:  Don't 
panic.  Let  nature  take  its  course. 

There  is  some  evidence  that  nature 
is  taking  its  course.  So  far  this  year, 
the  Federal  Reserve  System  has  pur- 
chased $5  billion  worth  of  govern- 
ment securities  for  foreign  buyers. 
The  owners'  identities  are  undis- 
closed, but  who  else  except  the  Arabs 


have  that  kind  of  money? 

This  might  have  been  a  factor  in 
September's  sharp  drop  in  U.S.  Treas- 
ury bill  interest  rates.  At  the  start 
of  the  month,  the  rate  was  9%;  at 
month's  end  it  was  all  the  way  down 
to  6.5%. 

If  money  follows  its  natural  course, 
oil  producers  will  now  start  looking 
for  a  better  return.  Their  funds  will 
start  oozing  into  the  medium-term  and 
longer-term  markets.  This  may  already< 
be  happening.  According  to  The  Eco- 
nomist, British  local  governments  are 
now  doing  the  bulk  of  their  financ- 
ing overseas,  and  there  is  so  much 
money  available  that  the  rates  they 
pay  have  dropped  from  15%  to  12%. 

Elsewhere,  too,  starts  have  been 
made  on  longer-term  recycling.  The 
Arabs  themselves  have  made  aid  com- 
mitments of  $13  billion  to  underde- 
veloped nations,  mosdy  in  poorer  Arab 
states  and  in  black  Africa.  Indirecdy, 
much  of  this  money  will  return  to  the 
industrial  countries  in  orders  for  ma- 
chinery and  consumer  goods.  Arab 
nations  have  also  paid  $900  million 
to  the  IMF's  oil  facility  and  invest- 
ed $1.2  billion  in  World  Bank  bonds. 
Iran  has  made  direct  loans  and  in- 
vestments in  Britain,  France  and  In- 
dia. All  this  looms  small  in  terms  of 
the  amount  to  be  recycled,  but  it  is 
a  promising  start. 

Once  medium-term  interest  rates 
go  down,  the  next  step  might  be  for 
petrodollars  to  flow  into  corporate 
lending  and  into  stocks  and  property. 
Not  because  the  Mideasterners  want 
it  that  way,  but  because  they  have 
no  other  choices. 

Admittedly,  it  is  a  gamble.  Simon, 
a  former  Wall  Street  Salomon  Bros, 
bond  trader,  tends  to  think  in  terms 
of  free-market  solutions  rather 
than  government-imposed  ones.  "Of 
course,"  he  says,  "if  something  new 
is  needed  later,  we'll  support  it."  But 
for  now  at  least  he  seems  to  regard 
brinksmanship  as  the  least  risky 
course  in  a  very  risky  situation.   ■ 


Where  The  Oil  Money  Has  Gone— So  Far 

Cash  surpluses  of  the  oil  nations  as  of  Oct.  31  are  only  a  trickle  in 
the  coming  flood.  The  banks,  to  date,  have  probably  absorbed  half  of 
this,  but  they  can't  handle  much  more.  Either  the  Arabs  and  other 
oil  nations  will  have  to  find  vast  new  investment  outlets  or  the  whole 
system  faces  collapse. 

Eurodollar  bank  deposits 

United  States— bank  deposits  and  government  securities 

Europe  and  Japan— mostly  direct  loans  and  investments 

Great  Britain— bank  deposits  and  government  securities 

Underdeveloped  countries— loans  and  grants 

International  agencies— IMF,  World  Bank 

TOTAL 


$14.5  billion 

9.0 

5.0 

3.8 

3.5 

2.2 
$  38  billion 


Sources:  U.S.  Treosury,  Morgan  Guaranty  Trust  Co.,  Forbes  estimates. 


A  Corporate 
Moby  Dick 

Like  Captain  Ahab' 

and  his  whale,  Bill  Norris 

was  single-minded  in  his 

pursuit  of  IBM  in  computers. 

The  effort  almost  sank 

Control  Data,  and  Norris 

now  seems  ready  to  settle 

for  smaller  fish. 

Ever  since  General  Electric  and 
RCA  got  out  of  the  computer  main- 
frame business,  everyone  has  been 
wondering:  Who's  next?  Stop  wonder- 
ing. It's  Control  Data  Corp. 

No,  CDC  didn't  quietly  sell  out  to 
NCR  Corp.— as  has  been  rumored 
for  the  past  few  years.  Nor  is  CDC 
planning  a  massive  write-off  and  a 
dramatic  shutdown.  Rather,  Control 
Data  is  slowly  phasing  itself  out  of 
the  mainframe  business  after  a  brave 
but  doomed  effort  to  compete  head 
on  with  International  Business  Ma- 
chines. It  may  take  years  before  the 
job  is  done,  perhaps  1980  or  later. 
But  nonetheless,  the  process  has  al- 
ready begun. 

Control  Data's  once-famous  re- 
search group  at  Chippewa  Falls,  Wis., 
led  by  Seymour  Cray,  has  been  dis- 
banded and  the  facility  closed.  The 
STAR  computer,  a  giant  machine  that 
once  seemed  to  offer  the  company  a 
great  future  in  the  mainframe  busi- 
ness, is  about  to  be  shelved  too. 

Everywhere,  CDC  is  pulling  back. 
Last  spring  the  company  brought  out 
a  new  line  of  computers,  the  CYBERI 
170,  which  may  well  be  the  last  to 
bear  the  company's  nameplate.  CDC! 
does  have  a  deal  with  NCR,  whereby! 
future  computer  mainframes  for  both 
companies  will  be  developed  jointly. 
CDC's  Chairman  William  C.  Norris. 
claims  that  maybe  in  1977  the  joint 
deal  will  produce  a  new  computer 
line.  Norris  says  "Maybe,"  but  skeptic*' 
say  "Never."  Computer  expert  Dr^ 
Herbert  Grosch  believes  that  once 
Chairman  Norris,  now  63,  ret  ins 
NCR  may  even  buy  up  what's  left  of 
CDC's  mainframe  business. 

A  plain-talking  man,  who  speaks  in 
a  staccato  fashion   and  likes   to 
the  wooden  ends  of  his  chair  with  a 
pencil  when  he  zeros  in  on  a  point 
Norris  makes  it  clear  that  the 
pany   received    a   brutal    jolt    in    tin 
third  quarter  of  this  year.  That's 
the  Union  Bank  of  Switzerland 
denly,  and  without  giving  it  n 
canceled  its  big  contract  with  * 
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As  a  result,  CDC  had  to  write  off  some 
$30  million  in  related  costs. 

"I  went  over  to  Switzerland  to  solve 
the  problem,"  explains  Norris.  "Their 
object  was  to  get  out  of  the  con- 
tract. Had  I  known  that,  I  would 
have  sent  someone  else.  I  don't  like  to 
attend  funerals."  Rap,  rap,  rap. 

"That  marked  the  end  of  an  era. 
That  and  the  STAR."  Rap,  rap. 

For  some  years  Norris  struggled  to 
break  out  of  the  company's  tradition- 
al scientific  and  governmental  mar- 
kets, which  in  the  past  have  had  use 
for  CDC's  big  "number  crunching" 
computers  but  now  are  turning  away. 
Early  on  in  the  development  of  the 
STAR  computer,  CDC  was  tailoring 
a  machine  for  the  manufacturing  mar- 
ket. It  even  had  a  fat  order  from  Gen- 
eral Motors.  Rut  GM  changed  its 
mind  and  canceled.  The  cancellation 
of  the  bank  order  was  the  last  blow  to 
STAR.  To  continue  investing  huge 
amounts  of  money  in  such  machines 
no  longer  made  sense. 

"It's  no  longer  possible  to  manage 
a  company  in  the  normal  sense  when 
you  make  such  huge  investments," 
Norris  says.  "They  manage  you." 

"There's  still  a  big  market  out  there 
for  big  computers,  but  not  the  money 
to  go  with  the  requirements.  That 
has  changed  remarkably  in  the  last 
four  or  five  years."  Rap,  rap,  rap. 

Small  Change 

So  far  as  capital  is  concerned,  Con- 
trol Data  is  not  an  insignificant  com- 
pany. Its  total  assets  at  the  start  of 
the  year  were  close  to  $1.8  billion. 
.  Rut,  as  things  have  turned  out,  that 
is  almost  small  change  in  the  comput- 
er business;  International  Rusiness 
Machines  has  more  in  cash  alone  than 
Control  Data  has  in  total  capital. 

Nor  can  Norris  any  longer  go  to  the 
money  market  for  reinforcements.  In 
the  happy  days,  its  stock  was  excel- 
lent currency,  both  for  acquisitions 
and  for  money-raising.  In  the  late 
Sixties  it  sold  as  high  as  four  times 
book  value  and  more  than  50  times 
earnings.  As  recently  as  1972  it  was 
able  to  sell  1.2  million  fresh  shares 
to  the  public  at  a  price  of  $76.50. 
Last  month  it  sold  for  13£-a  75% 
discount  from  book  value  and  at  less 
than  four  times  1973  earnings. 

Commercial  Credit  Corp.,  which 
Control  Data  acquired  in  1968,  was 
supposed  to  be  a  milk  cow  to  provide 
cash  for  computers.  Rut  now  CCC  is 
having  troubles  of  its  own.  It  is  being 
badly  squeezed  by  interest  rates,  and 
its  casualty  insurance  business  is  fac- 
ing higher  claims  expenses.  At  the 
nine-month  mark,  CCC's  earnings 
were  down  to  $26  million  from  last 
year's  $33  million.  With  the  computer 
business  now  in  the  red,  Control  Data 


Norris  of  Control  Data 

overall  will  do  well  to  earn  $2  a 
share  this  year,  just  over  half  what 
it  earned  in  1973.  Says  Rill  Norris  about 
his  mainframe  computer  venture:  "It's 
not  like  we  were  abandoning  a  gush- 
ing oil  well."  Rap,  rap,  rap. 

Norris  does  not  hide  his  worries 
about  the  immediate  future.  To  make 
sure  everyone  in  the  company  gets  the 
message,  he  has  ordered  all  personnel 
to  take  a  10%  salary  cut  and  is  re- 
quiring all  employees  to  take  five  ad- 
ditional unpaid  holidays  between  now 
and  the  end  of  the  year. 

Control  Data  has  until  next  spring 
to  work  out  the  bugs  in  a  computer 
system  it  installed  at  the  Wright- 
Patterson  Air  Force  Rase  in  Dayton, 
Ohio.  The  contract  is  worth  $35  mil- 
lion if  the  Air  Force  decides  to  buy. 
If  it  doesn't,  and  CDC  is  unable  to 
negotiate  a  new  deal,  CDC  could  be 
left  holding  a  very  costly  bag. 

Then  there's  the  STAR.  The  com- 
pany spent  roughly  $75  million  and  at 
least  seven  years  designing  and  build- 
ing the  machines.  The  first  of  two 
orders  has  been  delivered  to  the 
Lawrence  Research  Laboratory  at 
Livermore,  Calif.  Once  installed  and 
accepted,  those  two  will  bring  in 
around  $20  million.  A  third  STAR 
machine  is  being  built  for  NASA.  The 
fourth  is  going  to  be  swallowed  by 
CDC's  data  service  network,  which 
really  means  the  company  isn't  going 
to  make  any  money  on  its  investment. 
In  fact,  it's  possible  that  CDC  could 
lose  money  on  the  overall  project. 

Problem  Solver 

Having  finally  realized  that  CDC's 
future  as  a  mainframe  maker  is 
limited,  Norris  obviously  wants  to  con- 
centrate on  his  other  big  businesses. 
One  of  the  best  is  in  providing  time- 
sharing; by  linking  terminals  to  one  of 
the  company's  16  giant  computer 
centers  in  the  U.S.,  Europe,  Australia 
and  Rrazil,  CDC  makes  services  avail- 
able to  small  as  well  as  big  compa- 
nies. Another  is  in  making  and  selling 
computer  terminals,   other  peripheral 


gear  and  software  to  specific  indus- 
tries to  perform  specific  functions. 

In  the  past  Norris  has  said  that 
software  and  other  services  are  grow- 
ing at  the  rate  of  30%  a  year,  or  2M 
times  as  fast  as  the  hardware  busi- 
ness. Assuming  CDC  makes  no  major 
mistakes,  it  could  end  up  with  the 
biggest  piece  of  what  is  estimated  to 
be  more  than  a  billion  dollars  worth 
of  business.  It  has  competitors,  not- 
ably General  Electric's  time-sharing 
operation,  but  no  one  can  cover  the 
market  the  way  CDC  can.  Its  own 
CYRERNET  operation  concentrates 
on  the  scientific,  engineering  and  gov- 
ernmental markets.  Service  Rureau 
Corp.,  acquired  from  IRM  in  early 
1973  as  the  settlement  in  the  compa- 
ny's celebrated  civil  antitrust  suit 
against  the  computer  giant,  covers  the 
business  and  manufacturing  markets. 
There  is  a  promising  future  here  if 
CDC  can  expand  and  develop  new 
problem-solving  packages. 

To  keep  development  costs  down, 
Norris  has  been  acquiring  software 
houses  and  data  center  operations. 
Some  of  these  acquisitions  have 
worked  out  well,  others  have  not.  For 
example,  recently  it  bought  a  data 
center  in  Rrazil  from  International 
Telephone  &  Telegraph.  Its  equip- 
ment was  outdated  and  CDC  is  hav- 
ing to  scrap  just  about  everything  and 
start  from  scratch.  However,  Norris 
remains  confident  about  the  immedi- 
ate future  for  software  and  data  cen- 
ter operations.  Ry  concentrating  on 
programs  that  offer  a  quick  payoff, 
like  consumer  finance  and  data  pro- 
cessing for  trucking  companies,  he 
hopes  the  company  will  soon  show 
some  handsome  profits. 

Even  without  further  major  invest- 
ments in  mainframes,  Control  Data 
will  still  need  plenty  of  cash  to  hit  its 
selected  targets.  It  wants  to  spend 
$30  million  to  build  a  data  center  in 
Rrussels.  It  has  a  promising  joint  ven- 
ture with  the  Rumanian  government 
to  build  peripheral  equipment  in  East- 
ern Europe.  It  has  plans  to  bring  out 
new  types  of  peripheral  equipment 
for  computers,  such  as  optical-char- 
acter-reading terminals.  All  told,  Con- 
trol Data  is  planning  on  $160  million 
—nearly  $10  a  share— for  technical  ef- 
fort next  year. 

Rut  at  $160  million,  next  year's  ex- 
penditures for  technical  effort  will 
be  $40  million  less  than  last  year. 
What  this  means  is  that  Rill  Norris  is 
finally  giving  up  his  pursuit  of  IRM, 
his  own  Great  White  Whale.  There 
are,  after  all,  plenty  of  smaller  fish  in 
the  sea.  If  Control  Data  can  steer 
through  the  current  stormy  weather, 
its  much-battered  stock,  now  selling 
for  barely  one-fourth  its  asset  value, 
may  yet  make  it  safely  to  port.  ■ 
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Good  News  In  Copper 


When  the  Organization  of  Petroleum 
Exporting  Countries  quadrupled  the 
price  of  oil,  a  glint  lit  up  the  eyes  of 
every  country  with  raw  materials  to 
export.  If  oil,  why  not  bauxite?  Why 
not  copper?  Why  not  you-name-it? 

It  worked  with  bauxite.  Jamaica 
slapped  on  a  sevenfold  export  tax 
increase.  However,  the  price-fixing 
won't  work  with  copper.  And  the 
chances  are  that  the  industrial  na- 
tions don't  have  to  worry  much  about 
a  wide  range  of  raw  materials,  where 
the  situation  is  more  like  copper  than 
it  is  like  oil  or  bauxite. 

Last  June  the  Intergovernmental 
Council  of  Copper  Exporting  Coun- 
tries (CIPEC)  held  a  meeting  in 
Zambia.  Its  members:  Chile,  Zambia, 
Zaire  and  Peru.  These  four  produce 
55%  of  the  world's  exportable  copper. 
It  seemed  a  very  OPEC-like  situation. 

Alas  for  its  members,  it  was  not 
OPEC-like.  When  CIPEC  was  mak- 
ing OPEC-like  noises,  copper  was 
selling  as  high  as  $1.50  a  pound  on 
the  London  Metal  Exchange;  today 
it  is  63  cents.  Even  in  the  U.S.,  where 
prices  fluctuate  less  violently,  copper 
is  down  from  87  cents  to  75  cents 
and  is  still  falling. 


Why  CIPEC  Isn't  OPEC. 

At  CIPEC's  latest  meeting  a  couple 
of  weeks  ago,  there  was  a  lot  of  blus- 
ter about  raising  copper  prices.  But 
the  statements  as  to  how  this  was  to 
be  done  were  vague.  Which  merely 
underscores  CIPEC's  overall  weak-* 
ness.  The  real  agenda  was  more  basic 
and  desperate:  how  to  stop  the  pre- 
cipitous slide  in  copper  prices.  Which 
is  quite  a  difference  from  establishing 
a  price-gouging  cartel. 

Why  did  CIPEC  fail  where  OPEC 
and  Jamaica  prevailed? 

Basically,  the  problem  was  that 
there  is  no  Saudi  Arabia  of  copper, 
that  is,  a  major  producer  that  can 
afford  to  withdraw  from  the  market— 
or  credibly  threaten  to.  Chile,  strug- 
gling with  huge  debts  and  serious 
unemployment,  couldn't  seriously  cut 
its  production  for  a  day;  the  industry 
employs  around  35,000  Chileans,  a 
significant  part  of  the  labor  force.  Nei- 
ther could  Zaire,  Zambia  or  Peru. 
Threats  of  an  embargo  would  be  emp- 
ty,  and  the  world  would  realize  it. 

Even  if  an  embargo  could  be 
started,  it  wouldn't  touch  the  U.S., 
which  is  self-sufficient  in  copper,  un- 
like in  oil. 

There  is  no  Israel  issue  to  unite  the 


major  copper  producers.  For  exam- 
ple, Mexico  is  not  now  a  major  ex- 
porter, but  it  could  be  within  a  few 
years.  Would  Mexico  withhold  de- 
velopment to  protect  the  interests  oi. 
say,  Zaire?  Not  likely.  Except  for 
sentimental  talk  about  unity  in  the 
Third  World,  the  two  have  nothing 
in  common. 

Another  major  stumbling  block  to 
CIPEC's  becoming  an  OPEC  is  that 
the  possibilities  of  substitution  are  far 
greater  with  copper  than  with  oil. 
"There  are  almost  no  short-term  sub- 
stitutes for  oil,"  says  John  Maiers,  cop- 
per specialist  for  the  State  Depart- 
ment's Bureau  of  Economic  Affairs, 
"and  perhaps  long-term  ones  are  not 
adequate  or  easily  available. 

"Copper  is  almost  the  reverse,"  he 
goes  on.  "Aluminum,  zinc,  plastics,  all 
are  very  competitive  substitutes"— es- 
pecially if  copper  is  kept  at  artificially 
high  prices. 

"We  haven't  reached  the  point  yet 
in  metals  where  we  need  more  of 
every  metal  all  at  once,"  observes  Dr. 
John  Morgan,  associate  director  of 
the  Bureau  of  Mines. 

Adds  Harold  Schroeder,  copper 
commodity  analyst  for  the  Bureau  of 
Mines:  "Producers  know  that  if  you 
lose  markets  in  copper,  chances  are 
that  many  of  them  will  be  lost  per- 
manently." In  the  early  Sixties,  Chile 
and  Zambia  sold  large  amounts  of 
copper     below     the     London     price 


Good  News  In  Coffee 


Why  coffee  isn't  like  oil. 

What's  true  of  copper  seems  to  lx' 
true  of  coffee  as  well.  A  year  ago  the 
four  biggest  coffee-producing  nations, 
obviously  encouraged  by  what  the 
Organization  of  Petroleum  Exporting 
Countries  did  for  oil,  banded  together 
to  form  Cafe  Mondial.  Made  up  of 
Brazil,  Colombia,  the  Ivory  Coast  and 
Angola,  Cafe  Mondial  is  trying  to 
supplant  the  International  Coffee 
Agreement,  which  broke  down  after 
the  U.S.  dollar  was  devalued. 

These  four  countries  produce  60f 
of  the  world's  coffee  exports.  Never- 
theless, Cafe  Mondial  has  been  unable 
to  keep  coffee  prices  up.  The  whole- 
sale price  of  Brazilian  coffee  was  75 
cents  a  pound  in  May;  now  it  is  down 
to  63  cents. 

It's  not  that  the  coffee  producers 
didn't  try  to  hold  the  line,  but  it 
has  been  like  bailing  out  a  boat  with 
a  coffee  cup.  One  problem  has  been 
a  bumper  crop.  The  1974-75  crop  looks 
like  it  will  hit  78. 1   million   132-ponnd 
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to     discourage     use     of     substitutes. 

Besides  these,  there  is  another 
major  obstacle:  supply  and  demand. 

Last  year  and  part  of  this,  copper 
consumption  outpaced  supply,  thanks 
to  simultaneous  booms  among  indus- 
trial countries  and  speculative  ex- 
cesses. No  longer.  CIPEC,  in  fact, 
recently  begged  Japan  to  stop  dis- 
gorging her  excess  copper  inventories. 

"There   is   new   copper   production 


Though  lusting  for  higher  copper  prices,  Peruvian  boss,  Gen.  Juan  Velasco 
(left),  and  Chile's  presiding  military  junta  dare  not  take  the  necessary 
steps,  such  as  a  major  cut  in  copper  production.  Balance-of-payments 
deficits  and  more  unemployment  make  even  ruthless  dictators  a  bit  timid. 


coming  on  all  over  the  world,"  says 
Anaconda's  Vice  President  Howard 
Edwards.  And,  alas,  copper's  cus- 
tomers seem  headed  for  simultaneous 
recessions.  Production  of  refined  cop- 
per in  the  Free  World  is  slated  to  rise 
from  7  million  tons  to  over  8  million 
tons  in  the  next  three  years.  Con- 
sumption will  probably  rise  only 
about  half  that. 

Moreover,   if  CIPEC  could  rig  an 


OPEC-like  price,  copper  production 
would  soar  in  the  years  ahead.  "High 
prices  would  make  low-grade  ores 
feasible,"  says  CD.  Michaelson,  boss 
of  Kennecott's  metal  mining  division. 
This  may  be  true  in  oil,  too,  but  only 
over  the  very  long  run. 

So  CIPEC  may  bark,  but  it  will 
lack  OPEC's  bite.  So  far  as  copper 
at  least  is  concerned,  old  Adam  Smith 
is  still  running  things.  ■ 


bags,  up  nearly  20%  over  the  1973-74 
season. 

Another  problem  is  that,  unlike  in 
oil,  Americans,  the  biggest  consumers, 
have  been  turning  their  backs  on  cof- 
fee. A  decade  ago  the  average  Ameri- 
can coffee  fan  drank  4.2  cups  a  day; 
now  he  is  drinking  3.6  cups.  Demand 
has  been  sluggish  elsewhere,  too. 
Worldwide,  export  consumption  has 
risen  only  about  2%  a  year  over  the 
past  five  years. 

A  Forbes  reporter  discovered  the 
headquarters  of  Cafe  Mondial  in  Lon- 
don. She  found  a  little  card  with  the 
name  stuck  above  the  shiny  name- 
plate  of  the  Colombian  embassy.  The 
Colombians  refused  to  talk  at  all  about 
the  group.  When  we  queried  the  Bra- 
zilian embassy,  a  spokesman  simply 
said:  "It's  not  an  organization,  mere- 
ly a  gentlemen's  agreement  for  main- 
taining prices." 

We  did  succeed  in  talking  with 
Georges  N'dia  of  the  Ivory  Coast's 
coffee  delegation  in  London.  "We  are 
not  at  war  with  consumer  countries," 
N'dia  said,  "but  we  must  work  to- 
gether in  our  own  interest."  How?  By 
stockpiling  and  financing  arrange- 
ments.    "Governments     have     ware- 


houses," N'dia  said,  but  added,  a  bit 
sadly:  "There  are  insurance  and  other 
costs.  We  may  have  to  borrow  and 
pay  interest." 

There  are  indications  that  interven- 
tion by  Cafe  Mondial  members  has 
kept  the  price  from  falling  even  more 
sharply.  In  early  September  two 
freighters  took  a  half-million  bags  of 
coffee  on  board  at  New  York  for  an 
El  Salvador  trading  company  and 
carried  them  to  warehouses  in  Tri- 
este for  storage.  Brazilian  and  El  Sal- 
vador interests  are  known  to  have 
spent  more  than  $50  million  buying 
futures  contracts  on  the  New  York 
Coffee  &  Sugar  Exchange.  At  the 
moment,  however,  the  contract  buy- 
ers are  sitting  with  rather  fat  losses. 

"These  actions  have  worked  only  in 
the  sense  that  they  supported  the  price 
a  bit  on  the  downside,"  says  Ray 
Goldberg,  professor  of  agriculture  at 
Harvard  Business  School.  "But  the 
producers'  group  has  shown  no  lev- 
erage on  the  upside." 

Meanwhile,  the  world's  biggest 
roasters,  General  Foods'  Maxwell 
House,  the  Folger  Coffee  division  of 
Procter  &  Gamble  and  Nestles  are 
sitting  with  record  stockpiles— another 


barrier  to  higher  prices.  Stocks  held 
by  all  domestic  roasters  are  current- 
ly 5  million  bags,  against  an  average 
holding  in  the  U.S.  of  only  3  million. 

The  old  coffee  agreement  was  sup- 
ported by  producers  and  consumers: 
Both  were  interested  in  steady  prices 
and  steady  supplies.  There  is  an  argu- 
ment about  why  the  agreement  broke 
down.  The  coffee  countries  say  it  was 
because  the  U.S.  refused  to  agree  to  a 
4-cent  price  increase  to  make  up  for 
the  dollar  devaluation.  But  the  con- 
sumers say  the  breakdown  came  when 
Brazil,  in  the  midst  of  last  year's  poor 
crop,  tried  to  maintain  all  of  her  old 
market  quota  in  the  face  of  pressures 
from  African  countries  seeking  a  larg- 
er share. 

No  sensible  American  wants  to  see 
coffee  prices  come  crashing  down;  we 
have  a  stake  in  the  stability  of  the 
developing  nations.  But  the  experi- 
ence in  coffee  suggests  that  the  an- 
swer to  stable  prices  and  a  fair  shake 
for  the  poorer  producing  nations  does 
not  lie  in  unilateral  action  a  la  OPEC. 
It  lies  in  the  give-and-take  of  interna- 
tional agreements,  where  the  inter- 
ests of  producers  and  consumers  alike 
are  considered.   ■ 
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Casey  At  The  Bat 

Flying  is  a  tough  game,  but  Al  Casey 
is  a  very  different  kind  of  hitter  than  his 
predecessor  at  American  Airlines. 


Albert  Vincent  Casey,  president  of 
American  Airlines  since  last  February, 
is  already  very  proud  of  one  thing  he 
has  done  at  the  big,  formerly  ailing 
airline.  "Look,"  he  says,  "I've  got  the 
costs  of  this  company  right  by  the 
you-know-whats  and  I'm  not  going  to 
let  go." 

Al  Casey  has  a  firm  grip  and  he's 
squeezing  hard.  In  a  business  where 
cost  controls  have  often  been  second 
to  other  matters,  his  cost-conscious- 
ness was  written  in  bold  letters  in  the 
excellent  showing  American  made 
during  August,  traditionally  its  best 
month.  On  a  revenue  gain  of  $23.4 
million  (up  16%),  its  net  income 
jumped  $11.7  million  (up  170%).  In 
an  inflationary  period,  Al  Casey 
achieved  the  considerable  feat  of 
bringing  all  of  American's  revenue 
gain  down  to  pretax  net. 

For  the  first  nine  months  American 
showed  similarly  impressive  improve- 
ment. On  a  $140-million  swing  in 
revenues,  it  produced  a  profit  swing 
of  $62.4  million,  moving  from  a  net 
loss  of  $34.6  million  to  earnings  of 
$27.8  million. 

The  fourth  quarter  is  always  a  poor 
one  for  American,  and  Casey  con- 
cedes there  will  be  a  bit  of  red  ink 
again  in  this  year's  fourth.  But  it  will 
be  nothing  like  the  $13.5  million  af- 
tertax (47  cents  a  share)  that  Amer- 
ican   lost    in    the    fourth    quarter    of 


last  year.  And  the  com- 
pany will  probably  come 
through  the  full  year 
with  earnings  of  about 
85  cents  a  share,  vs.  last 
year's  loss  oi  $1.69. 

Which  is  to  say  that 
American     Airlines     has 
come    at    least    partway 
back   from   its   fast   cor- 
porate tailspin.  In  only  a 
few  years  American  went 
from   being   one   of   the 
most      profitable      com- 
panies in  the  industry  to  being  one 
of  the  least  profitable,  and  its  stock 
slumped  from  almost  50  in  1972  to 
less  than  6  this  year. 

The  recovery  is  by  no  means  com- 
plete. "Don't  write  that  I've  turned 
this  airline  around,"  Casey  warned 
Forbes'  Robert  Flaherty.  "But  it  is 
on  its  way  back.  Even  if  we  have 
a  severe  economic  recession  now, 
American  will  come  through  relative- 
ly well." 

This  year's  probable  earnings,  $24 
million,  give  or  take  a  million  or  two, 
will  still  represent  only  about  1.5%  on 
revenues;  rival  United  Airlines  will 
net  close  to  3%  on  revenues.  Ameri- 
can's profit  will  represent  a  return  of 
just  over  5%  on  total  capital,  vs.  UAL's 
9%  or  so. 

The  bleeding,  in  short,  has  been 
stopped.   The  patient  is  on  his  feet 


Casey 


again,  but  he's  still  only  a  shadow  of 
his  former  self. 

American's  troubles  trace  to  two 
basic  causes.  In  its  traditional  rush  to 
be  first  with  new  equipment,  Ameri- 
can got  itself  overcommitted  to  the 
new  wide-bodied  jets  in  the  late  Six- 
ties. In  the  seven  years  from  1966 
through  1972,  it  laid  out  $1.5  billion 
for  capital  spending.  Traffic,  how- 
ever, did  not  grow  fast  enough  to  ab- 
sorb the  added  seats. 

In  just  2&  years,  starting  in  1970, 
American  took  delivery  of  no  fewer 
than  41  wide-bodied  jets,  one  of  the 
world's  biggest  fleets  of  the  new-type 
craft.  Had  the  growth  of  the  airlines 
kept  up  with  the  old  projections,  this 
might  have  been  an  advantage.  As 
it  was,  the  growth  was  barely  one- 
third  of  what  was  expected.  To  use 
the  new  planes,  American  had  to  cut 
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American's  roots  go  deeply  into  the 
history  of  U.S.  commercial  aviation. 
Before  his  transatlantic  flight,  the 
late  Charles  Lindbergh,  the  "Lone  Ea- 
gle" (left),  flew  mail  and  was  senior 
pilot  for  one  of  American's  prede- 
cessor companies.  American  was  put 
together  in  a  series  of  mergers  by 
Cyrus  Rowlett  Smith  (right),  a  Texas 
accountant  who  ran  the  company 
the  way  a  general  runs  an  army. 
Smith  was  a  stickler  for  efficiency, 
for  on-time  service  and  for  treating 
the  customer,  in  his  own  words,  "like 
the  Little  King."  After  Smith  depart- 
ed to  become  Secretary  of  Commerce 
for  President  Lyndon  Johnson,  Ameri- 
can lost  much  of  this  spirit,  and  is 
now  struggling  to  regain  it.  Says 
Smith,  "American  has  a  real  oppor- 
tunity here.  There's  so  damned  lit- 
tle courtesy  left  these  days.  You  get 
insulted  nearly  everywhere  you  go." 
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back  on  the  frequency  of  its  service, 
taking,  say,  two  smaller  jets  out  for 
every  new  big  one  put  on.  The  di- 
minished schedules  made  American 
less  convenient  and  cost  it  market 
share.  After  1969  American  either  lost 
money  or  made  only  marginal  prof- 
its. "We  were  trapped,"  says  Senior 
Vice  President  Donald  Lloyd-Jones, 
"by  our  tradition  of  being  first." 

To  keep  its  planes  busy,  American 
went  after  new  routes.  But  the  Civil 
Aeronautics  Board  had  a  policy  giv- 
ing the  best  new  routes  to  smaller, 
weaker  lines,  and  the  Board  had  not 
yet  recognized  that  American  was  no 
longer  the  powerhouse  of  its  industry. 
American  did  break  into  the  Carib- 
bean, but  its  east-west-oriented  route 
structure  didn't  grow  as  much 
as  American's  more  tourist-oriented 
north-south  rivals.  It  was  permitted 
to  fly  to  the  South  Pacific,  but  this 
low-density,  high-cost  route  was  a 
disaster.  American  lost  $30  million 
there  before  suspending  the  service 
early  this  year. 

Equally  bad,  if  not  worse,  was  what 
happened  to  American's  management. 
In  1968,  Cyrus  Rowlett  Smith,  Amer- 
ican's tough  old  pioneering  leader, 
retired.  Smith  had  been  a  stickler 
about  morale  and  service.  He  ran  the 
show  much  as  a  George  Patton-type 
general  would  run  an  army.  He  mixed 
with  the  troops,  even  shooting  craps 
with  the  boys  on  occasion,  but  he 
never  let  them  forget  that  their  first 
obligation  was  to  create  and  to  keep 
satisfied  customers. 

Successor 

He  was  replaced  by  George  Spater, 
formerly  American's  general  counsel. 
Spater  was  an  extremely  intelligent 
but  rather  easy-going  man.  It  was  the 
old  story  again:  Strong  founders  rare- 
ly pick  strong  successors.  "Spater," 
says  a  departed  American  executive, 
now  in  a  high  job  in  another  airline, 
"was  a  nice  guy,  but  nice  guys  don't 
build  great  airlines." 

Spater  was  a  thoughtful  and  well- 
meaning  man.  He  seemed  to  do  all 
the  right  things.  But  when  he  toured 
the  facilities,  as  C.R.  Smith  had  done 
before  him,  he  seemed  stiff  and  for- 
mal. (No  one  could  visualize  George 
Spater  shooting  craps  with  mechan- 
ics.) Spater  brought  to  American's 
board  John  Gardner,  the  founder  of 
Common  Cause.  Spater  was  a  great 
believer  in  management-by-participa- 
tion and  in  sharing  power  and  deci- 
sion-making with  employees.  It  was 
fine  in  theory,  but  it  didn't  work.  "The 
gap  between  the  sweetness  and  light 
that  Spater  preached  and  the  reality 
became  so  great,"  says  another  for- 
mer executive,  "that  cynicism  became 
rampant  among  middle  managers." 
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C.R.  Smith  recalls  Spater  telling  him 
that  he  would  make  no  decisions  with- 
out first  getting  a  recommendation 
from  his  subordinates.  "I  said,"  Smith 
recalls,  '  'That's  a  wonderful  idea, 
George,  but  if  it  works,  what  the  hell 
do  they  need  you  for?' 

"Under  Spater  they  were  commit- 
tee-ing  the  company  to  death  and  no 
one  was  making  any  decisions." 

Airlines  remain,  even  in  this  day 
and  age,  shirt-sleeve  operations 
where  employees  and  bosses  alike 
sometimes  have  to  dirty  their  hands. 
Talk  with  Nicholas  J.  O'Connell  Jr., 
president  of  American's  Allied  Pilots 
Association,  and  he  sounds  much  like 
C.R.  Smith.  "The  pilots  never  had  the 
rapport  with  Spater  that  we  did  with 
his  predecessors.  Pilots  spend  much 
of  their  lives  making  split-second  de- 
cisions, and  they  don't  understand  an 
operation  that  has  to  wait  for  a  com- 
mittee to  decide  everything." 

It  was  Spater 's  indecision,  says 
O'Connell,  that  led  American  into  a 
very  bad  labor  situation  late  in  1972 
and  early  1973.  "We  felt  we  couldn't 
communicate  with  Spater,"  he  says. 
The  result  was  a  pilots'  slowdown  that 
ruined  American's  on-time  record  and 
made  passengers  miss  appointments 
and  connections.  American's  reputa- 
tion for  service,  built  up  patiently,  al- 
most fanatically,  by  C.R.  Smith  over 
40  years,  began  to  come  apart. 

The  deterioration  had  begun  to 
show  up  in  the  fall  of  1972.  Before 
that  nearly  all  the  lines  were  affected 
equally  by  the  slowed  growth.  But 
now  the  wide-bodied  planes  began  to 
hurt:  They  meant  more  seats  avail- 
able and  fewer  departures.  The  latter 
cost  American  its  traditionally  healthy 
.market  share  on  some  of  its  key 
routes.  So,  pinched  from  two  sides, 
American  entered  1973  in  sad  shape. 

For  the  first  five  months  of  1973 
the  customer  backlash  from  the  Amer- 
ican pilots'  slowdown  kept  their  cus- 
tomer service  in  turmoil.  Meanwhile, 
Spater  publicly  disclosed  that  two  key 
executives  were  taking  kickbacks 
from  suppliers:  Marketing  executive 
Walter  J.  Rauscher  went  to  jail,  and 
sales  promotion  manager  Juan  Horns 
i^  still  a  fugitive  in  Portugal. 

By  the  middle  of  1973,  employee 
morale  and  customer  service  were 
falling  fast.  As  a  result,  the  summer 
quarter,  which  is  when  American  nor- 
mally makes  the  bulk  of  its  profit, 
was  a  disaster  last  year,  with  a  net 
profit  of  only  2  cents  a  share. 

George  Spater  submitted  his  resig- 
nation in  June  1973  and  the  board  ac- 
cepted it  in  September.  It  was  ironi- 
cal that  this  well-meaning  man  was 
finally  brought  down  by  the  revelation 
that  he  had  illegally  contributed 
$55,000    to    Nixon's    1972    campaign 


By  agreement,  airlines  do  not  talk 
publicly  about  their  safety  records 
—why  remind  the  customers  of  un- 
pleasant possibilities?  The  fact  is, 
however,  that  American's  safety 
record  is  the  best  of  any  major  U.S. 
airline.  Its  $40-million  flight-train- 
ing school  in  Dallas  is  widely  re- 
spected and  brings  in  several  mil- 
lion dollars  a  year  in  revenues 
from  teaching  pilots  for  other  lines. 
Amusing  sidelight:  In  preparation 
for  his  role  in  MCA's  new  movie, 
Airport  1975,  Charlton  Heston  took 
lessons  to  control  a  747  from  Amer- 
ican pilots  at  the  Dallas  center. 


Stuck  with  too  many  of  Boeing's  monster  wide-bodied  747s,  16  of  them, 
American  Airlines  has  managed  to  get  rid  of  two  by  transferring  them  to 
freight  service.  But  air  freight  also  has  its  limitations.  For  one  thing,  being 
expensive,  it  is  difficult  to  push  during  a  recessionary  climate.  So  American 
has  sold  four  of  its  other  747s.  Another  747  is  being  used  for  charter  flights. 


while  American  was  attempting  to 
merge  with  Western  Airlines  and  use 
more  of  its  wide-bodied  planes. 

In  the  end,  it  was  not  dishonesty, 
it  was  ineffectualness  that  got  George 
Spater  into  trouble.  * 

After  Spater  quit,  C.R.  Smith  came 
out  of  retirement.  Recalling  that  pe- 
riod, C.R.  Smith  remembers:  "I  said 
to  myself,  'I'll  try  to  be  out  of  here  in 
six  months.  I'll  be  doing  whoever 
comes  in  after  me  a  hell  of  a  favor  if  I 
take  care  of  the  obvious  problems 
now.'  So  I  told  the  then  president 
[George    Warde]    and    the   passenger 

'C.R.  Smith,  a  hardbitten  Texan  and  friend  of 
LBJ,  certainly  knew  the  political  ropes.  Cynics  say 
that  Spater  made  things  worse  for  himself  by  expos- 
ing the  kickback  scandal  instead  of  discreetly  oust- 
ing the  executives  and  being  the  first  to  make  a  clean 
breast  early  in  the  Watergate-related  revelations— 
thus  bearing  the  brunt  of  the  bad  publicity.  "George," 
says  an  old  American  hand,  "didn't  even  know  how 
to  be  dishonest." 


The  Al  &  John  Act    - 

The  story  is  told  that  when  the 
headhunters  first  approached  Al  Casey 
to  take  the  top  job  at  American  Air- 
lines, he  kept  telling  them  that  they 
were  after  the  wrong  guy;  they  should 
talk  to  his  older  brother,  John. 

John  J.  Casey,  56,  less  than  two 
years  older  than  Al,  is  executive  vice 
president  at  rival  Braniff  International. 
John  Casey  told  Forbes  that  he  didn't 
want  to  be  interviewed  for  this  story 
and  then  proceeded  to  talk  for  half 
an  hour  about  his  brother  and  their 
family  life  in  Boston. 

Their  father  had  job  trouble  in  the 
Depression,  and  their  mother,  the  late 
Norine  Casey,  helped  out  by  founding 
a  kindergarten-to-sixth-grade  private 
school,  The  Bartlett  School  in  Arling- 
ton, Mass.  The  school  is  run  today  by 
a  sister,  a  Wellesley  graduate,  also 
named  Norine  Casey. 


marketing  head  [John  Andersen] 
they  would  have  to  make  other 
arrangements  for  themselves." 

In  all,  Smith  furloughed  3,100  peo- 
ple, nearly  10%  of  American's  per- 
sonnel. He  used  the  fuel  crisis  and 
the  resulting  schedule  cutbacks  to  cut 
American's  costs  more  sharply  than 
most  of  his  rivals  did.  And  he  sus- 
pended the  South  Pacific  route. 

Says  Smith:  "I  found  the  top  of- 
ficers were  mentally  relaxed  about 
making  money.  The  first  budget  I 
saw  for  1974— that  was  in  November 
1973— forecast  a  $68-million  loss  for 
the  year. 

"I  put  it  to  them  very  directly.  I 
said,  'Look,  we  ain't  going  to  do  that. 
American  Airlines  is  not  going  to  lose 
$68  million  or  anything  like  it.'  ' 

Smith's  cutbacks  put  an  end  to  the 


relaxed  frame  of  mind.  Five  months 
after  his  return  to  American,  Smith 
was  back  in  retirement,  handing  the 
controls  to  Al  Casey  {see  box,  p.  45). 

Cash  Rich 

Al  Casey  started  life  as  a  financial 
man.  Almost  the  first  thing  he  did 
was  to  check  into  American's  financial 
situation.  He  found  it  was  a  good  deal 
stronger  than  the  earnings  statements 
would  have  suggested.  Although 
American  lost  over  $59  million  be- 
fore taxes  last  year,  it  actually  ended 
the  year  with  more  cash  than  it 
started  with.  It  was  helped  l>\  a 
$21.4-million  tax  refund,  but  the  big- 
gest thing  was  its  healthy  depreciation 
flow.  If  American  can  as  much  as 
break  even,  it  has  a  net  cash  flow  of 
over  $120  million  from  depreciation. 
Since  it  already  has  more  equipment 
than  it  needs,  capital  spending  has 
been  very  light  since  1972.  So,  the 
cash  flows  in  faster  than  it  flows  out. 
American  went  into  1974  in  a  sol- 
vent state,  with  about  $75  million 
in  cash;  it  will  come  out  of  1974  with 
a  good  deal  more  cash  and  a  good 
deal  less  debt;  its  positive  cash  flow 
this  year  will  be  close  to  $100  million 
—or  about  $3.50  a  common  share. 

Right  now  Casey  is  sitting  with 
huge  tax  offsets.  American  has  about 
$159  million  in  tax-loss  carryforwards 
and  another  $82  million  in  invest 
ment  credits.  Although  American  is 
showing  a  24%  tax  rate  on  its  income 
statements,  it  is  not  in  fact  paying 
any  taxes.  The  money  debited  to  taxes 
actually  flows  right  into  the  corpo- 
rate treasury. 

So  much  for  cash.  "There  are  some 
other  goodies,"  Casey  says.  "Em- 
ployee  morale   and   enthusiasm   have 


Mother    Casey    was    evident!)     a 

strong-minded  woman.  When  son  Al 
was  president  of  Los  Angeles'  Times 
Mirror  Co.,  she  once  told  his  boss, 
Norman  Chandler,  that  he  was  pa) 
ing  her  son  too  much.  She  said,  "No 
man  is  worth  more  than  $50,000  a 
year."  (Casey  left  the  Times  Minor 
earning  $300,000.) 

"Al  and  I  were  always  rivals,''  John 
says.  "I  went  to  the  Grey  Prison 
[M.I.T.]  and  Al  went  to  the  Red 
Brick  Factory  [Harvard]." 

There  was  no  question  as  to  who 
was  the  smarter  of  the  two,  says  John: 
"Me."  (Brother  Al  Casey  agrees.) 

Can  Al  Casey  turn  around  Ameri- 
can Airlines,  we  asked? 

"Sure,  because,  like  me,  Al  is  bot- 
tom-line oriented.  The  day  is  over 
in  the  airlines  when  you  bought  big- 
ger   planes    and    productivity    came 


automatically.  Now  you 
must  control  unit  costs, 
have  proper  equipment 
and  good  scheduling. 
The  industry  began  to 
face  its  problems  after 
Labor  Day  1969,  but 
some  [like  American  1 
reacted  late. " 

Not  one  to  let  the  sib 
ling  rivalry  languish 
John  Casey  signed  oil 
with  a  dig:  If  it's  a  good 
low-priced  airline  stock 
you're  looking  for,  Amei 
[can  at  8,  with  no  di\  i 

(lend  and  a  price/ earnings  ratio  ol    16, 
isn't   necessarily  the  best  deal  around, 

John  prefers  Branifl  at  8,  with  a  20 
cent  dividend,  a  price/ earnings  ratio 
ol  six  and  record  earnings  coming  up 
again  this  year, 
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We're  thousands  of  products  for  millions 

of  people. 

But  we're  not  a  conglomerate. 

Because  we  grow  out  of  ourselves 

.  .  .  creating  new  products  from 

existing  technologies.  For  vastly 

different  markets. 

That's  the  secret  of  our  growth. 

It's  why,  over  the  last  10  years, 
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Textile  fabrics;  threads, 
twines  and  yarns. 


Printing  in*s  and  other 
graphic  arts  products. 


we've  had  an  average  annual  growth  rate 
of  15.5%  in  net  profits  before 
extraordinary  items. 

And  why  1 973  was  our  best  year  ever. 
Want  to  know  more?  Write  for  our 
annual  report. 

Bemis  Company,  Inc., 

800  Northstar  Center, 

Mpls.,  MN  55402. 


Plastic 
packaging. 


Getting  offshore 


It  takes  time. 

The  Exxon  gasoline  you're  filling  up  with 

today  may  have  come  from  an  oil  field 

we  started  looking  for  8  years  ago. 


Geological  survey.  Eight  years 
ago,  Exxon  began  to  explore  a 
piece  of  acreage  75  miles  out  in  the 
Gulf  of  Mexico. 

Our  geologists  examined  rocks 
from  the  bottom  of  the  Gulf  and 
along  the  shoreline.  They  used 
special  devices  to  locate  possible 
oil-bearing  rock  thousands  of  feet 
below  the  seafloor. 

From  this  information,  they  cre- 
ated a  vertical  "picture"  of  the 
rock  layers  to  find  strata  that  looked 
promising. 

These  studies  can  take  very  little 
time,  or  up  to  six  years.  This  one 
took  four. 

In  1970,  convinced  that  the 
chances  of  finding  oil  were  good, 
Exxon  bought  the  rights  to  drill  ex- 
ploratory wells.  This  was  the  only 
way  we'd  find  out  for  sure  if  there 
really  was  oil  there. 


Exploratory  drilling.  We  started 
drilling  for  oil  in  mid-1971.  To  do  it, 
we  used  a  mobile  drilling  rig.  The 
cost  of  leasing  and  operating  this 
rig  was  $24,500  a  day. 

Working  round  the  clock,  it  took 
us  25  days  to  drill  the  first  well.  It 
was  8,500  feet  deep— and  we  dis- 
covered gas,  but  no  oil. 

We  then  drilled  a  second  hole. 
This  time,  we  hit  oil.  To  find  out 
how  big  the  field  was,  we  drilled 
several  more  wells.  They  outlined 
the  size  of  the  field  and  confirmed 
that  oil  was  down  there  in  commer- 
cial quantities. 

Exploratory  drilling  can  often 
take  as  long  as  five  years.  We  were 
lucky.  It  had  taken  us  just  two. 

The  next  step  was  to  design  and 
construct  the  oil-producing  plat- 
forms which  would  replace  the 
mobile  rig.  These  huge  platforms 
would  be  anchored  to  the  seafloor 
directly  over  the  field. 


Platform  construction  and 
stallation.  We  started  building  tr 
twin  drilling  and  production  pli 
forms  in  1972.  Construction  toe 
16  months. 

Each  offshore  platform  has  to  t 
built  specifically  for  the  area  it  w 
work  in.  We  have  to  take  into  < 
count  water  depths,  wind  and  wa\| 
action,  earthquake  possibilitie 
and  other  factors.  This  is  why 
platform  built  for  the  relatively  cal 
Gulf  will  be  different  from  one  bu 
for  the  fierce  North  Sea. 

Our  next  step  was  to  tow  the  ste- 
structures  out  into  the  Gulf.  We  the 
sank  them  in  place  in  235  feet 
water,  and  anchored  them  with 
ings  driven  into  the  seafloor. 

Then  we  added  the  platfor 
decks.  These  included  the  crew 
quarters  as  well  as  facilities  f 
producing  the  oil. 


Ml  to  you. 


Production  drilling.  When  every- 
iing  was  shipshape  on  the  plat- 
Drm  in  early  1973,  we  began  to 
Irill  the  first  production  well  that 
/ould  actually  bring  the  oil  to  the 
urface.  We  drilled  four  wells  in 
973,  and  seven  more  in  1974. 

Most  of  the  wells  are  drilled 
traight  down  for  a  few  hundred 
set,  then  slanted  away  from  the 
datform  base.  This  greatly  in- 
:reases  the'area  that  can  be 
apped  from  one  platform. 

Frequently,  we  use  several  plat- 
orms  in  developing  an  oil  field, 
"hese  platforms,  like  the  individual 
veils,  must  be  placed  carefully  to 
nsure  that  the  oil  is  recovered  as 
efficiently  as  possible. 


Underwater  pipelaying.  While 
the*  platform  crew  was  drilling  the 
production  wells,  bargemen  and 
welders  were  busy  laying  the  under- 
water pipeline  that  would  take  the 
oil  from  the  platform  to  shore. 

Aboard  a  pipelaying  barge, 
coated  sections  of  pipe  move  along 
a  track  and  are  welded  together. 
Then  the  welds  are  inspected  by 
X  rays.  The  joints  are  given  the 
same  protective  coating  as  the 
pipe  and  the  continuous  pipe  is 
slipped  down  onto  the  seafloor. 

To  get  the  oil  to  shore  from  our 
new  producing  platform,  we  had  to 
lay  a  section  of  pipeline  that  linked 
our  platform  with  a  main  pipeline 
nearby.  If  this  main  artery  had  not 
existed,  and  we  had  to  lay  one,  then 
the  entire  pipelaying  job  might 
have  taken  several  months.  As  it 
was,  we  did  it  in  one  month. 


Refining  and  delivering  to  you. 

The  crude  oil  that  started  coming 
to  shore  this  year  from  our  produc- 
tion platform  in  the  Gulf  was  carried 
by  another  pipeline  to  a  nearby 
Exxon  refinery. 

Gasoline  made  from  this  crude 
was  shipped  to  Exxon  service  sta- 
tions through  product  pipelines  and 
by  tank  trucks. 

And  the  gasoline  you're  filling  up 
with  today  may  have  come  from  that 
field  we  started  looking  for  eight 
years  ago. 

U.S.  offshore  oil  now  supplies 
11%  of  America's  needs.  Within 
ten  years  it  will  have  to  supply 
considerably  more. 

This  is  why  Exxon  is  looking 
today  for  the  oil  you'll  be  needing 
in  the  1980's. 
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Only  8  NYSE 
trials  have  paid  dividends 
for  93  years  or  more. 


New  *  n-t  Stock  Exchange 


We're  one  of  them. 

Diamond  International  belongs  to  the  world's  most  exclusive 
business  club.  There  are  only  seven  other  members. 

We  started  paying  dividends,  as  Diamond  Match,  in  1882.  (Mak- 
ing us  8th  in  longevity.)  And  we  haven't  missed  a  year  since. 

Last  year  for  example,  we  paid  out  over  $22  million  to  our  share- 
holders. Currently,  we're  paying  at  the  rate  of  $2  per  share. 

How  long  can  we  keep  this  up?  We've  been  saying  that  for 
93  years. 

DIAMOND  INTERNATIONAL 


Diamond  International  Corporation  •  733  Third  Avenue.  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


definitely  made  a  comeback.  Ameri- 
can expects  a  small  increase  in  market 
share  next  year,  about  two-tenths  of 
1%,  but  that  means,  in  money,  about 
$16  million.  And  that's  $16  million 
that  could  be  got  without  adding 
much  in  extra  costs. 

"Provided  all  three  route  swaps  we 
have  asked  for  are  approved  by  the 
Civil  Aeronautics  Board,  our  route 
structure  will  be  more  rational  and 
profitable."  American  would  like  to 
swap  some  routes  with  Frontier  Air- 
lines, Hughes  Airwest  and,  most  im- 
portant, Pan  American.  The  last  would 
be  the  most  important  because  Pan 
Am,  in  exchange  for  American's  sus- 
pended Pacific  routes,  would  give 
American  some  new  tourist  destina- 
tions—like Bermuda. 

Gradually,  Casey  says,  American 
is  getting  a  better  match  of  equip- 
ment and  traffic.  It  has  already  dis- 


posed of  four  of  its  Boeing  747s  and 
has  assigned  one  more  for  charter 
flights.  By  replacing  747s  with  727s 
and  with  Douglas  DC- 10s,  American 
can  fly  with  fewer  empty  seats;  it 
also  can  run  more  frequent  flights. 
Casey  admits,  "We  are  still  using  747s 
where  we  need  DC- 10s  and  DC- 10s 
where  we  need  727s."  But  American 
has  21  new  727s  on  order,  with  de- 
liveries commencing  in  1975  and  ex- 
tending into  1977.  This  will  not 
mean  a  great  deal  of  new  capacity, 
because  American  hopes  to  dispose  of 
some  other  older  planes;  but,  should 
business  show  an  unexpected  pickup, 
American  will  have  the  equipment  to 
handle  it. 

The  big  improvement  in  profitabili- 
ty that  American  has  shown  this  year 
was  achieved,  Casey  argues,  under 
continuing  handicaps.  Trying  to  re- 
store  its   margins   after   a   loss   year, 


American  has  not  been  able  to  spend 
much  relative  to  its  healthier  compet- 
itors. For  example,  it  has  skipped  tele- 
vision this  quarter,  and  on  some  flights 
it  has  obviously  been  skimping  on 
food.  And  it  hasn't  spent  extra  thou- 
sands to  give  peanuts  on  all  flights. 

American,  moreover,  has  not  yet 
created  a  unifying  advertising  theme 
-like  United's  "friendly  skies"  or  Del- 
ta's "Delta  is  ready  when  you  are." 
This,  however,  is  high  on  its  agenda, 
as  are  all  aspects  of  marketing. 

Veteran  fliers  recently  have  re- 
ported mixed  experiences  on  Ameri- 
can. Most  agree  that  service  and  em- 
ployee attitudes  are  better  than  they 
were  a  year  ago,  but  still  a  long  way 
below  American  at  its  best. 

What  are  Al  Casey's  goals?  His  first 
financial  goal,  he  says,  is  an  annual 
profit  rate  of  5%  on  sales-which  for 
1974  would  generate  profits  of  $75 


Brains,  Blarney  &  Optimism 


Al  Casey  says  that  he  accepted  the 
job  of  running  American  Airlines  only 
on  the  condition  that  Chairman  C.R. 
Smith  agree  to  retire  in  a  few  months; 
he  wanted  no  overlap  of  authority. 
C.R.  Smith  confirms  the  story:  "Al 
didn't  want  me  to  stay  around  and 
hold  his  hand." 

This  tells  a  lot  about  Al  Casey.  He 
believes  that  to  do  a  job  a  man  must 
have  a  completely  free  hand.  He 
learned  this  the  hard  way  as  vice 
president  and  treasurer  of  Railway 
Express  Agency,  where  he  went  after 
13  successful  years  as  assistant  vice 
president  and  assistant  treasurer  at 
the  Southern  Pacific  Co.  At  REA,  he 
found  he  was  constantly  having  to 
fight  for  the  authority  to  do  what  he 
wanted  to  do.  "I  learned  then,"  he 
says,  "that  if  the  board  of  directors 
isn't  dedicated  to  the  success  of  what 
you're  doing,  there  is  nothing  you  can 
do  about  it." 

He  moved  over  in  1963  to  a  similar 
job  at  Los  Angeles'  Times  Mirror  Co., 


where  Chairman  Norman  Chandler 
gave  him  full  backing  in  the  diversi- 
fication program  that  helped  take 
Times  Mirror  from  a  $200-million 
company  to  a  $700-million  one.  By 
1966  Casey  was  Times  Mirror  presi- 
dent, but  Chandler  told  him  that  his 
son,  Otis  Chandler,  would  become 
the  top  executive  someday.  Casey  de- 
cided to  move  on:  Too  much  division 
of  authority.  He  was  offered  the  chair- 
manship of  the  Government's  new 
U.S.  Railroad  Association;  but  Wa- 
tergate held  up  his  confirmation  (and 
many  others).  Headhunters  had 
talked  with  him  about  the  top  job  at 
American  Airlines,  but  nothing  had 
come  of  it.  He  was  playing  golf  at 
.Palm  Springs,  Calif,  in  early  February 
1974  when  C.R.  Smith  telephoned 
him  with  the  job  offer. 

Smith  had  come  back  from  retire- 
ment in  September  1973  to  rescue 
American  Airlines  after  it  floundered 
badly  in  the  hands  of  Smith's  suc- 
cessor, George  Spater.  In  his  five 
months  back  at  the  controls,  Smith 
slashed  the  staff,  reduced  schedules 
(aided  by  the  Fuel  Allocation  Pro- 
gram), fired  top  executives  who  he 
ftlt  had  not  measured  up.  "I  had  no 
intention  of  bringing  Casey  in,"  says 
Smith,  "until  I  had  done  a  few  months 
of  tidying  up."  That  way,  Smith  felt, 
Casey,  the  newcomer,  wouldn't  be 
blamed  for  the  tough,  unpleasant 
things  that  needed  to  be  done.  He 
would  start  in  the  new  job  with  a 
clean  slate. 

In  his  new  job,  Casey  will  be  tak- 
ing a  cut  of  over  25%  from  what  he 
made  at  the  Times  Mirror  Co.;  the 
American  Airlines  job  pays  just 
$220,000.  Not  only  is  he  taking  a  cut, 


he  is  taking  a  risk:  Casey  has  no  con- 
tract with  the  board,  which  could,  if 
it  wished,  pitch  him  out  at  any  time. 
"I  said  the  hell  with  a  contract.  I 
don't  want  my  relationship  to  depend 
on  a  piece  of  paper." 

In  fact,   Casey  proudly   tells   how 


he  turned  down  three  other  high 
paying  top  jobs  before  taking  on 
American  Airlines.  He  says  he  turned 
down  all  three  because  he  was  not 
convinced  that  the  powerful  in- 
cumbents would  really  let  go  of  the 
reins  of  authority. 

"I've  got  a  supreme  ego  about  my 
own  capabilities  to  be  needed  and 
wanted,"  Casey  says,  explaining  why 
he  was  willing  to  take  a  pay  cut  to 
get  the  American  Airlines  job.  "I'm 
not  a  big  believer  in  leaving  money 
behind."  He  really  means  that.  In 
spite  of  several  decades  of  extremely 
lucrative  employment,  Casey  does  not 
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The  Mercedes-Benz  280. 

This  year,  some  new  American  cars| 

look  surprisingly  like  it. 

On  the  outside. 


The  original:  the  Mercedes-Ben?  280.  The  "Look-alikes"  tried  to  imitate  us  exterior. 
But  essentials  like  its  engine,  brakes  and  suspension  system  continue  to  escape  them. 


The  "Look-alikes"  are  here. ♦♦  sedans  whose  shapes 

and  sizes  are  remarkably  close  to  that  of  the  Mercedes-Benz  280. 

It  was  bound  to  happen.  We  expected  it.  The  silhouette 

may  look  the  same,  but  that  is  where  the  similarity  ends. 


You  simply  can't  make  a  car  in- 
to a  Mercedes-Benz  by  imitat- 
ing its  appearance.  Or  its  interior. 
Or  any  other  single  element. 

You,  the  driver,  can  prove  this 
to  yourself.  Test  drive  a  280  Sedan. 
Then  put  any  of  the  newcomers 
through  the  same  demanding  test. 
The  difference  will  be  driven  home. 
The  engineering  difference. 

We  don't  fault  others  for  trying 
to  follow  the  lead  of  the  280.  In 
fact,  we  applaud  the  move  toward 
sensibly  sized  sedans.  That's  progress. 

But  we  really  must  question  the 
idea  that  another  car  is  like  a  Mer- 
cedes-Benz because  it  has  a  grille 


like  one.  Or  a  silhouette  like  one. 
An  automobile  either  is  a  Mercedes- 
Benz,  or  it  isn't. 

The  Emperor's  new  clothes 

Look  beyond  the  new  suits  of 


still  offer  you  engines  designed  long 
ago.  That  may  be  hard  to  believe 
but  it's  an  engineering  fa<  t. 

It's  a  different  story  with  Mer 
cedes-Benz.  The  contemporary  en- 
gine in  the  280  Sedan  \va^  designed 


Mercedes-Benz  2H0  grille. 
clothes  that  the  imitators  are  sport- 
ing. It's  the  same  old  story. 

Take   the  engine.  You'll   find 
little  that's  new.  These  cars  may 


American  "Look-alike "  grillt 
specifically  for  the  280  Series;  de- 
signed as  an  integral  part  oi  thJ 
automobile. 

This    modern,    twin   overhead. 


camshaft  engine  directly  meets  de- 
mands of  today's  driving.  It  gives 
you  fuel  economy  without  sacrific- 
ing performance.  No  "Look-alike" 
domestic  sedan  has  anything  like 
the   engine    in   a   Mercedes-Benz 
280.  You'll  instantly  feel  the  differ- 
ence on  your  first  test  drive. 

No  place  to  compromise 

Look  closely  at  the  rear  suspension 
on  any  of  these  "all-new"  domestic 
sedans.  They  still  feature  simple 
wagon  axles.The  axles  are  one  piece 
and  suspended  by  groups  of  leaf 
springs.  When  one  rear  wheel  hits 
a  bump,  the  other  is  jolted  too. 

Now  look  at  the  Mercedes-Benz 
280.  Its  rear  suspension  is  complete- 


gives  you  the  security  of  control 
because  it  helps  the  standard  radial 
tires  stay  on  the  road,  where  they 
belong. 

Although  4-wheel  independent 
suspension  is  far  more  expensive  to 
engineer  into  an  automobile,  it  is 
the  no-compromise  way.  And  at 
Mercedes-Benz,  we  don't  feel  sus- 
pension and  handling  are  places 
to  cut  corners. 

The  only  way 

The  same  can  be  said  for  brakes. 
Certainly  no  area  to  compromise. 
Here  is  one  area  where  American 
sedans  have  made  great  strides.The 
"Mercedes-style"  new  cars  you 
will  see  in  1975  will  probably  have 
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The  2HC:  independent  rear  suspension 

so  a  bumf)  on  the  right  can't  jounce 

the  wheel  <m  the  left 

ly  different.  Each  wheel  has  its  own 
independent  suspension  system. 
That  way,  each  wheel  reacts  to  the 
road   surface    independently.  This 
design  — fully   independent  suspen- 
sion—is also  a  safety  feature.  It 


The  "Look'cdike:"  wagon~type 

rear  suspension  so  a  bump  on  the  right 

must  jounce  the  wheel  on  the  left. 

disc  brakes.  But  where?  On  the 
front  wheels.  Why  are  disc  brakes 
confined  to  their  front  wheels? 

We  have  no  answer  to  that 
question.  At  Mercedes-Benz,  we 
nave  designed  4-wheel  disc  brakes 


into  all  of  our  automobiles  for  years. 
Every  wheel  on  every  Mercedes- 
Benz  has  a  disc  brake  to  stop  it— 
4-wheel  disc  brakes.  We  wouldn't 
engineer  an  automobile  without 
them.  At  Mercedes-Benz,  it's  the 
only  way. 

You  get  what  you  pay  for 

To  be  sure,  a  Mercedes-Benz  280 
is  more  expensive  than  the  domes- 
tic newcomers  that  will  try  to  chal- 
lenge it.  Consider  the  basic  differ- 
ences already  mentioned.  Add  some 
others  like  safety  engineering,  re- 
sale value  and  the  Mercedes-Benz 
commitment  to  quality.  These  are 
fundamentals  you  can't  just  "add 
on."  In  a  Mercedes-Benz  you  get 
what  you  pay  for. 

More  and  more  you  hear  about 
cars  that  have  this  or  that  "just 
like  a  Mercedes-Benz."  But  you 
don't  make  a  Mercedes-Benz  by 
just  trying  to  copy  it. 

The  Mercedes-Benz  280  Sedan. 
Make  an  appointment  to  test  drive 
one.  See  why  a  Mercedes- 
Benz  has  become  the 
standard  other  manufac- 
turers measure  by. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 


'he  Mercedes-Benz  2  HO  Sedan: 

indard  the  others  measure  by 


^Mercedes-Benz,  1974 


million  (about  S2.70  a  share).  He 
thinks  that,  barring  a  real  depression, 
he  can  reach  his  5%  goal  within  two 
or  three  years. 

"That's  not  an  impossible  goal,"  he 
s.  It  would  represent  a  return  of 
only  about  10%  on  investment,  he  says, 
which  is  well  below  the  CAB's  theo- 
retical target  of  12%. 

Wiih  that  kind  of  earnings  and 
with  cash  flow  continuing  to  build  up, 
Casey  could  be  expected  to  turn  his 
attention  to  diversification— which  is 
where  he  made  his  name.  Airlines  are 
cyclical,  capital-intensive  and  regulat- 
ed; ideal  diversification  would  be  into 
businesses  that  are  stable,  unregulat- 
ed and  requiring  relatively  small 
amounts  of  capital.  "But,"  Casey 
says,  "I'm  not  going  to  take  my  eye 
off  the  ball  with  diversification  right 
now."  At  the  moment,  Casey  has  his 
hands     full     with     American's     hotel 


chain,  which  was  put  together  with 
little  foresight,  combining  inns,  con- 
vention centers  and  resort  hotels. 

The  Recession 

In  its  preliminary  report  for  Oc- 
tober, American  revealed  that  its 
traffic  was  down  1.3%  from  a  year 
ago.  Will  recession  and  soaring  fuel 
costs  throw  off  Casey's  timetable  for  a 
return  to  real  profitability?  Some  ana- 
lysts predict  it  will.  At  Oppenheimer 
&  Co.  and  at  Donaldson,  Lufkin  & 
Jenrette,  the  analysts  are  predicting 
that,  the  way  things  are  going,  Ameri- 
can's small  profit  for  1974  will  be 
even  smaller  in  1975. 

Casey,  while  declining  predictions, 
merely  smiles.  The  CAB  recently 
granted  a  4%  rate  increase;  this 
should  yield  an  estimated  $52  million 
next  year.  American's  growing  cash 
hoard  will  yield  a  very  fancy  return 


even  if  interest  rates  continue  to  de- 
cline. And,  as  Casey  never  tires  of 
saying,  he  has  a  very  firm  grip  on 
costs.  "Do  you  realize,"  he  says 
proudly,  "that  in  our  third  quarter, 
excluding  fuel,  our  costs  rose  less  than 
1%.  That's  fabulous!  The  report  wasn't 
out  ten  minutes  when  Eddie  Carlson 
of  United  was  on  the  phone:  'Gee,  Al,' 
he  asked,  'how  did  you  do  it?'  " 

Isn't  Casey  worried  about  the  re- 
cession and  what  the  analysts  are  say- 
ing? "Perhaps,"  he  says,  a  note  of 
sarcasm  creeping  into  his  voice,  "the 
analysts  have  a  gift  of  prophecy,  be- 
cause right  now  I'm  only  budgeting 
quarter  by  quarter.  I  tell  you  this, 
though:  Old  Case  hasn't  written  off 
the  possibility  of  increasing  earnings 
next  year." 

Advice  to  pessimists:  Don't  call  Al 
Casey  out  before  he  has  taken  a  fair 
swing  at  the  ball.  ■ 


possess  much  capital.  He  lost  a  big 
part  of  his  savings  when  he,  along 
with  a  good  many  other  executives, 
was  lured  into  the  disastrous  Geotek 
oil-drilling  tax  shelter.  But  he  has  lit- 
tle bitterness  about  that:  "I've  told 
my  boy  [Casey  has  two  children]  that 
I'm  not  going  to  deprive  him  of  the 
privilege  and  satisfaction  that  come 
with  earning  a  living.  As  they  lower 
old  Case  into  the  ground,  my  hand 
is  going  to  come  out  of  the  coffin  and 
I'll  spend  my  last  five  bucks  for  a 
bunch  of  roses  to  put  on  top." 

A  1943  graduate  of  Harvard  Col- 
lege, Al  Casey  went  on  to  the  Harvard 
Business  School,  where  he  graduated 
in  the  class  of  1948.  One  Business 
School  classmate,  Leonard  Marks  Jr., 
now  executive  vice  president-finance 
of  Castle  &  Cooke,  describes  Al 
Casey:  "He  is  bright  as  hell,  he  has 


the  Irish  blarney,  and  he's  so  op- 
timistic that  other  people  catch  his 
enthusiasm. 

"He  gives  you  a  clear  assignment 
of  goals,  listens  to  your  feedback  and 
perhaps  redefines  the  targets.  Then  it 
is  up  to  you." 

John  Sibley,  who  worked  under 
Casey  at  BEA  and  later  at  the  Times 
Mirror,  adds:  "He's  demanding,  but 
more  by  example  than  by  barking  or- 
ders. If  you  blow  something,  he  lets 
you  know  without  making  a  spectacle 
out  of  you."  Others  who  know  Casey, 
however,  tell  a  slightly  different 
story.  "He's  got  that  hot  Irish  temper," 
says  one.  "And  he  never  lets  you 
doubt  who  is  the  boss." 

In  acquisitions,  Casey  has  the  rep- 
utation of  being  a  tough  negotiator 
whose  amiability  is  only  skin-deep. 
They  still   tell   stories   about   Casey's 


parleys  with  the  late  Lyndon  John- 
son over  the  acquisition  by  Times 
Mirror  of  the  Johnson  television  prop- 
erties in  Texas.  Beportedly,  the  bar- 
gaining got  so  hot  that  Lady  Bird 
Johnson  had  to  mediate  between  the 
pair.  In  the  end,  however,  LBJ  and 
Casey  became  fast  friends,  which 
they  remained.  The  two  talked  to- 
gether four  times  on  the  telephone 
the  day  before  LBJ  died. 

C.B.  Smith  claims  that  Casey  is  just 
what  American  needs:  demonstrated 
ability  to  build  an  executive  team,  to 
restore  employee  morale  and,  when 
the  time  comes,  to  diversify  the  giant 
airline. 

Casey  is  no  airlines  man,  but  may- 
be that  is  an  advantage.  Consider 
what  Edward  Carlson,  a  hotel  man, 
has  done  with  United  Airlines,  once 
a  laggard,  now  a  leader  in  profita- 
bility among  the  giant  airlines.  At  any 
rate,  Al  Casey  now  has  what  he  has 
always  wanted:  A  free  hand  and  a 
really  big  job. 
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Why  would  a  million  dollar  operation 
like  Advance  Electric 
come  to  Allstate 
for  business 


insurance: 


Allstate  is  in  the  business  of 
insuring  businesses.  Small,  medium 
or  very  large. 

And  lately  our  business-business 
has  really  been  growing. 

We're  winning  new  accounts 
from  the  biggest  names  in  the 
business-insurance  field. 

Why?  Service. 

Our  Acc6unt  Executives  and 
Special  Accounts  Managers  do 
everything  they  can  to  tailor 
Allstate  services  and  protection 
to  your  specific  needs. 

Advance  Electric  is  a  successful 
New  Orleans  electrical  contracting 
firm.  In  their  case,  we  developed 
a  single  insurance  package 
to  replace  the  fifteen  separate 
policies  they  were  carrying,  and 
saved  them  money. 


For  the  same  reason  a  billion 
dollar  operation 
like  Potomac 
Electric  Power 
Company  did. 


In  the  case^BH^T  °f  Potomac 
Electric  Power,  we  put  together  a 
different  package — general  liability 
for  PEPCO  along  with 
Workmen's  Compensation  and 
general  liability  coverage  for  its 


contractors  on  the  construction 
of  a  350  million  dollar  power 
generating  unit.  And  placed  a 
loss-control  supervisor  at  their 
service. 

Service.  That's  the  key. 

We're  set  up  to  settle  business 
claims  fast.  With  the  largest 
full-time  staff  of  ciaim  specialists 
in  the  country. 

We  have  the  plans,  people  and 
facilities  to  help  your  business 
with  everything  from  Workmen's 
Compensation,  to  Fleet  Insurance, 
to  Safety  Engineering  Analysis. 

Whether  your  company  has  25 
or  25,000  employees,  talk  to  an 
Allstate  representative. 

Find  out  why  a  growing 
number  of  businesses  are  switching 
to  Allstate. 


/instate 

BUSINESS  INSURANCE 


Available  in  most  states. 
Allstate  Insurance  Company 


Reichhold  helps  rubber 
make  the  good  times 
better  and  the 
tough  jobs  easier. 


Rubber. 

The  family  couldn't  vacation  without  it. 
Nor  could  industry  move  mountains  or  products. 

Reichhold  plays  many  roles  in  today's 
rubber  world— even  though  a  little  of  what  we 
supply  reaches  consumers  as  finished  products. 
But  we  do  supply  many  chemicals  that  make 
rubber  end-products  possible. 

Our  Newport  Division's  emulsifiers  help 
make  SBR  rubber— today's  most  widely  used 
type  of  rubber.  Newport  chemicals  are  also 
used  as  tackifiers  to  add  "stretch"  and 
"stick"  to  rubber. 

RCI  phenolic  resins  increase  rubber's 
strength  and  heat  resistance.  That  means  every- 
thing from  a  drive  belt  to  a  hand  tool  will  last 
longer.  Reichhold  plasticizers  add  many  key 
properties  to  rubber— to  make  it  harder,  or 
softer,  more  flexible,  or  more  rigid.  Properties 
unlimited  for  the  rubber  formulator! 

RCI  supplies  anti-oxidants  and  anti-ozinants 
to  help  preserve  the  life  of  rubber  and  rubber 


products;  in  addition,  we  are  also  a  producer  of 
formaldehyde,  which  is  important  to  the  latex 
process. 

Our  chemicals  help  rubber  do  many  insu- 
lating jobs— everything  from  a  small  grommet 
in  your  hi-fi  to  the  protective  sheath  for  a 
3-inch  high- voltage  cable. 

And  in  one  case  we  do  take  rubber  all  the 
way  to  a  finished  product.  RCI's  Rubber  Latex 
Products  Division  produces  tubing  for  the 
medical  and  laboratory  fields. 

Reichhold  has  successfully  developed  a 
broad  variety  of  products  for  specialized  uses 
in  the  rubber  industry. 

But  that  is  only  one  facet  of  Reichhold's 
50-year  tradition  of  success.  RCI's  half  century 
of  accomplishments  and  growth  has  been 
marked  by  contributions  to  many  industries— 
such  as  electrical,  construction,  paper,  coatings, 
plastics  and  automotive. 

For  details  on  Reichhold's  pattern  of  growth, 
write  for  a  copy  of  our  latest  Progress  Report. 


REICHHOLD 


Reichhold  Chemicals  Inc.  RCI  Building,  White  Plains,  New  York  10603 
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Member  FD I C 


When  the  economy  is  switching  direction, 
managing  your  trust  portfolio  can  be  a  risky 
business.  A  well-thought-out  investment        j 
strategy  however,  can  reduce  the  hazard.     I 

Who  can  help  you  develop  that  strategy? 
Irving  Trust  Company 

Where  there's  more  to  banking  I 

than  just  money  I 


Irving  Trust    A  Charter 
Company        New  York  Bank 


■rOne  Wall  Street. 


Exotic  Eating 


Caviar,  kosher  hot  dogs  and  tacos;  a  not  indigestible  menu. 


Selling  kosher  hot  dogs  in  Texas 
might  not  seem  very  promising,  but 
William  H.  Lane,  50,  has  made  a 
very  good  thing  out  of  it— just  as  he 
has  with  such  assorted  eatables  as 
tacos,  caviar  and  health  food  for  dogs. 
Out  of  such  apparent  odds  and  ends 
he  has  built  Riviana  Foods  into  a 
$420-million  foods  company,  which 
makes  a  better  return  than  such  big 
rivals  as  General  Foods  and  Kraftco. 

In  1960  Riviana's  two  predecessor 
companies  were  smallish  ones  selling 
and  processing  rice.  Lane  was  a  me- 
chanical engineer  from  Tennessee  who 
left  a  job  at  Ingersoll-Rand  to  get  into 
the  food  business. 

Lane  proceeded  to  build  Riviana  by 
acquisition,  but  an  acquisition,  he  rea- 
soned, was  simply  a  financial  transac- 
tion unless  he  could  add  something 
to  it.  A  measure  of  his  success  is 
that  Riviana's  earnings  per  share  have 
trebled  (to  $1.76  a  share  in  the  fiscal 
year  ended  July  31).  This  in  spite  of 
issuing  a  large  number  of  shares  to 
finance  purchased  companies. 

Riviana's    biggest    acquisition   was 


Hebrew  National  Meats.  When  Lane 
bought  it,  Hebrew  National  was  sell- 
ing kosher  meat  and  poultry  in  the 
heavily  Jewish  New  York  and  Miami 
areas.  Now  it  is  big  in  Texas  and  Cal- 
ifornia as  well,  and  Lane  is  slowly 
taking  the  brand  national. 

Lane  has  also  scored  in  the  heavily 
competitive  institutional  food  busi- 
ness. "We  aren't  going  into  hotels  and 
hospitals,"  says  Lane,  "where  we 
would  have  to  compete  with,  say, 
Kraftco."  Instead,  Riviana  sells  pre- 
cooked and  processed  meats  for  Mex- 
ican specialties.  Rice  now  is  only  one- 
third  of  the  volume. 

Eating  Out 

Riviana  also  has  expanded  into  the 
fast-food  business.  First  Lane  bought 
Lum's,  a  chain  of  55  Florida  restau- 
rants, and  Ranch  House  of  America, 
a  chain  of  102  restaurants  operating 
in  the  Southeast.  Riviana  does  not 
buck  McDonald's  or  Kentucky  Fried. 
It  specializes  in  what  Lane  calls 
"semi-white-tablecloth  family  eating," 
where,  he  explains,  "People  come  to 


sit  down,  have  a  beer  and  be  served 
by  a  waitress."  The  restaurants  are 
a  showcase  for  Riviana  products. 

Even  in  pet  foods,  Lane  looks  for 
specialty  niches  in  the  market.  Among 
his  three  pet  food  brands  are  two, 
Prescription  Diet  and  Science  Diet, 
which  sell  medicated  pet  foods  only 
through  veterinarians  and  pet  shops. 

Caviar?  Riviana's  Romanoff  brand 
sold  $4  million  last  year.  There  is  just 
so  much  caviar,  but  Lane  is  finding 
ways  to  rub  Romanoff's  prestige  onto 
other  products.  He  is  currendy  offer- 
ing a  high-priced  line  of  chocolates 
under  the  Romanoff  name,  and  says 
it  is  selling  very  well. 

Right  now  Bill  Lane  is  making  his 
first  major  move  outside  the  food 
field.  In  1973  he  acquired  Artex, 
which  sells  embroidery  kits  for  the 
hobby  market.  Again,  he  is  not  buck- 
ing the  established  hobby-shop  mar- 
ket, but  is  moving  through  a  unique 
distribution  setup.  Artex  sells  via  the 
party  plan,  where  salespeople  arrange 
to  demonstrate  to  groups  in  the 
home.  Lane  plans  to  move  other  prod- 
ucts through  the  Artex  system. 

"Our  idea,"  Lane  explains,  "was  to 
get  strong  regional  brands  that  we 
could  expand  geographically  without 
diluting  earnings."  He  has  done  ex- 
actly that.  ■ 
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Thinking  of  computer  terminals? 


K  *. 


Hazeltine 
3000 


THINK  HAZELTINE! 

Concentrate!  Concentrate  on  quality,  performance,  value,  technical 
support  and  24-hour  service  response  nationwide.  If  your  terminal 
requirements  are  for  timesharing  systems,  minicomputer  systems  or 
polled  network  communications,  we'll  match  your  need  with  the  right 
video  terminal,  at  the  right  price.  That's  par  for  the  course  at  Hazeltine. 

Hazeltine 


-mm 


ft 


Corporation  Computer  Peripheral  Equipment 

Greenlawn,  N.Y.  11740  (516)  549-8800  Telex  96-1435 

East:  N.Y.  (212)  586-1970  Q Boston  (617)  261-5867  □  Phila.  (215)  676-4348 
Pittsburgh  (412)  343-4449  Q  Wash..  DC.  (703)  979-5500  □  Rochester 
(716)  254-2479.  Midwest:  Chicago  (312)  986-1414  0  Cleveland  (216) 
734-5363  □  Detroit  (313)  355-3510.  South:  Dallas  (214)  233-7776  □  Atlanta 
(404)  393-1440  Q  Houston  (713)  783-1760  Q  Orlando  (305)  628-0132. 
West:  San  Mateo  (S.F.)  (415)  574-4800 □  LA.  (213)  553-1811 
Denver  (303)  770-6330  □  Seattle  (206)  242-0505 


Warner's  Bad  Vibes 


Not  even  The  Exorcist  has  been  able  to  exorcize  them. 


Warner  Communications,  bom 
Kinney  Services  Inc.,  seems  to  ema- 
nate bad  vibrations.  Warner  is  mint- 
ing money  with  its  movie  The  Exor- 
cist, but  you  wouldn't  know  it  from 
the  price  of  its  stock,  which  is  down 
80%  since  1973.  Nor  from  its  earnings. 

The  film  now  looks  as  though  it 
will  gross  $100  million  in  rentals, 
ranking  it  with  a  handful  of  recent 
jackpot  winners  like  The  Sound  of 
Music  and  The  Godfather.  Warner 
stands  to  net  around  $45  million  pre- 
tax on  the  film— $3  or  so  a  share.  But 
is  spite  of  this,  Warner's  nine-month 
results,  recently  reported,  were  a  dis- 
tinct disappointment.  Fueled  by  the 
movie  hit,  revenues  took  off  for  the 
stratosphere:  up  36%,  to  $545  million. 
But  on  this  huge  revenue  gain,  War- 
ner eked  out  a  profit  increase  of  just 
$2.5  million-6%.  Of  the  big  bulge  in 
volume,  just  over  1.5  cents  on  the  dol- 
lar came  down  to  net.  Obviously,  The 
Exorcist  windfall  was  heavily  offset 
by  weakness  in  other  Warner  divi- 
sions. Compare  this  with  the  results 
reported  by  MCA  Inc.,  which  also 
had  a  smash  hit— The  Sting.  On  a 
73%  rise  in  volume,  MCA's  nine-month 
earnings  were  up  129%. 

Not  surprisingly,  MCA  (Forbes, 
Nov.  1 )  enjoys  a  much  higher  multi- 
ple than  Warner.  Taking  average 
earnings  of  the  five  years  1970-74 
(estimated),  MCA's  recent  multiple 
was  eight— more  than  double  War- 
ner's 3J£  times  earnings.  A  brutal 
comedown  for  Warner,  a  stock  that 
just  two  years  ago  sold  at  $50—20 
times  earnings.  Such  are  the  queasy 
feelings  Warner  now  inspires. 

What's    so    scary    about    Warner? 


Well,  it's  a  hodgepodge.  It  makes 
movies  and  records;  owns  a  cable  TV 
network;  publishes  and  distributes 
magazines;  runs  an  amusement  park; 
controls  a  New  Jersey  bank,  and  has 
an  investment  portfolio.  A  Warnerv 
controlled  affiliate  washes  windows 
and  owns  a  big  realty  company.  And 
big  clubby  meetings  are  common- 
place in  many  of  these  businesses 
(see  picture  below).  From  this  be- 
wildering range  of  businesses,  War- 
ner last  year  grossed  $500  million  and 
declared  profits  of  $51  million. 

Warner's  weird  collection  of  busi- 
nesses is  bad  enough  in  a  market 
where  conglomerates,  even  good  ones, 
are  rated  X.  Further  suspicions  have 
been  created  by  Warner's  take-it-or- 
leave-it  answers  to  the  many  ques- 
tions about  its  earnings  and  finances. 
The  policy  seems  to  be:  Everything 
you  need  to  know  is  in  our  annual 
reports,  10-Ks  and  press  releases. 
Says  one  Wall  Street  analyst:  "This 
is  a  company  that  is  replete  with 
questions.  One  is  management." 

Warner  was  once  an  institutional 
favorite.  Today  one  of  the  few  funds 
holding  the  stock  (500,000  shares) 
is  Delaware  Fund,  whose  director  of 
research  concedes  that  he  doesn't 
really  know  what  is  going  on  inside 
the  company.  Warner  executives  are 
wary  with  the  press  so  far  as  cor- 
porate matters  are  concerned,  and  the 
iron  curtain  seems  to  extend  even  to 
departed  Warner  executives.  Forbes 
telephoned  Alan  N.  Cohn,  a  former 
Warner  executive  vice  president  now 
at  Madison  Square  Garden,  who  said, 
"I  have  nothing  to  say,"  and  hung  up. 

But  behind  closed  doors,  the  skele- 


The  Exception.  In  a  company  full  of 
colorful,  outgoing  characters,  boss- 
man  Steven  Ross  is  a  rather  gray 
figure.  Little  is  known  about  him 
aside  from  the  banalities  contained 
in  sterilized  company  press  releases. 


Some  Joke.  The  egoist  who  wrote  The 
Exorcist,  William  Blatty,  says  War- 
ner's mishandling  of  the  film  is  "the 
joke  of  Hollywood  cocktail  parties." 
Yet  the  film  made  some  $45  million 
for  Warner  and  $20  million  for  him. 


For  a  world  running  short  of 
w-cost,  high-protein  animal  feed, 
Chemetron  has  an  answer. 

Chicken  feathers. 

And  hog  hair,  or  animal  hide  scraps,  horns 

d  hooves. 

Vou  see,  livestock  and  poultry  processors  can 

n  many  hard  by-products  into  a  highly 

lestible,  low-cost  feed  additive.  Automatically. 

th  the  Hydrolizer  continuous  protein  conversion 

item  from  Chemetron's  ANCO/MEPACO 

'ision. 

Animal  and  poultry  by-products  that  used  to  be 

ficult  disposal  problems  are  now  turning  a 

)fit  for  processors  and  helping  to  ease  feed 

Drtages.  For  instance,  the  ANCO  Hydrolizer 

Dwn  below  produces  1 8,000  pounds  per  hou 

wet,  granular  meal  from  chicken  feathers  the 

to  88%  protein,  and  89%  digestible.  Pretty 

od  for  a  waste  product. 

In  addition  to  the  food  processing  industry, 

emetron  develops  basic  products,  processes 

d  equipment  for  more  than  forty  other  mar 

eluding  power  generation,  chemicals,  f fre 

Section,  health  care  and  more. 

^or  more  information  about  Chemetron  and  the 

iustries  it  serves,  write  for  our  booklet, 

ne  Basics'/  Chemetron  Corporation,  1 1 1  E.  j 

acker  Drive,  Chicago,  Illinois  60601  Dept.  B. 
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How  a  bag  of  air  from 

International  Paper  saves  America's 

shippers  millions  of  dollars  a  year 


We  challenged  some  hefty 
football  players  to  try  to  smash 
their  way  through  a  bag  of  air. 

They  couldn't. 

Reason:  that  bag  of  air 
is  an  International  Paper 
inflatable  dunnage  bag.  A 
multiwall  bag  built  to  with- 
stand tens  of  thousands 
of  pounds  of  pressure. 

Why  so  tough  a  bag? 

Because  these  bags  have 
to  protect  billions  of  dollars' 


Tests  prove  IP  dunnage  bags  can  be  installed 
and  removed  much  faster  than  wooden  bracing. 

worth  of  freight  from  being 
damaged  in  shipment. 

When  you  load  up  a  railcar, 
truck  or  ship,  the  freight  rarely 
fills  every  available  inch  of 
cargo  space.  And  unless  the 
cargo  space  is  completely  full 
(or  freight  is  immobilized),  the 


IP's  dunnage  bag  is  inflated  with  special  inf lator 
hooked  to  a  standard  air  compressor. 

load  can  shift.  And  shifting 
could  cause  damage. 

Traditionally,  many  freight 
shippers  used  other  materials 
to  brace  the  load.  But  these 
materials  are  getting  expensive 
—  and  the  labor  to  install  them 
(and  remove  them  at  the  end  of 
the  line)  even  more  expensive. 

Enter  International  Paper's 
patented,  disposable,  inflat- 
able dunnage  bag. 

Our  bags  are  basically 
paper,  so  they're  inexpensive. 
(Prices  range  from  six  to 
seventeen  dollars.) 

Special  linings  and  coatings 
make  it  airtight  and  moisture 
resistant.  It's  fast  and  simple  to 
install  and  inflate.  And  at  the 
receiving  end,  it's  simply  punc- 
tured and  readily  disposed  of. 


Our  disposable  dunnage 
bag  has  already  proved 
itself  to  shippers  of  products 
ranging  from  sacks  of 
cornstarch  to  refrigerators. 
And  new  applications  are 
continually  being  developed. 

The  disposable,  inflatable 
dunnage  bag.  Another 
example  of  International 
Paper  Company's  innovative 
leadership  in  packaging, 


Properly  installed  bags  are  approved  for  use  as 
a  damage  prevention  device  by  the  National 
Freight  Loss  and  Damage  Prevention  Commit  tee 
of  the  Association  of  American  Railroads. 

paper,  pulp,  building 
materials,  and  non- woven 
textiles  and  health  products. 
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In  the  world  of  man-made  fibers, 
Celanese  is  one  of  the  world's  largest 
and  most  diversified  producers. 
Fortrel*  polyester,  Arnel®  triacetate, 
and  Celanese  nylon  are  all  engineered 
to  make  contemporary  living  easier. 
Celanese  also  makes  a  wide  range  of 
chemicals,  plastics  and  coatings. 

Celanese  involvement  with  todays 
life  style  calls  for  insurance  protection 
every  bit  as  modern— well-knit  insur- 
ance from  The  Home.  Through  its 
local  representatives,  ARM  Interna- 
tional, Inc.,  Home  covers  Celanese 
with  a  protective  mantle  in  areas  such 
as  workmen's  compensation,  compre- 
hensive general  liability  and  auto- 
mobile insurance. 

Your  business  insurance  needs 
may  be  simple  or  complex,  concen- 
trated or  worldwide.  In  any  case, 
Home  has  the  coverage  to  comple- 
ment your  corporate  style.  Contact 
your  broker  or  look  for  your  Home 
agent  in  the  Yellow  Pages. 


HOME 


Home 

Insurance 

Companies 

A   CITY   INVESTING   COMPANY   GROUP 


Life  In  The  Vinyl  Jungh 

Flamboyant  32-year-old  David  Gef- 
fen— a  regular  cover  boy  on  Holly- 
wood's movie  magazines— is  typical  of 
some  of  the  executives  who  run  War- 
ner Communications  Inc. 

After  dropping  out  of  three  col- 
leges, the  Brooklyn-born  Geffen 
landed  a  job  in  the  mail  room  of  the 
William  Morris  Agency.  Soon  he  was 
shuffling  talent,  rather  than  mail.  He 
made  his  mark  by  representing  new 
rock  singers  his  own  age,  just  as  rock 
started  to  revolutionize  the  music  busi- 
ness. Then  he  quit  William  Morris 
to  form  his  own  small  record  com- 
pany called  Asylum  ("because  this 
business  is  so  crazy"). 

Warner  took  over  Asylum  in  1972 
for  100,000  shares.  Geffen,  though 
already  a  millionaire,  stayed  on  and 
was  given  yet  another  Warner  record 
label  to  run.  He  trebled  sales  to  $40 
million  in  a  year  and  was  slated  to 
add  to  his  miniempire  Warner's  flag- 
ship, the  $60-million-a-year  Atlantic 
Records.  But  tongues  wagged,  and 
Atlantic's  50-year-old  founder,  Ahmet 
Ertegen,   is   said  to  have  balked.    In 


any    event,    the    deal    was    shelved. 

Geffen  is  still  snug  in  a  five-year 
employment  contract  at  Warner,  but 
he  seems  restless.  One  story  is  that  he 
wants  to  sell  out,  and  then  make 
movies  starring  his  girl  friend  Cher, 
the  better  half  of  the  famed  husband- 
and-wife  singing  team  of  Sonny  and 
Cher  (who,  as  the  saying  goes,  are 
"splitsville"). 

When  Forbes  reached  him  last 
month  in  Cher's  million-dollar  Holm- 
bey  Hills  mansion,  his  Rolls-Royce 
parked  in  the  driveway,  Geffen  was 
losing  badly  to  her  in  backgammon. 
"I'm  not  panicked,"  said  Geffen,  about 
the  fact  that  his  Warner  shares  have 
dropped  in  value  from  over  $4  million 
in  1972  to  just  $800,000.  Still,  he 
says  Warner  will  miss  its  recently  de- 
parted movie  chieftain,  Ted  Ashley. 
"The  new  movie  management  has 
made  no  decisions  as  yet,"  he  says. 
"The  jury  is  still  out. " 

He  hastens  to  add:  "I  hope  they  do 
great.  But  if  they  don't,  I'd  like  a 
shot  at  running  the  studio.  I  think  I 
would  do  great." 


tons  still  rattle.  Well  before  the 
recent  stock  market  crash,  Warner 
put  $193  million  into  stocks,  mostly 
utilities.  The  money  came  partly  from 
the  sale  of  National  Kinney  stock  to 
the  public,  borrowing  and  cash  flow. 
But  utility  stocks  have  been  a  disaster, 
and  Warner  is  sitting  with  unrealized 
losses  of  $60  million— enough  to  can- 
cel out  the  profits  from  The  Exorcist. 
This  isn't  Warner's  only  stock  mar- 
ket setback.  Last  year  Warner  bor- 
rowed $53  million  from  the  banks 
to  buy  3.4  million  of  its  own  shares  at 
an   average   $15.50  each.   Today  the 


stock  is  selling  at  $8,  and  Warner  is  in 
a  $20-million  hole— and  sinking  deep- 
er. It  is  paying  the  banks  about  $6 
million  a  year  on  the  borrowed  mon- 
ey, before  taxes.  So  far  this  year  the 
company  has  bought  in  another 
728,000  shares  of  its  stock. 

On  top  of  this,  Warner  is  in  debt 
up  to  its  corporate  eyeballs.  At  the 
beginning  of  the  year,  it  owed  $291 
million  long  term;  against  this,  it  had 
.a  total  equity  capital— including  its 
numerous  preferred  issues— of  just 
$335  million,  and  that  includes  $105 
million  in  intangible  assets.  This  is  a 
high  debt  ratio  indeed  for  a  company 
with  such  a  mix  of  business. 

There  is  a  morbid  kind  of  justice 
in  Warner's  profiting  from  The  Exor- 
cist. The  movie  is  a  tale  of  the  dead 
possessing  the  living,  and  one  of 
Chairman  Steven  J.  Ross's  initial  busi- 
nesses was  funeral  homes. 

After  attending  Paul  Smith's  Col- 
lege, Steven  Ross  went  to  work  for 
his  father-in-law's  funeral  business, 
which  included  Manhattan's  Frank 
Campbell  mortuaries.  Catching  the 
conglomerate  mood  of  the  Sixties, 
Steve  Ross  branched  out  into  parking 
lots  and  a  commercial  cleaning  and 


Careful  Aim.  Walt  Disney  would  have 
hated  some  of  Warner's  hits.  He 
made  films  for  the  masses.  Warner's 
hits  tend  to  repulse  many,  but  score 
big  with  special  groups.  Blacks  liked 
The  Exorcist;  kids  liked  Woodstock. 
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maintenance  outfit.  Using  generous 
gobs  of  what  used  to  be  called 
"Chinese  paper"— convertible  pre- 
ferred stock— Ross  made  the  company 
bigger  and  bigger.  The  climax  came 
in  1969  when  Ross  traded  Kinney  pa- 
per for  what  remained  of  the  old  War- 
ner Bros,  film  empire.  Thus,  from 
window-washing  to  funerals  Ross 
branched  into  flicks  and  rock  'n'  roll 
records.  Then  came  the  name  change. 
Also  in  the  early  Seventies  Ross 
spun  off  the  older  businesses,  some 
into  a  separate  company,  National 
Kinney  Corp.  Warner  then  sold  half 


Technology:  Population,  pollutioi 


Almost  since  the  beginning,  men  have  been  pre- 
dicting the  end.  Population  exploding.  Disease 
unchecked.  Natural  resources  used  up.  Now  tech- 
nology is  being  added  to  the  list  of  disaster-causes. 
Yet  by  so  doing,  prophets  of  doom  are  laying 
blame  today  on  the  hope  for  tomorrow. 

The  problems  are  always  easier  to  recognize  than 
the  solutions. 

The  classic  example  was  in  1798.  With  the 
world's  population  having  risen  slowly  to  one  bil- 
lion, English  economist  Thomas  Robert  Malthus 
wrote,  An  Essay  on  the  Principle  of  Population. 
He  declared  that  the  world  would  be  unable  to 
support  many  more  people;  that  only  war,  famine 
and  disease  would  hold  population  in  check. 

Since  then  the  world's  population  has  in- 
creased four-fold.  Malthus  failed  to  foresee  the 
enormous  impact  of  medical  science  on  saving 
lives  and  the  ability  of  technology  to  support 
them.  His  gloomy  predictions  never  came  true. 

Doom  is  still  being  projected  today. 

A  team  from  a  major  university  used  a  computer 
and  a  world  model  to  investigate  accelerating  in- 
dustrialization, exploding  population,  wide- 
spread malnutrition,  depletion  of  resources  and 
deteriorating  environments.  The  team  reported 
"the  basic  behavior  mode  of  the  world  system  is 


exponential  growth  of  population  and  capital, 
followed  by  collapse."  They  see  a  collapse  within 
a  hundred  years  if  present  trends  continue. 

Sound  familiar?  Malthus  by  computer.  But  the 
same  mistake  he  made  recurs.  Malthus  did  not 
take  into  account  the  growth  of  technology— nor 
can  it  be  programmed  into  that  computer  model. 

After  two  million  years,  is  man  no  longer  capable 
of  ingenuity  and  adaptability? 

Man's  survival  has  not  been  dependent  on  avail- 
ability of  raw  materials  or  favorable  climate,  but 
on  his  ingenuity.  His  ability  to  survive  and  change 
in  a  potentially  hostile  environment  is  what  sets 
him  apart  from  other  animals. 

Are  we  reproducing  ourselves  into  oblivion? 
No.  As  countries  develop  industrially,  birth  rates 
go  down  and  population  stabilizes.  That's  an  in- 
direct result  of  technology.  And  man  has  devel- 
oped population  control  methods  more  agree- 
able than  Malthus'  war,  famine  and  disease. 

What  about  the  prediction  of  famine?  In  1 820 
the  United  States  farm  worker  could  produce 
enough  to  sustain  four  people.  Today  he  can  feed  % 
over  fifty.  And  new  technologies  relating  to  leaf 
protein  and  aquaculture  hold  a  promise  for  elim- 
inating hunger. 

Will  we  use  up  the  resources  we  were  origi- 
nally endowed  with?  The  supply  is  indeed  finite, 


We  believe  in  the  promise  of  technology. 


Technology  has  provided  the  solu- 
tions to  many  of  society's  prob- 
lems. It  is  also  often  blamed  for 
them.  Some  people  would  have 
us  believe  that  there's  too  much 
technology  today  —  that  this 
very  abundance  is  the  basis 
for  so  many  of  our  ills. 
We  believe  the  solutions 
to  problems  lie  in  the  in- 


telligent application  of  technology— that  a  misunderstand- 
ing of  technology's  role  in  man's  advancement  can  only 
lead  to  a  diminution  of  his  ability  to  provide  solutions. 

Therefore,  we're  sponsoring  a  series  of  "white  papers"  lo 
foster  a  clearer  understanding  of  technology.  Excerpts 
from  the  third  of  these  papers  are  published  above.  If 
you'd  like  a  copy  of  the  complete  text,  please  wi  itc  ( iould 
Inc.,  "Dialogue  on  Technology,"  Dept.  B-3,  8550  West 
Bryn  Mawr  Avenue,  Chicago,  Illinois  6063  1 


ind  the  prophets  of  doom. 


but  through  technology  we  can  find  unexploited 
materials  and  recycle  existing  supplies.  Fifty 
years  ago  plastics  were  virtually  unknown.  Now 
they  extend  the  availability  of  metal  and  wood. 
The  same  point  can  be  made  about  energy. 
There  is  a  finite  amount  of  petroleum,  even 
though  we  are  finding  new  ways  to  recover  it.  But 
alternatives  are  available.  Nuclear  energy  is  here 


now.  And,  energy  from  the  sun  and  even  from 
hydrogen  in  the  sea  is  not  as  far-fetched  as  nu- 
clear power  once  was. 

Pollution  is  a  problem  of  certain  technologies 
whose  side  effects  were  inadequately  foreseen. 
Again  the  only  solution  is  technology.  Smoke  no 
longer  engulfs  Pittsburgh  or  London,  and  fish 
have  returned  to  rivers  like  the  once-spoiled  Wil- 
lamette and  Thames. 

Technology  is  not  the  problem  but  the  solution. 

Technology  by  itself  is  neither  good  nor  bad, 
only  its  application  can  be  judged  morally.  Cer- 
tainly, there  are  some  applications  of  technology 
that  deserve  criticism.  But  even  here,  the  answer 
is  likely  to  be  more  technology,  not  less. 

Technological  efforts  must  be  directed  toward 
clean,  renewable  sources  of  energy  such  as  the 
sun,  the  wind,  the  ocean,  and  geothermal  heat. 
Population  control  methods  must  continue  to  be 
improved.  Technology  must  be  shared  with  de- 
veloping countries,  if  they  are  to  enjoy  self- 
sufficiency. 

The  world  has  many  problems  that  can  be 
solved  by  technology.  Let's  proceed  with  the 
solutions. 

Science  and  technology  can  solve  many  prob- 
lems. If  they  don't,  what  else  will? 


■> 


GOULD 

the  proud  inventors 


The  Versatile  founders  of  Warner's 
Atlantic  Records,  Ahmet  and  Neshui 
Ertegen,  are  seasoned  negotiators. 
Ahmet  (left)  is  even  said  to  have 
negotiated  rock  star  Mick  Jagger's 
marriage  contract  with  sexy  Bianca. 


of  National  Kinney  stock  to  the  pub- 
lic for  $41  million  (that  stock  cur- 
rently has  a  market  value  of  just 
$8.6  million).  The  idea  seemed  to  be 
that  the  old  businesses  would  yield 
cash  and  dividends  to  build  a  new 
career  for  Ross  and  his  colleagues  in 
a  far  more  glamorous  business. 

It's  a  clubby  kind  of  company  that 
Steve  Ross  runs.  The  mod-looking, 
silver-haired  man  of  46  has  signed  up 
a  number  of  friends  and  relatives  as 
Warner  Communications  executives. 
Ross's  father-in-law  and  his  wife's  un- 
cle, the  Rosenthals,  were  on  the  board 
as  of  the  end  of  1973.  Executive  vice 
president  is  Caesar  Kirnmel,  who 
joined  the  company  when  Ross  ac- 
quired the  chain  of  parking  lots  that 
grew  out  of  lots  once  owned  by  Kim- 
mel's  father,  big-time  gambler  Em- 
manuel Kimmel.  The  group  runs  War- 
ner Communications  from  Rockefeller 
Center  offices  leased  at  a  cost  of  $4 
million  a  year. 

Earlier  this  year,  Warner  tried  to 
sell  the  balance  of  its  National  Kinney 
stock  to  a  European-led  consortium, 
but  the  deal  fell  through.  Kinney  is  in 
rather  rocky  shape.  With  what  has 
turned  out  to  be  terrible  timing,  in 
1973  National  Kinney  bought  into 
Uris  Building  Corp.  and  its  glut  of 
Manhattan  office  space.  One  of  Uris' 
12  office  buildings  was  foreclosed  this 
year  by  the  mortgage  holders,  and 
lenders  took  control  of  another  in  lieu 
of  foreclosure.  Uris  has  sold  several  of 
its  profitable  operations  to  improve 
its  liquidity.  All  told,  National  Kinney 
earned  a  paper-thin  $3  million  on 
revenues  of  $308  million  in  the  first 
nine  months  of  1974. 

There  are  other  skeletons  in  the  cor- 
porate closet.  The  man  who  built  the 
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movie  end  of  the  business,  Ted  Ash- 
ley, quit  earlier  this  year.  The  studios 
are  now  run  by  two  of  his  ex-lieuten- 
ants, John  Calley  and  Frank  G.  Wells. 
Warner's  movie  business  last  year  con- 
tributed 28%  of  revenues,  but  this 
year,  swollen  by  The  Exorcist,  it 
should  do  much  more.  Can  the  new 
bosses  come  up  with  another  Exor- 
cist? The  odds  are  against  it. 

Warner's  inability  to  hold  on  to  the 
Richard  Zanuck-David  Brown  pro- 
duction team  has  also  hurt.  In  1972 
the  team  moved  over  to  MCA  and 
produced  The  Sting;  that  film's  fat 
profits  thus  went  to  MCA. 

In  television,  Warner  is  slipping 
badly.  Two  years  ago  it  had  five 
regular  weekly  TV  programs;  now  it 
has  only  three.  Of  the  three,  only 
two  are  really  solid,  "Kung  Fu"  and 
"Harry  O."  By  comparison,  MCA  has 
had  12  to  14  programs  a  year  for 
the  last  four  years. 

MCA's  biggest  single  business  is 
phonograph  records  and  related  items, 
which  last  year  accounted  for  21%  of 
sales;  Warner  is  the  second-biggest 
in  the  business.  The  company  netted 
about  9%  after  taxes  on  its  record  busi- 
ness, but  margins  are  now  getting 
squeezed.  By  contrast,  in  the  last  nine 
months  MCA's  operating  net  on  its 
record  and  music  business  was  27%. 

One  problem  in  records  is  that 
Warner  is  a  high-cost  producer.  It 
does  not  press  its  own  records  (it  buys 
half  of  them  from  Columbia  Records) 
and  costs  have  been  rising  faster  than 
record  prices.  Ross  tried  to  tighten 
the  record  operation  last  summer  by 
merging  his  three  separate  record  la- 
bels— Adantic,  Warner  Bros,  and  Elec- 
tra/ Asylum— into  one  outfit.  However, 
the  temperamental  types  who  run  the 
different  labels  balked  at  their  loss  of 
independence,  and  Ross  had  to  relent. 

Long  run,  cable  TV  could  be  War- 
ner's Achilles'  heel.  Ross  has  poured 
around  $75  million  into  cable  TV. 
Last  year  it  produced  only  $27  million 
in  revenues  and  less  than  $1  million  in 


Brash  Howard  Kaminsky,  who  runs 
Warner's  publishing,  bought  rights 
to  ex-President  Nixon's  memoirs. 


The  Smith  Brothers?  No,  they  are 
Ted  Ashley  (right),  who  just  quit  as 
head  of  Warner's  movie  company,  and 
John  Calley,  his  replacement.  Ashley, 
reportedly  a  big  Nixon  contributor, 
is  said  to  have  political  ambitions. 


profits.  To  stay  in  the  business  on  a 
big  scale,  Warner,  its  capital  already 
stretched  rather  thin,  will  have  to 
pour  in  tens  of  millions  of  dollars. 
Cable  is  a  voracious  consumer  of 
capital;  a  single  Warner  two-way  sys- 
tem in  Akron,  Ohio  cost  $20  million. 
On  top  of  this,  a  $4-million-to-$5- 
million  try  at  developing  a  pay-TV 
system  seems  to  have  flopped. 

Problems  Overseas 

Domestically,  Warner's  publishing 
operation,  which  owns  Mad  magazine 
and  distributes  Playboy,  among  oth- 
ers, is  profitable.  In  Europe,  however, 
Warner's  publishing  investment  has 
lost  money,  and  Warner  recently  an- 
nounced it  would  sell  these  European 
operations. 

For  any  conservative-minded  ana- 
lyst, Warner's  balance  sheet  is  a  tan- 
gle. There  are  three  different  con- 
vertible preferred  stock  issues,  plus  an 
issue  of  convertible  bonds.  Conver- 
sion of  these  securities  is,  of  course, 
out  of  the  question  under  present  cir- 
cumstances. Who  would  trade  a  divi- 
dend-paying preferred  for  a  bombed- 
out  common  stock? 

In  theory,  the  holdings  of  utility 
and  other  common  stocks  are  highly 
liquid,  but  only  if  Warner  is  willing 
to  book  the  substantial  losses.  Its 
ability  to  take  on  additional  debt  or 
sell  new  preferred  issues  is  question- 
able, to  say  the  least. 

Steve   Ross    and   his    friends   have 
come   a   long   way   in   the   world   of 
entertainment.    As   for   the   company 
itself,  however,  it  is  the  kind  of  mei 
chandise  that  was  highly  salable  dial 
ing  the  go-go  years,  but  which  sells 
at  a  discount  in  these  later  and  mm. 
skeptical  days.  ■ 
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One  of  America's  important  sources  of  coal 

isn't  a  coal  company. 
It's  a  railroad. 


Burlington  Northern  is  a  railroad.  A 
railroad  that's  also  in  the  coal  business. 
In  the  timber  business.  In  oil,  gas,  ranching 
and  real  estate. 

We're  in  all  of  these  businesses  because 
much  of  the  land  we  own  or  hold  rights  to 
is  rich  in  natural  resources. 

Burlington  Northern  holds  substantial 
reserves  of  clean-burning,  low-sulphur  coal 
to  help  supply  the  energy  needs  of  our 
nation.  But  we  also  recognize  our  responsibility 
to  the  future  through  far-sighted  land 
management.  As  BN  coal  deposits  are 
removed,  extensive  reclamation— contouring, 
fertilizing  and  seeding— restores  surface- 
mined  lands  to  further  usefulness. 

Coal  is  an  important  part  of  Burlington 
Northern's  resources.  But  so  are  timber, 
oil,  gas,  minerals,  grazing  and  farm  lands. 


Altogether  they  contribute  a  major  share 
of  our  yearly  income. 

So  Burlington  Northern  is  literally 
two  companies  in  one.  A  natural  resource 
company,  working  to  provide  an  important 
share  of  critically-needed  raw  materials. 
And  a  railroad,  working  to  deliver  materials 
economically,  with  maximum  fuel  efficiency, 
to  the  nation. 

The  better  we  get  at  both  jobs, 
the  better  it  is  for  you. 


BURLINGTON  NORTHERN 


We're  railroad- timber -coal-gas- 
oil-and-real  estate  people. 


Tenneco's  15,600  mile  natural  gas  pipeline 

delivers  clean-burning  natural  gas  tc  Lit    ties  se-*  ng  ^omes 

and  industries  in  25  states  with  134  m      Dn  popu  a:  on. 


Our  Walker  Manufacturing 

is  a  leading  supplier 

of  automotive  parts, 

including  the  catalytic 

converter  emission  control 

unit  shown  here.  Walker 

exhaust  systems  are  found 

on  1  out  of  every  4  cars 

on  U.S.  roads  today. 


Every  hour  of  every  da>   somewhere  in  the  w 
Tenneco  Oii  searches  for  new  er< 
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Anae- :      w  -  <ch  finds  uses 
ranging  from  fine  watches 
to  compressor  engines  to 
outer  space  equipment. 
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The  London  Lion,  one  of  the 
world's  largest  tankers,  approaches 
Tenneco's  Newport  News  shipyard 
for  repairs.  Expansion  of  the 
shipyard  will  soon  enable  us  to 
build  tankers  almost  twice  as  large 
as  this,  with  a  crude  oil  carrying 
capacity  of  500.000  tons. 


Our  Packaging  Corporation  of 
America  is  expanding  its  output 
of  cartons  and  containers 
through  the  use  of  re-cycled  , 
paper,  which  consumes  "** 
less  energy.  r 


In  a  joint  venture  called  Offshore  Power  Systems. 
Tenneco  and  Westinghouse  are  building  a  new  ship- 
yard-type facility  in  Florida  to  produce  offshore  floating 
nuclear  power  plants  on  an  assembly  line  basis. 
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Tenneco  is  participating  in  research  to 

develop  an  economical  means  of 

converting  coal  to  pipeline  quality  gas  and 

synthetic  oil.  The  pilot  plant  shown  here 

is  located  in  Princeton.  New  Jersey. 


JENNECO. 


The  energy  crisis: 
There's  no  simple  solution. 

Solenneco's  tackling  the 
problem  on  many  fronts. 


Start  with  the  fossil  fuels.  Gas.  Oil.  Coal. 

Tenneco  is  into  each  of  them. 
Exploring,  producing,  refining,  transporting 
gas  and  oil.  Developing  coal  technologies. 
And  investing  substantial  amounts  of  capital 
in  the  process. 

Pipelining  natural  gas  was  the  idea 
that  started  our  company.  Today  we  are  the 
nation's  largest  transporter  of  natural  gas. 
We  are  searching  in  the  Gulf  of  Mexico 
for  new  deposits  of  this  clean-burning  fuel 
and  are  funding  other  producers  to  develop 
known  fields.  Negotiations  are  in  progress 
for  importation  of  liquefied  natural  gas  from 
other  countries. 

The  problem  of  transporting  oil  and 
natural  gas  to  America  over  the  high  seas 
involves  our  Newport  News  shipyard  in  an 
important  way.  We're  investing  $1 70  million  to 
further  expand  the  nation's  largest  privately- 
owned  shipbuilding  facility.  Objective: 
to  produce  a  new  breed  of  mammoth 
ocean-going  fuel  transports.  Examples  are 
the  ULCC  (Ultra  Large  Crude  Carrier)  and 
the  CNG  (Liquefied  Natural  Gas)  Carrier. 

Next,  coal.  An  abundant  supply 


lies  within  our  own  borders.  But  few 
industries  and  homes  are  equipped  to 
burn  it  in  solid  form.  Can  it  be  converted 
into  pipeline  quality  gas  and  synthetic  oil 
at  a  feasible  cost?  Tenneco  is  helping 
develop  such  a  technology;  two  pilot  plants 
now  in  operation  should  soon  provide 
important  answers. 

Now  come  up  out  of  the  ground 
and  think  atomic.  Tenneco,  drawing  on  its 
experience  in  building  nuclear  ships,  teamed 
up  with  Westinghouse  in  the  development 
of  the  floating  offshore  nuclear  power  plant. 
The  joint  venture,  Offshore  Power  Systems, 
is  now  constructing  a  shipyard-type  facility 
to  produce  these  plants  on  an  assembly  line 
basis.  These  offshore  plants  offer  an  alter- 
nate solution  to  the  question  of  available 
land  sites  in  congested  coastal  areas. 

And  we're  also  building  for  the  future 
in  other  areas.  Construction  and  farm  equip- 
ment, automotive  parts,  chemicals,  packag- 
ing, agriculture  and  land  development. 

Because  meeting  challenges  makes 
a  company  grow. 

Tenneco  Inc.,  Houston,  Texas  77001 


Tenneco 


Recycling  The  Oil  Profits, 
Mobil  Style 

Hurry  up,  you  oil  sheiks.  If  you  don't 
start  moving,  the  big  oil  companies  may  beat 
you  to  the  best  acquisitions.  Mobil's  move 
on  Marcor  may  be  only  the  start. 


One  day  this  past  September  Mobil 
Oil  Corp.  reached  into  its  corporate 
billfold  and  pulled  out  $800  million. 
With  this  it  bought  itself  a  nice  big 
department  store  chain,  with  a  big 
paperboard  company  thrown  in. 
That's  how  cash-full  the  big  oil  com- 
panies are  these  days.  Give  or  take  a 
few  millions,  Mobil  is  going  to  end 
the  year  with  a  cash  flow  of  $1.6  bil- 
lion. And  Mobil  is  only  the  world's 
fourth-biggest  oil  company.  (Exxon's 
cash  flow  will  be  $4  billion- plus.) 

"We  didn't  exactly  wipe  ourselves 
clean  of  cash,"  says  Mobil  Chair- 
man Rawleigh  Warner  Jr.,  discussing 
his  company's  cash  purchase  of  51% 
ownership  of  $4-billion-plus  (sales) 
Marcor,  Inc.  "We  spent  another  $147 
million  a  couple  of  days  ago  on  Louisi- 
ana oil  leases,"  he  adds,  suggesting 
that  there's  more  money  where  that  $1 
billion  came  from. 

There  is  talk  these  days  about  Arab 
sheiks  buying  up  the  world.  They 
had  better  move  fast.  The  big  oil  com- 
panies may  beat  them  to  it.  "I've 
been  told,"  Warner  says,  "that  four 
major  oil  companies  are  looking  for 
firms  to  buy.  I  strongly  suspect  other 
oil  companies  will  reach  the  same 
conclusion  we  did." 

Conclusion?  We  thought  the  oil 
business  was  a  great  place  to  be  these 
days.  Not  so,  says  Warner:  "The  oil 
business  is  very  different  from  what 
we  knew  five  years  ago,"  he  says,  and 
then  ticks  off  the  problems  as  he 
sees  them. 

"Governments  are  interfering.  The 
U.S.  Government  certainly  is.  The 
Federal  Energy  Administration  tells 
us  to  whom  we  must  sell  our  crude 
and  what  we  can  charge.  They 
threaten  us  with  a  federal  oil  compa- 
ny that  will  have  access  to  the  top 
20%  acreage  offshore  and  be  a  yard- 
stick to  see  how  effective  we  are. 
There  are  3,000  bills  before  Congress, 
each  one  of  which  would  do  some- 
thing to  the  oil  industry." 

Then  there  is  the  Federal  Trade 
Commission,  Warner  complains.  It  is 
suing  Mobil  and  other  oil  companies, 
seeking  substantial  divestiture  of  re- 
fining properties  and  pipeline  assets. 

Abroad,  Warner  says,  it's  only  a 
matter  of  time  before  the  Mideastern 


66 


governments  take  100%  of  the  oil  con- 
cessions. And  who  knows  what  will 
happen  in  the  British  North  Sea  or  in 
Canada? 

"I'm  not  saying  all  these  things  are 
going  to  happen,"  says  Warner,  "but 
I  don't  think  we  are  overreacting. 
We  think  there's  enough  going  on  to 
put  an  anchor  to  windward  in  the 
interests  of  our  shareholders." 

Why  Marcor?  Warner  says  that  Mo- 
bil winnowed  Marcor  out  from  some 
100  firms  in  25  industries  in  a  five- 
year  search.  Marcor  had  what  Mobil 
wanted:  a  low  price/ earnings  multi- 
ple; enough  size  to  have  an  impact  on 
Mobil's  earnings  (about  54  cents  a 
share  above  the  $11  a  share  Mobil 
should  earn  this  year) ;  and  a  heavy 
earnings  base  in  the  U.S. 

The  latter  is  an  especially  tender 


Warner  of  Mobil  Oil 


Why  stores  and  boxes?  Because  for  Mobil  they  mean  unregulated  profits. 
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point  with  all  the  oil  majors,  none 
of  which  gets  more  than  40%  of  its 
earnings  in  the  U.S.  With  Mobil  sell- 
ing for  three  times  earnings,  Warner 
can  only  conclude:  "Most  people  are 
prepared  to  pay  a  higher  price  for 
domestic  earnings." 

Marcor's  management  is  more  than 
competent,  and  for  Mobil  that  was  im- 
portant. Along  with  other  oil  compa- 
nies, Mobil  got  burned  by  rushing  in- 
to fertilizers  in  the  Sixties  and  selling 
out  in  the  glut.  "That  time,"  confesses 
Warner,  "we  didn't  do  the  analysis 
we  should  have.  We  didn't  buy  com- 
petent management,  and  when  they 
left,  we  were  oilmen  running  a  busi- 
ness we  didn't  know  much  about." 

Mobil  is  pretty  sure  it  isn't  repeat- 
ing the  mistake.  In  1973  Mobil  secret- 
ly bought  4.5%  of  Marcor's  stock  at 
an  average  $20  a  share.  This  summer 
it  tendered  at  $35,  enough  of  a  pre- 
mium to  thwart  counteroffers  and  to 
give  several  key  Marcor  men  the  pros- 
pect of  a  handsome  windfall  profit  on 
their  stock-purchasing  plan. 

"We  had  to  put  a  card  on  the  ta- 


ble not  only  for  management,"  ex- 
plains Warner,  "but  also  for  the 
Government  so  it  could  say,  'This 
isn't  all  bad.' "  Warner  handled  that 
one  by  attempting  to  show  that  Mo- 
bil wasn't  just  taking  over  Marcor; 
it  was  also  making  a  contribution  to 
its  future.  It  put  $200  million  of  the 
cash  directly  into  Marcor's  treasury  in 
exchange  for  new  preferred  stock. 
Marcor,  with  its  long-term  debt  al- 
ready above  its  common  sharehold- 
ers' equity  and  facing  a  proposed  five- 
year,  $l.l-billion  capital  budget, 
needs  the  money.  "I  think  you  can 
draw  the  conclusion,"  says  Warner, 
"that  we  are  saying,  'Look  out,  Sears 
and  Kresge,  you've  got  a  serious  con- 
tender in  Montgomery  Ward  backed 
by  our  money.' "  Now  Montgomery 
Ward  will  be  able  to  add  more  than 
the  20  new  stores  it  had  planned  for 
each  of  the  next  five  years  to  go  with 
the  124  opened  since  1968.  In  short, 
the  takeover  will  enhance  competition, 
not  restrict  it. 

Ward  still  nets  only  about  2  cents 
on  the  sales   dollar,  vs.   4   cents  for 


Sears  and  3  cents  for  Kresge  and 
Penney,  but  Ward  has  been  showing 
real  progress.  Its  sales  per  square  foot 
-$85  in  1968-touched  $106  last 
year.  Its  return  on  equity  is  up  from 
5.1%  to  7.1%.  With  6%  of  the  domestic 
paperboard  production,  Container 
Corp.  last  year  returned  16.6%  on 
equity,  as  it  benefited  from  a  sellers' 
market  it  expects  will  continue 
at  least  through   1977. 

Warner  is  aware  that  there  has 
been  a  lot  of  grumbling  about  an  oil 
company  using  its  swollen  profits  to 
diversify  away  from  the  energy  busi- 
ness rather  than  help  close  the  ener- 
gy gap.  His  reply  is  that  Mobil  is 
doing  both.  To  be  first  in  solar  power 
(Forbes,  Oct.  15)  Mobil  is  budget- 
ing $30  million  on  research  and  de- 
velopment, and  long  ago  got  into  oil 
shale.  "We  bought  5,000  acres  of 
choice  shale  a  dozen  years  ago  for 
$12  million,"  says  Warner.  He  adds 
with  a  chuckle,  "The  other  day 
Amoco  and  Gulf  paid  $210  million 
for  a  shale  property  that  is  a  little 
larger  but  isn't  any  richer  than  ours." 

What  about  basic  oil?  Isn't  a  crude 
oil  shortage  one  reason  Mobil  his- 
torically earned  less  on  equity— an  av- 
erage 12%  over  five  years,  vs.  Tex- 
aco's  and  Exxon's  14%?  Mobil  has 
tried;  in  the  last  decade  it  raised  its 
capital  spending  210%— almost  double 
the  increase  of  its  competitors— and 
will  spend  $1.5  billion  this  year. 

"The  limit  of  our  spending  isn't  dol- 
lars," says  Warner.  "It's  the  availabil- 
ity of  offshore  concessions  and  the 
limitations  of  the  people  we  have.  We 
are  looking  for  oil  in  24  countries 
around  the  world,  and  that  takes  com- 
petent people.  And  it's  the  availability 
of  rigs,  platforms  and  pipe.  It  isn't 
cash  or  the  lack  of  cash." 

As  for  coal,  he  says,  Mobil  already 
is  into  it.  It  owns  reserves  of  3  bil- 
lion tons,  mostly  in  Wyoming  and 
Montana.  And,  Warner  adds,  Mobil 
got  in  early:  Some  of  its  reserves 
are  on  the  books  for  1  cent  or  2  cents 
a  ton. 

Logic  Is  Logic 

So,  no  matter  how  unfavorable  the 
immediate  public  relations  conse- 
quences of  the  Marcor  takeover,  the 
deal  is  very  logical  from  the  point  of 
view  of  management.  If,  as  is  distinct- 
ly possible,  the  future  of  the  interna- 
tional oils  is  being  squeezed  between 
the  Organization  of  Petroleum  Export- 
ing Countries  on  the  one  hand  and 
suffering  consumers  on  the  other,  Mo- 
bil now  has  an  escape  hatch.  Wheth- 
er other  oil  companies  will  be  al- 
lowed to  use  the  escape  hatch  remains 
to  be  seen,  but  they  surely  will  be 
watching  the  reaction  to  Mobil's  move 
very  closely.  ■ 
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Chemical  Change 

Ashland  Oil,  too,  is  edging  away  from  its 

traditional  petroleum  business,  but  in  a 

quite  different  direction  from  Mobil. 


Refining  a 
ASM B flu    Petrochemical 


■ 


"We  had  sales  of  $3.5  billion  last 
year,  but  we're  a  pygmy  in  a  world 
of  giants."  A  $3.5-billion  pygmy?  Ash- 
land Oil  Chairman  and  Chief  Execu- 
tive Orin  Atkins  has  a  point.  In  the 
U.S.  alone  there  are  over  a  dozen  oil 
companies  bigger  than  Ashland.  Be- 
ing relatively  small,  Ashland  has 
lacked  the  wherewithal  to  build  up 
the  huge  reserves  of  crude  oil  that  do 
so  much  for  the  profits  of  Exxon  and 
Texaco  and  the  other  giants.  And  yet, 
when  it  comes  to  profitability,  Ash- 
land is  no  slouch.  In  Forbes'  latest 
Annual  Report  on  American  Industry, 
Ashland  ranked  eleventh  in  profitabil- 
ity in  its  industry;  its  18%  return  on 
stockholders'  equity  in  1973  exceed- 
ed the  returns  of  virtually  all  of  the 
crude-rich  oil  giants. 

It  is  generally  recognized  that,  in 
spite  of  its  handicaps,  Ashland  is  one 
of  the  best-run  outfits  in  the  indus- 
try. It  is,  therefore,  of  more  than  pass- 
ing interest  to  note  where  Ashland  is 
putting  its  emphasis  during  these 
crucial  days  for  its  industry.  "Within 
five  years,"  says  Atkins,  "over  half  of 
our  profits  will  be  coming  from  the 
chemical  business."  That  is  up  from 
19%  in  the  year  ended  Sept.  30,  1974 
and  15%  in  fiscal  1973. 

Why  chemicals?  Why  not  in  refin- 
ing of  other  people's  crude,  a  tough 
business  where  Ashland  has  done  so 
well?  Or  why  not  into  exploration  in 
order  to  fatten  profit  margins? 

"I'm  frankly  pessimistic  about  what 
can  be  accomplished  in  domestic  ex- 
plorations," is  Atkins'  reply.  Ashland's 
run  of  bad  luck  in  that  area  tends  to 
support  that  belief.  It  had  to  take  a 
big  write-off  in  1971  on  a  series  of  dry 
holes  in  Alaska.  Results  in  the  U.S. 
since  then  haven't  been  all  that  good, 
and,  Atkins  adds,  the  offshore  At- 
lantic "play"  that  has  set  some  oil- 
men to  slavering  "looks  like  mostly 
gas,  not  oil." 

Overseas,  exploration  in  Nigeria 
and  the  Persian  Gulf  has  turned  up 
some  good  properties,  but  not  nearly 
good  enough  to  make  Ashland  self- 
sufficient  in  crude.  Ashland's  explora- 
tion division  turned  in  17%  of  the  com- 
pany's $172-million  pretax  profit  this 
year,  rather  than  losing  money  as  it 
did  in  1973.  Nevertheless,  Atkins  says 
that  in  the  future,  Ashland  is  going 
to  be  "more  selective"  about  investing 
in  exploration.  Beyond  a  point,  he 
doesn't  think   the  return   will  justify 


the  expense. 

As  for  the  traditional  re- 
fining business,  says  Atkins, 
"The  Government  is  going  to 
keep  price  ceilings  on  con- 
sumer-oriented fuels  such  as 
gasoline  and  home-heating 
oil.  You  will  probably  be  able 
to  get  more  money  by  going 
into  higher  margined  petro- 
chemicals." ^^^m 

Not  that  refining  will  be 
profidess.  The  country  has  a  shortage 
of  refining  capacity,  and  with  en- 
vironmental restraints  and  equipment 
shortages  holding  back  new  refinery 
construction,  the  shortage  is  going  to 
get  worse  in  the  near  future.  So 
Atkins  isn't  neglecting  Ashland's  re- 
fineries. He's  spending  $100  million  on 
new  facilities  over  the  next  couple  of 
years.  But  after  those  additions  are  in, 
the  bulk  of  Ashland's  cash  flow  will 
be  going  into  chemicals. 

Taut  Ship 

Ashland  has  been  a  pretty  consis- 
tent winner  in  petroleum  products.  It 
operates  its  refineries  efficiendy,  it 
owns  a  low-cost  barge,  tanker  and 
pipeline  transportation  system,  and  it 
has  a  good  geographic  position  in  the 
profitable  midwestern  and  southern 
markets.  But  its  record  in  the  chemi- 
cal business  is  a  litde  spotty.  After 
a  big  expansion-and-acquisition  pro- 
gram in  the  early  Sixties,  chemical 
profits  sagged  for  a  five-year  period 
despite  an  increase  in  sales. 

Atkins  is  confident,  though,  that  the 
overcapacity  that  hit  the  chemical  in- 
dustry won't  happen  again.  "The  cost 
of  new  capacity  is  so  high  that  the 
industry  won't  have  the  propensity  to 
create  the  gluts  that  it  had  in  past 
years."  Chemical  industry  analysts 
tend  to  agree  with  him. 

Atkins  also  thinks  that  he  has  some- 
thing of  an  advantage  over  the  tradi- 
tional chemcial  companies  in  that  he 
has  guaranteed  access  to  refinery-pro- 
duced feedstocks. 

"You  know,"  he  says,  "how  Dow 
Chemical  is  talking  about  building  a 
refinery  on  the  Gulf  Coast.  Well,  it's 
not  as  much  of  a  step  for  us  to  con- 
struct the  chemical  facilities  as  it  is 
for  them  to  integrate  upstream  in- 
to feedstocks."  Ashland's  chemical 
plants  will  be  constructed  on  existing 
refinery  property,  reducing  some  of 
the  siting  problems  that  have  plagued 


chemical  companies  in  recent  years. 

Atkins'  chemical  program  could  run 
into  a  capital  pinch.  Despite  its  rapid 
depreciation  rates  and  high  profits, 
Ashland's  capital  spending  over  the 
past  four  years  has  been  about  150% 
of  its  cash  flow.  A  $50-million  pre- 
ferred stock  issue  this  spring  helped 
bring  down  debt  as  a  percentage  of 
capitalization  to  39%,  yet  cost  escala- 
tion in  capital  equipment  could  run 
through  that  fresh  $50  million  faster 
than  you  can  say  "11%  prime." 

Atkins  admits  that  "we  are  relative- 
ly highly  leveraged  for  an  oil  compa- 
ny." By  keeping  a  close  eye  on  his 
capital  spending,  he  hopes  to  avoid 
getting  Ashland  further  into  debt. 

Still,  rising  costs  forced  Ashland 
to  suspend  a  shale  oil  project  this 
year.  In  just  nine  months,  cost  esti- 
mates for  a  50,000-barrels-per-day 
shale  oil  plant  went  from  $300  mil- 
lion to  $800  million.  Ashland  and  its 
partners  took  one  look  at  those  figures 
and  backed  out. 

The  shale  oil  venture  was  begun  in 
order  to  offset  a  basic  Ashland  weak- 
ness—its dependence  on  foreign  oil. 
When  the  oil  embargo  hit  last  Oc- 
tober, Ashland  was  able  to  cover  most 
of  its  shortfall  with  high-cost  Iranian 
oil  and  allocations  of  low-cost  crude 
under  the  federal  energy  program. 
Still,  its  dependence  on  the  world 
market  meant  that  Ashland  had  to 
scrounge  harder  for  its  crude  than  its 
competition  did,  and  pay  a  little  more 
when  it  got  it. 

A  new  federal  allocation  program 
announced  last  month  will  give  Ash- 
land a  somewhat  larger  share  of  the 
supply  of  low-cost  domestic  crude. 
This,  combined  with  the  gradual  na- 
tionalization of  the  majors'  sources  of 
foreign  crude,  should  reduce  Ash- 
land's relative  disadvantage. 

Lack  of  size  hasn't  really  hurl  Ash 
land  in  recent  years.  Nor  is  it  likely 
to  in  the  future.   ■ 
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thinking  beyond  foreign 
ijby  fluctuations.  Is  your 
iternational  financial  reporting 
lequate?  How  can  you  "hedge" 
to  avoid  losses?  Increase  profits? 

Carry  that  thinking  further. 
Bring  your  financial  future  to  us. 
The  NORTHERN  TRUST  BANK. 

50  South  LaSalle  Street  at  Monroe,  Chicago  60690.  (31 2)  346-5500  •  Member  F.D.I.C. 

THE  NORTHERN  TRUST  INTERNATIONAL  BANKING   CORPORATION 
One  World  Trade  Center,  Suite  3941,  New  York,  New  York  10048 


v      Li* 


■  ■ 


cling  oil  and  keeping  it  flowing 
are  vitally  important  to  Texaco. 
But  equally  important  is  protecting 
the  environment.  That's  why, 

many  offshore  drilling  rigs,  we 
have  underwater  TV  cameras  on 
call  24  hours  a  day  to  give  us  eyes 
beneath  the  sea. 

At  Texaco  drilling  operations 
we're  interested  in  more  than 


finding  the  oil  you  need. 

We  want  to  make  sure  we  don't 
harm  the  environment  in  any 
way.  So  to  keep  watch  deep  in  the 
ocean,  where  a  man  can't  see, 
we  use  a  TV  camera  and  run  it  for 
as  long  as  required. 

We  also  guard  our  projects  with 
numerous  other  safety  devices 
such  as  adjustable  chokes  for  Con- 


trolling pressure,  torque  indicators, 
3it  level  and  flow  devices,  high- 
pressure  valves  that  protect  against 
blowouts  — and  much  more. 
The  names  may  not  mean  much 
to  you,  but  they  contribute  to 
making  our  operations  as  safe  as 
we  possibly  can. 

And  we  have,  of  course,  the  best 
safety  device  of  all  —  the  concern 
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AN  UNDERWATER  TV  SPECIAL. 
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of  the  men  who  know  that  it's  not 
enough  just  to  find  oil. 

We  re  working  to  keep  the  gaso- 
line and  other  petroleum  products 
flowing  to  you  in  the  safest  possi- 
ble way.  That's  why  every  Texaco 
operation  is  a  24-hour  special.  One 
you  may  never  see— but  it's  one  of 
the  many  things  we  do  to  get  the 
oil  you  need,  safely. 


* 


kj_4— \r: 


TEXACO 


We're  working  to  keep  your  trust. 
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These  cars  can  run  on  any  fuel. 
Gas.  Or  water  Or  even  garbage. 


^ra 


That's  the  beauty  of 
electric  mass-transit  cars. 
They  run  on  electricity. 

And  electricity  can 
be  made  from  any  fuel. 

Any  fuel. 

Not  just  the  ones 
that  come  easily  to  mind 
like  oil,  coal  or  natural 
gas.  But  also  from  the 
water  power  stored 
behind  dams.  The  nuclear 
power  in  uranium.  The 
natural  steam 
(geothermal  power) 
locked  inside  the  earth. 

Some  new  power 
plants  can  even  burn 
some  types  of  garbage 
to  make  electricity.  It's 
being  done  right  now  in  Missouri.  And 
it's  in  the  works  in  other  states. 


This  versatility 
may  be  one  of  the 
many  reasons  26 
major  cities  are  taking 
a  serious  new  look  at 
electric  rapid  transit. 
Another  reason, 
of  course,  is  the  grow- 
ing hassle  of  rush-hour  bottlenecks. 

The  automobile  is  the  most  con- 
venient, enjoyable  form  of  transportation 
ever  invented.  But  when  50,000  cars  all 
head  to  the  same  city,  at  the  same  time, 


Getting  to  work  can  be 
a  full-time  job. 


just  getting  to  work  can 
be  a  full-time  job. 

Modern  electric 
mass  transit  can  take 
the  work  out  of  getting 
to  work.  Take  the  Phila- 
delphia area,  for 
example.  GE  motors 
and  controls  are  run- 
ning the  nation's  first 
automated  rapid-transii 
line.  The  round  trip 
between  suburban 
New  Jersey  and  down- 
town Philadelphia  is 
almost  an  hour  faster 
than  the  driving  time. 
And  after  the  first  year 
of  operation  40%  of  the 
passengers  were 

former  automobile  riders. 

GE  has  also  helped  build  and  power 

5,000  rapid-transit  cars 

for  other  U.S.  cities. 

And  recently,  we 

completed  one  of  the 

world's  most  advanced 

factories  for  building 

mass-transit  rail  cars. 
The  move  to 

modern  electric  mass  transit  is  finally  unde 

way.  And  GE  intends  to  help  keep  it  moving 


A  fast,  comfortable  ride. 
No  city  parking  problems. 


Progress 

for 
People. 


GENERAL 


ELECTRIC 


Growing  Pains  Or  Danger  Signals? 


A  socialist-leaning  London  is  dampening,  but  not  extinguishing, 
enthusiasm  about  the  coming  British  oil  boom. 


Aberdeen  is  a  city  of  gray  granite 
houses,  which  on  a  rainy  day  resem- 
bles a  forbidding  Viking  fastness  on 
the  northeast  coast  of  Scotland,  fac- 
ing the  wild  North  Sea.  In  that  city  of 
200,000  population,  now  swelled  by 
some  3,000  oil-drilling  Americans, 
there  is  no  doubt  about  the  stupen- 
dous meaning  of  North  Sea  oil. 

The  North  Sea  between  Britain  and 
Norway  contains  by  realistic  estimates 
over  40  billion  barrels  of  oil,  or  $400 
billion  worth  at  current  prices- 
enough  perhaps  to  save  Britain  from 
the  consequences  of  its  recent  folly. 
At  a  projected  2.7  million-barrel-a-day 
production  rate,  Britain  would  earn 
the  equivalent  of  $10  billion  a  year 
for  her  balance  of  payments. 

To  date  $6  billion  has  been  invested 
in  the  exploration  of  North  Sea  oil 
deposits.  Now  comes  the  more  expen- 
sive work  of  development:  the  costly 
production  platforms,  the  pipelines, 
the  onshore  facilities.  It  is  estimated 
that  this  development  will  require  in- 
vestment on  the  order  of  $15  billion. 
The  investment  estimate  has  doubled 
in  the  past  year. 

It  now  seems  clear  that  the  target 
production  of  2.7  million  barrels  a  day 
by  1980  will  not  be  met.  The  delays  in 
the  North  Sea,  because  of  difficult 
weather  and  geological  conditions, 
shortages  of  basic  materials  and  prop- 
er equipment,  as  well  as  financing 
delays,  have  ruled  out  all  optimistic 
projections  on  North  Sea  production. ' 
The  way  things  are  going,  says  one 
London  banker,  North  Sea  produc- 
tion will  be  fortunate  to  reach  2  mil- 
lion barrels  a  day  by  1980. 

The  Tax  Man  Cometh 

And  that  is  where  the  British  gov- 
ernment comes  in  (see  p.  76).  The 
Labour  Party  government  has  an- 
nounced its  intention  to  take  up  to 
51%  participation  in  North  Sea  oil 
deposits.^  Just  how  it  will  do  this,  and 
how  extensively  it  will  compensate 
current  equity  owners  of  those  oil  de- 
posits, will  be  made  known  by  next 
March  or  April.  Uncertainty  over  that 
bit  of  socialistic  action  is  holding  up 
financing  of  North  Sea  development. 

But  on  top  of  participation,  there 
is  the  all-important  question  of  the 
tax  bite  on  North  Sea  oil.  When  North 
Sea  exploration  began,  the  British 
government,  eager  to  start  companies 
drilling,  proposed  taxation  terms  of 
a  52%  corporation  tax  plus  a  12.5% 
royalty.  This  is  going  to  change,  with 


figures  up  to  80%  plus  royalty  being 
mentioned,  and  feared. 

When  existing  North  Sea  oil  fields 
were  judged  commercially  feasible, 
world  oil  was  selling  at  $5  a  bar- 
rel landed  at  Botterdam.  That  price 
is  now  $12.50.  The  British  govern- 
ment, as  the  oil  companies  anticipat- 
ed, is  going  to  recover  some  of  that 
escalation  through  an  excess-profits 
tax.  But  how  much?  For  while  oil 
prices  have  skyrocketed,  so  have 
costs.  Says  Edward  Monteith,  presi- 
dent of  London's  International  En- 
ergy Bank— a  consortium  set  up  by 
Bepublic  National  Bank  of  Dallas  and 
five  other  banks— "An  oil  field  we  were 
looking  at  cost  $300  million  to  devel- 
op last  January,  $390  million  by  May, 
and  now  it's  $500  million." 

The  British  government's  intention, 
as  near  as  it  can  be  known,  is  to 
effectively  limit  the  profits  companies 
can  take  out  of  the  North  Sea.  Min- 
ister of  Energy  Eric  Varley  spoke 
publicly  during  the  recent  election 
campaign  of  returns  "as  high  as  20%, 
as  low  as  10%."  Even  presuming  he 
was  referring  to  an  aftertax,  dis- 
counted cash  flow  return  on  capital, 
the  high  figure  is  only  fair— and  the 
low  figure  is  lunatic  in  a  day  when 
the  cost  of  money  to  be  borrowed 
for  North  Sea  oil  is  at  least  11&%. 

That's  11&%,  if  you  can  get  it.  And 
if  you're  a  small  company,  perhaps 
not  an  oil  company  at  all  but  an  in- 
vestor with  a  percentage  stake  in  a 
North  Sea  oil  find,  you  can't  get  it 
unless  you  want  to  put  up  at  risk 
your  other  assets,  be  they  your  prin- 
cipal business  or  your  net  worth  or 
whatever.  The  potential  loss  of  these 
smaller  investors  places  a  greater  bur- 
den on  the  oil  majors  operating  the 
field  to  pick  up  additional  finance. 
Of  course,  it  opens  the  way  for  new 
investors  should  they  feel  like  taking 
a  flyer  in  the  North  Sea.  But  today 
there  are  no  takers,  thanks  to  the  con- 
tinuing uncertainty.  Beports  are  cur- 
rent that  some  of  the  smaller  inves- 
tors with  Burmah  Oil  in  the  giant 
Ninian  field  are  having  to  back  out. 
Independent  oilmen  Hamilton  Bros, 
and  their  nonoil  business  partners  in 
the  small  Argyll  field  are  reported  to 
be  arranging  financing  through  an  oil 
payment  deal  with  Texaco. 

If  the  tax  policies  reduce  the  prof- 
itability of  North  Sea  oil,  there  is  a 
real  risk  that  up  to  half  a  million 
barrels  a  day  of  anticipated  produc- 
tion from  the  smaller  fields  will  not 


\ 
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Lifeline.  Britain's  survival  depends 
these  days  on  wealth  that  comes  in 
from  the  sea  in  pipes,  not  ships. 

be  produced  at  all.  The  oil  majors 
will  concentrate  on  producing  only  the 
giant  fields,  where  volume  makes  up 
for  the  low  unit  profitability. 

Edinburgh's  prestigious  and  pow- 
erful investment  managers  Ivory  & 
Sime— managing  over  $1  billion- 
are  heavily  involved  in  the  North  Sea 
through  specialized  vehicles,  with 
names  like  Viking  Besources  and 
North  Sea  Assets,  in  which  it  par- 
ticipates and  acts  as  manager.  "We 
thought  originally  that  people  would 
fall  over  themselves  to  put  money  in 
the  North  Sea,"  says  the  firm's  Bichard 
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Banks 
shouldn't  hold  up 

"'  either. 

A  company  called  TRW  is  helping  banks  reduce  those  long  lines  that 

keep  customers  fretting  in  front  of  tellers'  windows.  By  providing  a  new 

electronic  teller  terminal. 

It  lets  bank  tellers  handle  most  transactions  in  seconds.  Result: 

More  efficient  service  and  shorter  lines.  Happier  customers  and 

happier  bankers. 

TRWs  terminal  gives  instant  and  positive  customer  identification. 

It  automatically  updates  accounts  at  the  time  of  each  transaction.  It 

maintains  a  continuous  cash  position  for  each  teller  and  each  branch. 

It  displays  answers  to  queries  in  simple  English,  not  in  computer  code. 

And  it  assures  banks  of  flexibility  in  choice  of  computers  as  electronic 

funds  activities  increase. 

Over  the  next  five  years,  banks  and  thrift  institutions  probably  will 

install  more  than  237,000  teller  terminals,  making  an  investment  of 

more  than  $2  billion.  TRW  will  be  one 
of  the  major  suppliers  of  these  terminal 
systems. 

A  company  called  TRW,  more 
than  90,000  people  worldwide,  working 
and  growing  in  electronics,  in  energy 
systems  and  in  transportation. 

For  more  information  about 
TRW,  write  Corporate  Public  Relations, 
Dept.  FB,  23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 


TRW 


Teller  transaction  terminals  designed 
and  built  by  the  FDS|i  Division  of  TRW, 
are  saving  time  for  banks  and  thrift 
institutions  all  across  the  country. 


FLORIDA 


WAVERIY  GROWERS 


Photo  is  of  OeLuxe  Packing 

CHRISTMAS  GIFT 

Send  a  box  of  FLORIDA  ORANGES  AND 
GRAPEFRUIT,  beautifully  package.)  with 
sunshine,  as  a  Christmas  gift,  (»ifl  certificates 
available,  too.  Guaranteed  satisfaction  for  57 
years.   Free  color  brochure. 

''«  bushel,  all  fruit,  S7.50;  mini-deluxe,  $9.75; 
'/2  bu.,  $9.75;  deluxe.  $13.25;  %  bu..  $13.; 
deluxe,  $16.50;  bu..  economy,  $13.50;  all  fruit, 
$15.50;  deluxe,  $19;  all  fruit  picnic  basket. 
$15.50;  deluxe  picnic.  $19;  super  deluxe.  $21. 
(Measurement*  are  container  litm) 
Master  Charge  Honored 

No. 


WAVERLY  BRAND  GROWERS 

1  Citrus  Ave. 

Waverly,  Florida  3387  7 

Ph.  (813)  293  5107 


Control  Meeting 
Budgets 


with  an 
Ail-Inclusive 
Total  Concept 
Group  Plan 


4  days/3  nights 
$154.50* 

per  person,  double 


The  ultimate  in  group  facilities  for  up  to 
600.  21  completely  equipped  meeting 
rooms.  Matchless  accommodations  for  420 
persons.  Outstanding  recreational  facilities. 
Rate  includes  Twin  Bedded  Room,  all 
Meals,  Conference  Room,  Cocktail  Recep- 
tion, alf- Green  fees  On  3  Great  Courses, 
Tennis  on  8  Courts,  Transfer  to  and  from 
Phoenix,  Taxes  and  Gratuities. 

•  177  50  Feb    1     Apr.  6,   1975 

Write  for  details    Reade  Whitwell,  Vice  Pres 

THE  WIGWAM 

LITCHFIELD  PARK,  ARIZONA  85340 

Telephone   (602)  935  381  I 

Tetley/Warner  Represented 


M.  Martin.  Ivory  &  Sime  partner  Pe- 
ter de  Vink  adds  hopefully  that  "if 
people  were  seen  to  make  a  fair  re- 
turn, then  investment  would  come." 

And  what  is  a  fair  return?  In  Aber- 
deen, Charles  Jordan,  who  runs  a  lo- 
cal office  for  London  merchant  bank- 
ers Charterhouse  Ltd.,  thinks  25%  on 
capital  aftertax  is  all  right.  The  men 
in  Edinburgh  place  it  higher,  closer 
to  35%,  considering  the  risks  in  North 
Sea  ventures.  It  is  extremely  doubtful 


that    a    socialist    British    government 
will  allow  such  a  rate  of  return. 

"The  honeymoon  is  over,'  savs 
John  Campbell  of  Edinburgh's  met  - 
chant  bank  Noble  &  Grossart.  "Up  to 
three  or  four  months  ago,  anything 
you  wanted  to  do  in  the  North  Sea, 
\  hi  would  find  money  for  some 
where."  Precisely.  Four  months  ago 
takes  you  back  to  July,  when  the  La- 
bour government  published  a  white 
paper  announcing  its  intention  to  pai  - 


Squeeze  'Em  Till  It  Hurts 


The  first  man  victorious  British 
Prime  Minister  Harold  Wilson  re- 
ceived upon  returning  to  duty  at 
Number  10  Downing  Street  in  Lon- 
don was  Lionel  (Len)  Murray,  the 
quiet-spoken,  52-year-old  leader  of 
the  Trades  Union  Congress  (TUC), 
the  British  equivalent  of  the  AFL-CIO. 
It  figured.  Wilson  was  indebted  to 
Murray  for  a  loose  agreement  with 
the  powerful  labor  unions  that  seemed 
at  least  to  promise  the  hope  of  indus- 
trial peace  to  a  country  that  knows 
little  of  it.  Murray  engineered  the 
unions'  acceptance  of  that  agreement, 
called  the  "social  contract." 

Now  the  huge  question  is:  How 
far  will  Harold  Wilson's  government 
carry  out  the  Labour  Party's  program 
of  nationalization  of  British  indus- 
try? That  industry  is  reeling  from 
short-term  problems  of  cash  shortage, 
the  result  of  chronic  long-term  prob- 
lems of  cash  shortage,  in  turn  the  re- 
sult of  chronic  long-term  problems  of 
low  productivity,  low  profitability  and 
low  investment. 

The  man  who  has  the  key  voice 
in  determining  that  is,  again,  Len 
Murray.  Murray  is  not  a  Communist, 
nor  is  he  an  ignorant  man;  he  is  an 
Oxford-educated  economist.  But  if 
"moderate"  Oxford  economists  talk  as 
Murray  does,  who  needs  extremists? 

Murray  fully  agrees  with— indeed, 
he  undoubtedly  had  a  strong  hand 
in  framing— the  policy  that  Britain's 
aerospace  and  shipbuilding  indus- 
tries should  come  under  state  owner- 
ship. How  will  that  help  these  in- 
dustries? "How  have  they  helped 
themselves  in  the  past?"  Murray  asked 
rhetorically  in  a  pre-election  inter- 
view with  Forbes.  "By  holding  out 
their  hands  to  the  government  for 
money.  I  want  to  make  them  direcdy 
responsible  to  the  state,  to  the  tax- 
payer, for  the  way  they  spend  the 
money.  They've  not  done  very  well  in 
private  enterprise." 

Doesn't  British  labor— among  Eu- 
rope's lowest-paid  and  least  produc- 
tive—have to  share  part  of  the  blame? 
Murray  doesn't  see  it  that  way.  "The 
living  standards  of  workers   in   other 


of  return 
can't    see 
therefore 
vou    have 
long-term 


Murray 
of  TUC 


countries  of  Europe  have 
gone  up  a  damn  sight 
faster  than  ours  over  the 
last  20  years.  We  don't 
believe  we're  responsible. 
We're  going  to  ask  for 
more  money." 

The  TUC  is  going  to 
ask  for  more  money,  but 
what  if  the  companies 
don't  have  it?  Murray's 
answer:  Nationalization. 
"If  people  whose  job  it  is 
to  take  a  short-term  view 
on  their  money 
a  return  and 
won't  put  up  the  money, 
to  contrast  that  with  the 
view  and  say:  'We  need 
to  have  this  sort  of  company  go  on 
making  this  sort  of  thing.'  If  only  gov- 
ernment will  do  that,  then  that's  what 
needs  to  be  done." 

Len  Murray  has  made  it  clear  that 
he  doesn't  care  whether  private  in- 
dustry makes  a  profit  or  not.  "I  be- 
lieve," he  told  Forbes,  "that  we  ought 
to  have  a  high-wage  economy  and 
put  the  pressure  onto  the  employer." 
In  a  curious  misreading  of  U.S.  indus- 
trial history  he  added:  "We  should 
do  to  him  what  Sam  Gompers  did  to 
the  American  employers,  which  is  to 
squeeze  them  until  the  pips  squeak 
and  make  them  get  their  finger  out 
and  get  efficient.  You  [the  U.S.]  got 
high  productivity  because  you  had  a 
very  active  labor  movement." 

That  certainly  is  a  questionable  in- 
terpretation of  U.S.  history.  It  is  much 
more  plausible  that  the  U.S.  could  pay 
high  wages  because  it  had  high  pro- 
ductivity; the  horse  pulled  the  cart, 
the  cart  didn't  push  the  horse. 

Faced  with  such  an  attitude,  British 
business  is  in  deep  trouble.  A  cash 
crisis  and  low  profitability  are  forcing 
companies  to  the  wall,  and  it  looks 
as  if  the  only  way  they'll  get  any  help 
from  the  government  is  by  giving 
government  a  big  voice  in  manage- 
ment. Thus  more  and  more  British 
companies  will  come  under  effect i\< 
state  control.  And  Len  Murray  is  a 
very  powerful  force  favoring  that. 
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ticipate  in  North  Sea  oil  and  to 
change  the  original  tax  setup. 

It  is  important  for  an  understand- 
ing of  the  anxiety  beginning  to  creep 
round  the  Georgian  doorways  of  Ed- 
inburgh to  realize  that  the  really  big 
money  that  has  gone  into  and  been 
made  in  the  North  Sea  to  date  has 
been  American.  The  suppliers  to  the 
rigs,  the  rigs  themselves— which  now 
command  daily  rental  rates  of  up  to 
$43,000— have  been  American  well 
over  60%  of  the  time.  It  has  been  a 
source  of  parliamentary  inquiry  and 
concern  that  so  far  British  business 
has  shared  little  in  the  spoils. 

At  one  point,  British  investors,  insti- 
tutional and  individual,  flocked  to  get 
behind  outfits  like  North  Sea  As- 
sets-which  has  135  backers  for  its 
$50-million  capitalization.  One  of 
NSA's  activities  is  helping  to  finance 
the  building  of  an  advanced  pipe- 
line-laying barge— being  constructed  in 
Holland.  This  kind  of  equipment, 
aside  from  its  investment  attraction, 
was  to  be  the  beginning  of  a  British 
presence  in  the  advanced  engineering 
world  of  oil  exploration  and  develop- 
ment. It  still  may,  but  delays  or  can- 
cellations of  anticipated  field  develop- 
ments could  leave  expensive— $90- 
million— pipelaying  ships  idle  for  un- 
economic periods  as  early  as  1977. 

The  Stake 

It  would  be  a  shame  if  socialistic 
politics  were  to  kill  or  maim  the  boom. 
British  enterprise,  if  given  a  chance, 
would  like  to  play  a  major  part.  Aber- 
deen people  are  fondly  talking  about 
their  city  in  the  same  breath  as  Hous- 
ton, Tex.  For  this  they  want  to  at- 
tract American  expertise  in  partner- 
ship with  homegrown  enterpreneur- 
ship.  The  Boyal  Bank  of  Scotland,  for 
example,  has  five  men  in  the  U.S. 
looking  to  bring  U.S.  partners  back 
to  Scotland;  Charterhouse  has  a  man 
in  Houston  for  the  same  purpose. 

There's  a  homey  sort  of  business  re- 
lationship available  in  Aberdeen  too. 
The  principal  local  bank  is  the  Clydes- 
dale, and  its  man  Ed  Beid  is  a  friend 
of  all  the  American  toolpushers  and 
drilling  managers  who  lunch  each 
day  at  a  small  Aberdeen  hotel.  Also  a 
friend  is  Ted  Lembke,  the  Oklahoma- 
born  managing  director  of  Baker  Oil 
Tools'  new  and  expanding  factory 
just  outside  of  town. 

It's  hard  to  kill  Scottish  enterprise 
and  resiliency,  but  sometimes  London 
seems  to  be  doing  its  best  to  do  so. 
As  one  Edinburgh  investment  man- 
ager put  it  with  great  optimism:  "Oh, 
the  North  Sea  will  get  developed.  It 
has  to.  Otherwise  Britain  is  totally 
broke."  Grim  optimism  is  not  the  spir- 
it in  which  the  North  Sea  started,  but 
it's  the  prevailing  feeling  today.   ■ 
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Q^  — Captain  John  Smith  (1608) 

Today,  Maryland  is  still  a  "delightsome  land".  .  .not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  unique 
locational  advantages,  for  instance.  Maryland's  location  pro- 
vides overnight  truck  delivery  to  one-third  of  the  U.  S.  market. 
First  day  rail  delivery  reaches  37%  of  the  market. 

Three  major  railroad  lines,  350  highway  common  carriers,  the 
Baltimore-Washington  International  Airport,  the  world  famous 
Port  of  Baltimore  (200  miles  farther  inland  than  the  next  closest 
Atlantic  coast  port)  and  Maryland's  excellent  highway  network 
provide  quick  access  to  markets. 

Add  Maryland's  strong  financing  and  labor  training  programs, 
its  ombudsman  program  to  assist  existing  business  and  the 
State's  genuine  livability,  — and  you've  got  good  reason  to 
consider  Maryland  when  conducting  a  site  survey. 

Maryland 
Department  of  Economic  and  Community  Development 

Room  F-114,  2525  Riva  Road,  Annapolis,  Maryland  21401 
Phone:  301-267-5514 

Maryland 
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What's  the  international  language? 

We  ve  got  business  deals  cooking 
in  unexpected  places  In  countries 
where  the  idea  of  international  free 
trade  is  new;  the  concept  of 
capitalism,  strange. 

Now,  suddenly,  national  and 
international  interests  have  become 
a  common  denominator  for  shared 
technology 

This  technology  is  ours  to  sell 
At  a  price  fair  to  all  Whether  our 
customer  is  a  foreign  country 
or  the  local  utility,  we  believe  in 
treating  em  right 


* 


results 


A  firm  handshake  and  a  signed  contract. 

JOP  is  designing  the  world's  largest  ethylbenzene  processing 
jnit,  in  the  Caspian  Sea  area  of  Russia.  This  plant 
epresents  a  new  direction  in  international  trade.  It  all 
Degan  with  ajseries  of  business  seminars,  here  and  in  the 
Soviet  Union.  What's  next? 

UOP  sent  one  of  the  largest  business  delegations  ever  to 
30  to  the  Peoples  Republic  of  China.  For  business  seminars  and 
he  exchange  of  ideas  on  product  technology.  A  communications 
ink  was  established,  and  continues  to  work. 

Perhaps  another  international  shopper  is  about  to  discover 
hat  UOP  is  the  international  supermarket  for  efficient, 
economical  energy  systems. 

Write  for  our  latest  earnings  report:  UOP,  Ten  UOP  Plaza, 
DesPlames,  III  60016  Listed  as  UOP  on  the  NYSE 


Where  action 
results  in  a 
better  life. 
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The  Original  Swiss  Bank 

Three  deaths  and  $600,000  later,  a  Canadian  hopes 
he  finally  has  the  key  to  the  "money  pit"  mystery. 

Since  its  discovery  in  1795,  the 
"money  pit"  maze  of  flooded  tunnels 
on  Oak  Island,  Nova  Scotia,  has 
lured  and  licked  an  army  of  ama- 
teur treasure  hunters— everyone  from 
Franklin  Delano  Roosevelt  to  John 
Wayne.  FDR  expected  to  unearth  the 
missing  crown  jewels  of  France;  oth- 
ers dug  for  Inca  gold,  Spanish  plun- 
der or  even  the  remains  of  a  lost  civili- 
zation. But  all  the  hopefuls  ever  got 
for  their  total  investments  of  $3  mil- 
lion were  pieces  of  milled  metal,  a 
fragment  of  parchment— in  short,  the 
stuff  dreams  are  made  of. 

But  now  a  well-to-do  Montreal 
packaging  manufacturer  named  David 
Tobias,  who  has  put  around  $100,000 
of  his  own  into  the  pit,  says  there  is 
a  good  chance  that  he  knows  what  is 
behind  the  mystery. 

"The  'money  pit'  was  a  communal 
bank  for  English  pirates— a  sort  of 
Swiss  bank  of  its  day,"  says  the 
tweedy,  50-year-old  Tobias,  who  dis- 
likes gambling  and  approaches  Oak 
Island  as  an  intellectual  adventure. 
"We've  seen  similar  pirate  banks  in 
Haiti  and  Madagascar." 

According  to  Tobias,  once  the  main 
pit  was  finished,  each  pirate  captain 
dug  his  own  secret  tunnel  back  to 
within  30  feet  of  the  surface  and 
stashed  his  treasure  there.  Then,  the 
pirates  tunneled  to  the  ocean  and 
flooded  the  pit  (see  drawing). 

Perhaps  Edward  ( Blackbeard ) 
Teach  had  such  a  bank  in  mind  when 
he  boasted  prior  to  his  1718  behead- 
ing:  "I've  buried  my  treasure  where 


none  but  Satan  and  myself  can  find 
it."  The  pirate,  having  taken  bearings 
as  he  tunneled,  could  sail  back  at  his 
leisure,  pace  off  from  the  main  pit 
and  dig  up  his  gold.  But  all  Oak  Is- 
land's modern  treasure  hunters  can  do 
is  try  to  bail  the  Atlantic  out  of  the 
"money  pit"  or  punch  holes  at  random 
around  it  and  hope  to  get  lucky. 

Tobias  and  a  succession  of  partners 
—nearly  all  friends,  like  the  ex-head  of 
the  Toronto  Stock  Exchange  "who 
could  lose  a  sizable  investment  with- 
out regrets"— have  spent  upwards  of 
$600,000  drilling  more  than  200  holes 
since  the  early  Sixties.  Yet,  they  seem 
no  closer  to  finding  the  treasure  than 
farmboy  Daniel  McGinnis,  who  first 
discovered  Oak  Island  in  1795.  Tobias 
estimates  that  it  may  take  another  $1 
million  to  literally  get  to  the  bottom 
of  Oak  Island. 

More  than  money  is  at  risk.  Three 
men  died  at  the  pit  in  the  mid-Sixties, 
and  current  project  manager  Dan 
Blankenship  has  come  awfully  close, 
once  when  a  105-foot  shaft  collapsed. 

Tobias  and  the  rugged,  51-year-old 
Blankenship,  who  abandoned  his  pros- 
perous Florida  contracting  company 
to  treasure  hunt  on  Oak  Island  eight 
long  years  ago,  both  claim  that  they 
will  pull  out  if  they  don't  make  a 
major  breakthrough  soon. 

But  seated  in  her  living  room,  near 
the  by-the-numbers  pictures  she 
paints  to  forget  the  danger  her  hus- 
band jokes  about,  a  resigned  Mrs. 
Blankenship  says:  "He  and  my  hus- 
band promised  to  quit  before."  ■ 


Treasure  Hunting  at  the  frigid,  windswept  "money  pit"  on  Oak  Island 

has  cost  Dan  Blankenship  his  savings,  his  business  and  at  least  eight  years 

of  his  life.  He  says:  "I'm  obsessed— not  by  the  treasure,  but  by  the  mystery." 
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One  reason  Georgia-Pacific's  natural 
resource  is  getting  more  valuable  every  year: 

"Snowballing"growth. 


Georgia-Pacific  now  owns 
4.5  million  acres  of  timber- 
land.  In  addition,  we  have 
exclusive  cutting  rights  on 
1 .5  million  additional  acres, 
bringing  ourtotal  to  6  mil- 
on  acres.  On  the  land  we 


own,  we  grow  about  1 .5 
billion  board  feet  of  wood 
fiber  annually — and  this 
growth  is  snowballing 
because  of  modern  forest 
management  and  our  con- 
tinuing acquisition  of  young, 
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WOOD  FIBER 
ANNUAL  GROWTH 

on  Georgia-Pacific  Lands 
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healthy  forests. 

This  enables  us  to  further 
expand  our  manufacturing 
facilities  for  building  prod- 
ucts, pulp,  paper  and 
chemicals — which,  in  turn, 
allows  us  to  enlarge  our 
distribution  system, 
already  considered  the 
finest  in  the  industry. 
This  year  alone,  for 
example,  we  are  adding 
over  a  dozen  new  building 
products  distribution 
centers  to  our  system,  here 
and  in  Canada,  bringing 
ourtotal  to  139. 
What's  more,  we're  con- 
tinually expanding  and 
modernizing  existing 
centers. 


Increased  yield. 
Acquisition.  Greater  utili- 
zation. Expanded  distribu- 
tion. Good  reasons  why 
our  natural  resource 
continues  to  grow  more 
valuable.  Every  year. 

Send  for  a  free  copy  of 
GEORGIA-PACIFIC 
PERSPECTIVE. 
Write:  Georgia-Pacific 
Corporation,  Dept.  7-7F, 
900  S.W.  Fifth  Ave., 
Portland,  Oregon  97204. 


Douglas  Fir 


Georgia-Pacific 

The  Growth  Company 


"DB/DC  gives  our 
people  the  facts  they  need 

to  do  their  jobs? 

An  increasing  number  of  organizations  are  employing  computer-based  communications 
systems  which  provide  swift  access  to  their  central  files. 

Often  called  data  base/data  communications  (DB/DC)  systems,  they  make  it  possible  for 
users  at  a  network  of  computer  terminals,  some  perhaps  hundreds  of  miles  from  the  computer, 
to  obtain  needed  data  quickly,  to  modify  and  update  it,  and  to  enter  new  data  in  the  computer. 

Here  three  companies  report  on  their  experiences  with  DB/DC  running  on  virtual  storage 
IBM  System/370  computers. 

At  F.W.  Woolworth,  "it  puts  the  control  over  a  job  in  the  hands  of  the 

person  responsible  for  it!' 

The  capital  accounts  division  of  F.W. 
Wool  worths  central  accounting  office  in  Mil- 
waukee is  responsible  for  inventories  of  all  fix- 
tures and  equipment  in  1,850  Wool  worth  and 
Woolco  Department  Stores.  Formerly,  inven- 
tories were  maintained  on  about  400,000 
punched  cards.  It  was  difficult  to  keep  records  i 
up  to  date  and  accurate. 

Now  with  DB/DC  and  a  System/370,  per- 
sonnel can  have  current  inventory  information 
for  any  store  displayed  on  visual  screens  in 
seconds.They  can  also  add  new  information  to  the  data  base,  using  the  terminals.  Total  inven- 
tories at  all  stores  can  be  determined  monthly,  rather  than  once  a  year  as  1  >ef<  >re. 

"And  under  DB/DC,  errors  are  far  easier  to  detect  and  correct','  points  out  Jack  Nelson, 
division  manager.  "That's  because  the  people  most  familiar  with  the  data  can  oversee  its 
relevance  and  accuracy.  DB/DC  puts  users  in  direct  touch  with  the  data  they  require'.' 

At  Cummins  Engine,  "it  contributes  to  increased  factory  output  through 
more  efficient  utilization  of  production  machines  and  personnel!' 

An  important  factor  in  productivity  is  getting  the  right  parts  and  materials  to  the  right 
work  stations  at  the  right  times.  At  the  Columbus,  Indiana  plant  of  Cummins  Engine  Company! 
a  DB/DC  system  is  meeting  that  challenge  by  providing  a  complete  picture  of  parts  availability 


F.  W.  Woolworth  uses  eighty  IBM  3270  display  systems. 


Cummins  Engine  is  the  worlds  largest 
independent  maker  ofdiesel  engines. 


for  production  schedulers  and  foremen  throughout 
the  plant. 

" We  keep  17,000  different  subassemblies  in  stock 
continuously, "  says  W.  Patrick  Snyder,  vice  presi- 
dent, Columbus  manufacturing. "When  a  new  ship- 
ment of  parts  is  received,  all  items  are  entered  in 
the  data  base  through  visual  display  terminals. 
Withdrawals  from  stock  are  entered  the  same  way, 
thus  keeping  our  on-hand  inventory  status  current. 
"Through  other  terminals,  schedulers  on  the 
shop  floor  can  query  the  data  base  as  to  quantities 
on  hand  and  their  locations.  They  can  put  a  'hold' 
on  those  required  for  use.  Machines  and  operators 
can  then  be  scheduled  with  the  assurance  that 
needed  parts  will  be  available  for  each  job. 

"We  can  thus  react  quickly  to  meet  customer 
delivery  dates,  while  at  the  same  time  gaining  scheduling  flexibility. 

"DB/DC  and  our  System/370  are  definitely  major  contributors  to  increased  factory  output 
through  more  efficient  utilization  of  production  machines  and  personnel'.' 

At  Harper  &  Row,  "our  whole  data-handling  process  has  been  speeded  up!' 

"The  bottlenecks  that  have  traditionally  plagued  the  book  distribution  business  have  been 
sharply  reduced.  Our  whole  data-handling  process  has  been  speeded  up,  with  an  entire  week 
cut  from  the  elapsed  time  between  order  receipt  and  shipment.  And  our  shipment  error  rate 
is  down  from  3V2%  to  1%'.' 

So  says  Jack  McTaggart,  director  of 
distribution  for  Harper  &  Row,  of  his  firm's 
System/370-based  DB/DC  system.  The 
New  York  publishing  house  uses  the  sys- 
tem for  order  entry,  inventory  control  and 
customer  service. 

The  data  base  system  monitors  the 
status  of  about  17,000  titles  in  three  widely 
separated -warehouses.  Personnel  filling 
orders  for  shipment  to  the  firm's  60,000 
customers  use  terminals  to  determine 
what  can  be  shipped  and  from  where. 

"We've  significantly  improved  our  abil- 
ity to  get  our  books  on  retailers'  shelves','  adds  McTaggart.  "DB/DC  gives  our  people  the  facts 
Lhey  need  to  do  their  jobs'.' 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write 
£M  Corp.,  Dept.  83F-FO,  1133  Westchester  Ave.,  White  Plains,  N.Y.  10604 


Harper  &  Row  processes  an  average  of 
2,200  book  orders  daily. 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 
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Asarco  copper:  as 

as 


vital  for  phones  today 
it  was  75  years  aqo. 


Soon  after  Asarco  was  organized  in  1899,  the  com- 
munications industry  grew  by  leaps  and  bounds.  And 
the  demand  for  copper  along  with  it.  In  the  past  75 
years,  Asarco  has  produced  more  than  26  million 
tons  of  refined  copper,  much  of  it  for  wire. 

Copper  wire  delivers  the  message  instantly— every- 
thing from  the  human  voice  to  computer  bits.  But 
finding  a  copper  deposit,  and  developing  it  into  a  pro- 


ductive mine  takes  years. 

We  explore  for  the  new,  while  recycling  the  old. 
Working  years  ahead  on  every  continent  to  meet  the 
need  for  copper,  silver,  lead,  zinc  and  other  metals. 

We're  a  major  world  producer  of  these  essential 
materials  because  we  take  the  long  view.  Have  for  75 
years.  We  keep  up  by  keeping  ahead.  From  head- 
quarters at  120  Broadway,  New  York,  N.Y.  10005. 


ASARCCP 

American  Smelting  and  Refining  Company 


All  Systems 

Go 


Business  looks  great  out  to 
1980,  says  Union  Carbide's 
Wilson.  But  is  that  a  fact 
or  a  rose-colored  vision? 

"We're  coming  under  a  tremendous 
amount  of  criticism  today,"  says  Un- 
ion Carbide  Chairman  F.  (for  Fran- 
cis) Perry  Wilson.  But  his  smile  tells 
you  it's  the  kind  of  criticism  that 
bothers  him  all  the  way  to  the  bank. 

"We're  getting  letters  from  con- 
gressmen and  senators  all  over  the 
place  wanting  to  know  why  we  can't 
supply  people  in  their  constituen- 
cies," he  goes  on.  "Well,  the  answer 
is,  these  people  have  never  bought 
from  us  before.  We  can't  take  on  any 
new  customers  in  chemicals  and  plas- 
tics and  some  other  areas  of  our  busi- 
ness when  most  of  our  old  customers 
are  on  allocation." 

Until  recently  it  has  been  the  uni- 
versally happy  plight  of  raw  materials 
producers  in  a  world  strained  by 
global  commodity  shortages.  While 
demand  has  fallen  off  sharply  for 
some  commodities  in  recent  weeks, 
for  Carbide,  those  shortages  still  ex- 
ist in  bulk  chemicals  and  plastics 
( about  40%  of  sales ) .  They  exist  in  in- 
dustrial gases,  ferroalloys  and  car- 
bons (about  36%  of  sales),  which  are 
crucial  to  the  manufacture  of  steel 
and  other  metals.  And  steel  is  in 
short  supply  the  world  over. 

Although  physical  shipments  at 
Union  Carbide  will  rise  only  about 
5%  this  year,  Wilson  predicts  sales  vol- 
ume will  climb  at  least  35%,  to  $5 
billion  plus— thanks  almost  entirely  to 
price  hikes.  With  plants  operating  at 
capacity  around  the  clock  and  prices 
soaring,  Carbide's  aftertax  earnings 
are  soaring  out  of  sight.  Last  year 
they  climbed  nearly  42%,  to  $291  mil- 
lion ($4.78  a  share).  On  top  of  this, 
Carbide  could  pile  a  further  78%  gain, 
to  around  $518  million  ($8.50)  if  the 
growth  rate  for  the  first  nine  months 
continues.  And  those  are  solid  earn- 
ings; Carbide  is  on  last-in,  first-out 
accounting,  and  has  been  since  1941. 

Time  was  when  Wall  Street  got 
really  turned  on  by  chat  kind  of  "per- 
formance." No  more.  At  a  recent  price 
of  44,  Carbide  common  manages  to 
sell  above  per-share  book  value,  but 
at  not  even  six  times  the  1974  per- 
share  earnings  of  $8.70  that  some 
analysts  predict. 

The  stock  market,  however,  is  put- 
ting no  crimp  in  Carbide's  expansion 


Wilson  of  Union  Carbide 

plans.  Its  capital  spending  is  slated 
to  rise  from  around  $550  million  this 
year  to  $875  million  next  year  and  $1 
billion  in  1976,  in  contrast  to  an  av- 
erage of  about  $350  million  a  year 
from  1968  to  1971. 

That  expansion  is  long  overdue, 
Wilson  says,  because  previously  prof- 
its were  too  thin  to  support  this  kind 
of  spending.  "One  of  the  reasons  our 
•construction  figures  were  so  low  dur- 
ing that  period,"  he  explains,  "was 
that  we  couldn't  pass  on  our  cost  in- 
creases. We  were  caught  during  the 
wage-price  freeze  with  a  profit-mar- 
gin limitation  that  was  the  lowest  in 
our  corporate  history,  including  the 
Depression  days  of  the  early  Thirties. 
The  price  index  of  chemicals  and  plas- 
tics was  at  64,  based  on  a  1957-59 
base  period  of  100.  If  we  hadn't  been 
able  to  get  out  of  that  box,  we'd  have 
been  in  real  serious  trouble!" 

Clearly  he  expects  Carbide's  prices 
to  continue  strong  for  some  time. 
"O.K.,  our  prices  are  back  up  to  1957- 
59  levels,"  he  says,  "but  they're  still 
about  15%  below  the  national  indus- 
trial price  index." 

Is  that  a  rose-colored  crystal  ball 
Perry  Wilson  is  using?  International 
shortages  no  longer  exist  in  many  plas- 
tics and  fibers,  say  some  chemical  in- 
dustry analysts,  and  demand  is  slow- 
ing noticeably  in  the  U.S.  from  the 
depressed  auto  making  and  housing 
industries. 


"Oh,  I  can  see  some  signs  of  soften- 
ing," Wilson  concedes.  "In  the  polyols, 
for  example,  which  are  made  into 
urethane  foam  for  the  automobile  in- 
dustry, and  in  phenolic  resins,  which 
go  into  products  for  the  homebuilding 
and  appliance  industries."  But  within 
18  months  or  so  Wilson  expects  a 
pickup  in  those  markets.  He  looks  for 
a  federally  induced  easing  of  mort- 
gage money  and  a  "settling  down"  of 
the  energy  crisis. 

"I  think  the  prospects  in  our  end 
of  the  chemical  industry  look  bright 
right  out  into  1980,"  says  Wilson,  "be- 
cause in  the  businesses  we're  in, 
there's  such  a  shortage  of  capacity 
worldwide  that  even  if  there's  a  pro- 
longed flattening  or  downturn  in  the 
economy,  there's  going  to  be  adequate 
demand  to  keep  most  of  these  facili- 
ties operating." 

Add  to  that  the  proposed  hike  in 
the  investment  tax  credit  from  7%  to 
10%,  which  may  prolong  the  capital 
spending  boom,  and  prospects  for  the 
steel-oriented  industrial  gas,  ferroalloy 
and  carbon  businesses  look  scarcely 
less  bright,  Wilson  continues.  Partic- 
ularly since  Carbide  has  a  dominant 
position  in  each  of  those  areas. 

Unless  .  .  .  there  is  a  prolonged  coal 
strike  come  November. 

"That's  a  major  worry,  no  question 
about  it,"  says  Wilson.  "If  a  coal  strike 
goes  on  more  than  two  weeks,  where 
are  the  steel  companies  going  to  get 
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Some  people 
don't  know  us. 

But  we're  changing  that. 

We've  put  together  a  highly  trained 
team  of  real  estate  and  construction  spe- 
cialists. Backed  them  up  with  a  strong 
supply  of  labor  and  equipment.  Put  them 
in  the  Southeast  where  favorable  growth 
is  taking  place.  And  given  them  the  green 
light  to  help  solve  your  commercial  and 
industrial  land  need  problems. 

If  you  don't  know  us,  maybe  you  should. 

MCDOWELL 

ENTERPRISES  INC. 

P.O.  BOX  148.  NASHVILLE,  TENNESSEE  37202 
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the  coke?  And  if  the  steel  industry  is 
affected,  it  hits  the  automotive  indus- 
try, the  construction  industry.  Then 
there  are  all  the  electric  utilities  that 
use  coal.  I  would  certainly  hope  there 
would  be  federal  intervention.  I  don't 
think  this  country  can  afford  a  pro- 
longed coal  strike.  It's  a  frightening 
thing." 

Feedstocks? 

What  about  oil  and  natural  gas? 
Union  Carbide  plants  need  to  be  fed 
each  day  with  somewhere  between 
150,000  and  200,000  barrels  of  crude. 
In  January  and  February  of  this  year 
that  vital  supply  line  ran  short  of  re- 
quirements by  about  5%.  Will  feed- 
stock shortages  undercut  Carbide's 
bright  market  prospects? 

"We  have  all  the  basic  raw  mate- 
rials we  need,"  Wilson  answers  con- 
fidently. "That  is  assured  through 
long-term  contracts,  participations  in 
oil  and  gas  exploration,  and  of  course 
our  pipeline  and  gathering  network 
that  extends  out  into  the  Gulf  of  Mex- 
ico and  throughout  the  Southwest." 

One  obvious  way  to  assure  a  con- 
tinued supply  of  Middle  Eastern  oil  is 
to  give  the  producing  countries  what 
they  want:  industrial  development. 
Since  August  Carbide  has  been  ex- 
ploring a  proposed  $700-million  petro- 
chemical complex  that  it  may  under- 
take jointly  with  the  National  Petro- 
chemical Co.  of  Iran.  "We're  doing 
feasibility  studies  on  that  right  now," 
says  Wilson.  "This  would  be  a  fully 
integrated  petrochemical  complex 
that  would  have  tied  into  it— ob- 
viously—a  commitment  for  crude  we 
could  use  in  any  other  part  of  the 
world.  I'm  sure  most  major  chemical 
companies  are  doing  the  same  thing. 
It's  obviously  in  their  best  interest." 

Back  in  the  mid-Sixties,  of  course, 
all  the  major  chemical  companies  were 
also  busy  building  huge  new  plants. 
That's  why  there  was  such  serious 
price  erosion  in  bulk  chemicals  in  the 
late  Sixties.  Will  that  sort  of  thing 
happen    again? 

"The  danger  of   overcapacity  today 
is  as  remote  as  it  lias  hern  iii  all  my 
33  years  in   this  business,"  Wilson   n 
plies.  "I  think  people  in  the  chemical 
industry   have   learned   a   very   hard 

lesson     in     the     past     ten     years     ahont 

what  overcapacity  can  do  to  you.  A 

great  deal  ol  soul  searching  was  dune 
Besides,  you  know,  it'll  he  2,  2)i 
years  before  any  real  sizable  capacity 
COmei  on  stream  am  w  a\ 

Another  hard  lesson  V n  Carbide 

learned    during    that    period    was    how 

to  build  a  large  petrochemical  emu 

pies    BO    that    it    doesn't    gush    red    ink 

for  three  or  foui    years  straight,  as 
irbide's   big  Tafl     La    facilitj    did 
hum  L987to  L970. 
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There's  a  treasure  of 
Natural  Gas  beneath  our  earth. 


To  get  the  gas,  we  must  drill  deeper  and  spend  more, 
but  natural  gas  should  still  be  your  best  buy  overall 

Deep  drilling,  five  miles  and  more  into  the  earth,  is 
just  one  of  many  projects  the  gas  industry  is  working  on 
to  get  more  gas.  Were  exploring  continually  to  discover 
new  fields,  for  instance  the  large  new  supplies  in  Alaska. 

Were  also  drilling  offshore,  experimenting  with  synthetic 
gases  and  importing  Liquefied  Natural  Gas.  By  1990  new 
sources  will  provide  nearly  a  third  of  Americas  gas  energy. 

Use  gas  wisely.  Its  clean  energy  for 

today  and  tomorrow.  acjis^s"  6 


Past-vs-Present  Comparison:  ' 

18  'BIG  BOARD'  STOCKS 
FOR  THE  PRICE  OF  ONE? 

This  list  of  18  NYSE  stocks— which  are  by  no  means  unique 
may  help  point  up  the  extraordinary  condition  of  the  market: 


Telex 

Columbia  Pictures 
Helena  Curtis 
Sanders  Associates 
General  Steel 
United  Brands 


Ampex 

Seaboard  World  Air 

Pan  Am 

Lear  Siegler 

Avco 

Berkey  Photo 


Lockheed  Aircraft 
Bangor  Punta 
Chris  Craft 

Mohawk  Data  Sciences 
Kaufman  &  Broad 
GAC  Corp. 


At  their  pre-1971  highs,  the  average 
price  per  share  for  any  ONE  of  these  stocks 
worked  out  to  about  $50. 

Today,  you  could  buy  shares  of  ALL  18 
for  less  than  $50.  Their  average  price  per 
share  is  less  than  $2.70.  (Value  Line  Invest- 
ment Survey  10/11/74). 

But  the  foregoing  is  just  a  statistical  com- 
parison— NOT  a  suggested  course  of  ac- 
tion. We  present  this  exhibit  simply  as 
symptomatic  of  the  unusual  situations  tak- 
ing shape  in  today's  deeply  depressed 
stock  market. 

What  about  all  those 
Stocks  at  $2,  $3,  $4. 

Of  the  more  than  1500  stocks  (most  of 
them  on  the  NYSE)  under  continuous 
review  by  The  Value  Line  Investment 
Survey,  currently  (as  of  10/11/74)  we  find 
that .  .  . 

.  .  .  326  of  these  stocks  are  under 
$5— with  161  down  below  $3.  (In  the  dismal 
year  of  1970,  just  61  of  the  Value  Line  1500 
sank  below  $5;  the  subsequent  recovery 
gains  of  all  61— from  their  1970  lows  to 
their  1971-73  highs— averaged  more  than 
+300%.) 

...  of  the  326  stocks  now  under  $5,  only 
65  are  rated  favorably  by  Value  Line  for 
their  Probable  Market  Performance  in  the 
Next  12  Months  relative  to  all  the  others; 
101  are  rated  unfavorably  and  should,  we 
think,  be  completely  avoided;  the  rest  are 
rated  average. 

(While  not  every  stock  will  always  per- 
form in  accordance  with  its  Value  Line 
rating,  such  a  large  majority  have  in  the 
past  that  we  believe  you  can  weight  the 
odds  heavily  in  your  favor  by  checking  your 
investments  against  these  ratings.) 

NOTE:  Many  of  the  stocks-under-$5 
cited  above  are  relatively  volatile.  They  can 
be  expected  to  outswing  the  market  not 
only  going  up  but  also  going  down. 

Get  Ready  Now. 

Value  Line  believes  that  today's  market 
is  more  deeply  undervalued  than  at  any 
time  since  1949.  (The  Value  Line  average  of 
more  than  1500  stocks  is  at  its  lowest  point 
ever  since  its  establishment  in  1961.) 


When  a  major  market  recovery  really 
takes  hold,  it  is  likely  to  move  with  con- 
siderable speed.  Now,  we  believe,  is  the 
time  to  get  ready.  To  help  you  do  so,  we  in- 
vite you  to  accept  the  following  special 
offer: 

Special  $29  Offer. 

You  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  13 
weeks  for  only  $29.  Your  introductory  trial 
will  bring  you  everything  that  goes  to  the 
full-term  subscribers,  including  . . . 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  (24  pages)  .  .  .  showing  the 
current  ratings  of  more  than  1500  stocks 
for  future  relative  Price  Performance  and 
Safety— together  with  their  Estimated 
Yields  and  the  latest  earnings,  dividends 
and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  ft 
REPORTS  section  (144  pages) .  .  .  with 
full-page  analyses  of  about  120  stocks,  in- 
cluding key  operating  and  financial 
statistics  going  back  10  years,  plus  es- 
timates 3-to-5  years  ahead.  During  the 
course  of  every  13  weeks,  new  full-page 
reports  like  this  are  issued  on  every  one  of 
the  more  than  1500  stocks  under  regular 
review. 

EVERY  WEEK  a  new  SELECTION  ft 
OPINION  section  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Rec- 
ommended Stock— plus  a  wealth  of  invest- 
ment background  including  the  Value  Line 
Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  .  .  .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Ser- 
vice (sold  separately  for  $35),  with  our 
latest  full-page  reports  on  all  stocks  under 
review— fully  indexed  for  your  immediate 
reference.  This  two-volume  bonus  will  be 
shipped  to  you  by  special  handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  the  Value  Line  Survey,  just  return  the 
material  you  have  received  within  30  days 
for  a  full  refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


The  Value  Line  Investment  Survey  x$§^ 

ARNOLD  BERNHARD  &  CO..INC.  •  5  EAST  44TH  ST,  NEW  YORK,  NY.  10017  V 
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D  Begin  my  13  week  trial  subscription  to  The  Value  Line  Invest- 
ment Survey  at  the  special  money-saving  rate  of  just  $29.  As 
a  bonus  at  no  extra  cost,  I  will  also  receive  The  Investors  Ref- 
erence Service.  I  have  enclosed  my  $29  check  or  money  order 
This  offer  is  limited  to  new  subscriptions  and  is  available  only 
once  to  any  household. 

D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  In- 
vestors Reference  Service  for  $224. 

D  Payment  enclosed      D  Bill  me  for  $224 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 


J16M15 


SIGNATURE 


NAME 
(PLEASE  PRINT) 


CITY 


STATE 


ZIP 


NY  residents  please  add  applicable  salestan  Foreign  rates  available  on  request 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent ) 


"Taft  was  initially  a  'single  train' 
plant,"  Wilson  explains,  "one  that  is 
as  large  in  size  as  you  can  possibly 
make  it,  based  on  equipment  limita- 
tions. One  compressor,  for  example, 
of  the  largest  size  that  can  be  made 
determines  the  size  of  the  plant.  Ev- 
erything depends  on  every  single  piece 
of  equipment  working.  Well,  that  just 
isn't  feasible.  Any  piece  of  equipment 
is  going  to  go  wrong  at  some  point, 
and  then  that  stops  your  whole  pro- 
cess. Now,  instead  of  one  enormous 
compressor  feeding  those  distillation 
columns,  we  have  two  somewhat 
smaller  ones,  so  that  if  one  breaks 
down,  at  least  you  can  run  at  50% 
of  capacity." 

Wilson  cites  with  pride  the  $350 
million  Ponce  complex  in  Puerto  Rico 
—a  plant  of  equivalent  size  built  after 
Taft— that  came  on  stream  ahead  of 
schedule  and  under  estimate,  thanks 
to  its  "dual  equipment." 

Paper  Diapers? 

For  years  Carbide  was  merely  av- 
erage in  profitability  in  the  chemical 
industry,  and  below  average  in  earn- 
ings growth  largely  because  of  its 
comparative  lack  of  specialty  chemi- 
cals and  consumer  products  (other 
than  Eveready  batteries,  Prestone 
antifreeze  and  Gladwrap).  To  over- 
come that  obstacle,  Wilson's  prede- 
cessor, Birny  Mason  Jr.,  encouraged 
such  new  ventures  as  fish  breeding 
and  farming,  radio  pharmaceuticals, 
seed  tape  for  farms  and  home  gar- 
dens, blood  analyzers  and— last  but 
not  least— disposable  paper  diapers 
(called  Drydees  and  now  being  test- 
marketed  in  New  England) . 

Today  Wilson,  a  chemical  engi- 
neer and  a  production  man,  pays  lip 
service  to  such  efforts:  "We're  still 
trying  to  become  more  specialty-  and 
consumer-oriented  in  the  company." 
But  it  is  little  more  than  Up  service: 
"It's  really  impossible  to  do  it  with  the 
size  of  our  company,"  he  concedes. 
"Let's  say  our  sales  are  $5  bilhon  this 
year.  To  make  a  dent  in  that  with  any 
consumer  product  is  pretty  difficult 
when  the  capital-intensive  side  of  the 
business— the  commodity  areas— is 
growing  too.  And  you  can't  let  that 
go.  Otherwise  you'd  be  abdicating 
your  position." 

Wilson  makes  a  convincing  case 
that  Carbide's  low-profit  days  are  well 
behind  it.  He  may  well  be  right,  but 
events  have  a  way  of  undermining 
these  upward  trends  just  at  the  mo- 
ment they  look  strongest.  But  such 
worries  are  for  tomorrow.  For  today, 
even  while  prospects  are  darkening 
for  much  of  the  economy,  Perry  Wil- 
son is  basking  in  a  glow  of  profit- 
ability the  likes  of  whicli  (lie  chemi 
cal  industry  hasn't  seen  in  years.   ■ 
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How  one  Chemical  lease 

is  helping  children  play  in 

Toronto  Harbor. 


Chemical  is  in  the  leasing  business  in 
a  big  way.  For  example,  we  worked  out  an 
innovative  financing  package  for  the 
company  that's  dredging  Toronto  Harbor.  It 
included  buying  one  of  the  worlds  largest 
underwater  vacuum  cleaners  and  leasing  it 
back  to  them.  And  now 
as  the  harbor  gets 
deeper,  what  used  to  be 
on  the  bottom  is  being 
raised  to  create  a  new 
aquatic  park. 

Under  this  arrange- 
ment everybody  benefits 
The  company  doing  the 
dredging  doesn't  have 
its  working  capital  tied 
up.  The  cost  to  Toronto 
is  less  than  it  would 
have  been  with  conven- 
tional financing. 
And  Toronto's  children 
get  a  beautifully  landscaped  park  to  play  in. 

Toronto  is  just  one  of  Chemical's  leasing 
projects.  Through  our  leasing  subsidiaries, 
we're  involved  world-wide  in  leasing 
everything  from  oil  tankers  and  747  s  to 
bookkeeping  machines  and  dental  drills — 
even  complete  plants  and  equipment. 

What  to  lease-and  why. 

You  can  lease  virtually  any  kind  of  equip- 
ment your  business  needs.  And  leasing 
has  a  number  of  advantages  beyond 
preserving  working  capital.  You  pay  for 
equipment  at  today's  prices  with  tomorrow's 
dollars.  Lease  rentals  are  tailored  to  meet 
your  own  cash-flow  requirements. 
And  you  may  obtain  certain  tax  benefits 
you  don't  have  with  traditional  financing. 
But,  of  course,  every  case  is  unique  and  you 


should  discuss  it  with  an  expert  before  you 
go  ahead. 

Leasing  from  Montreal  to  Milan. 

Our  leasing  affiliates  or  subsidiaries  cur- 
rently have  offices  in  New  York,  Chicago, 


Toronto,  Montreal,  Brussels,  Frankfurt, 
London,  Milan,  and  Sao  Paulo,  and  are  plan- 
ning to  open  many  more.  If  you're  not  in  any 
of  these  cities,  contact  the  nearest  Chemical 
Bank  branch  or  representative  office. 

Our  world-wide  network. 

Main  Office:  20  Pine  Street,  New  York, 
N.  Y 10015.  Beirut,  Bermuda,  Birmingham, 
Bogota,  Brussels,  Buenos  Aires,  Caracas, 
Channel  Islands,  Chicago,  Frankfurt, 
Hong  Kong,  Jakarta,  London,  Madrid, Manila, 
Mexico  City,  Milan,  Monrovia,  Nassau,  Paris, 
Rio  de  Janeiro,  San  Francisco,  Sao  Paulo, 
Singapore,  Sydney,  Tokyo,  Vienna,  and  Zurich. 

CkmicalBaink 

International  business:  When  needs 
are  financial,  the  reaction  is  Chemical. 


Good  roots  make  for 


ood  growth. 


A.  Wood  Products  Manufacturing 

B.  Paper  Manufacturing 

C.  Building  Materials  &  Services' 
Distribution 

D.  Office  Products  Distribution 

E.  Composite  Can  Manufacturing 


F.  Corrugated  Container 
Manufacturing 

G.  Envelope  Manufacturing 
^H.  Kitchen  Cabinet  Manufacturing 

Manufactured  Housing 
J.  Door  Manufacturing 


7,000,000  acres  of  timberland 


Our  ten  component  businesses  share  an  important  characteristic. 
They're  all  rooted  in  the  forest.  Their  products  derive  from  a  renewable 
resource,  so  they  have  the  capacity  to  grow. 


They  also  have  another  thing 
going  for  them.  They  all  rank  among 
the  leaders  in  their  respective 
businesses,  yet  they  have  small 
market  shares.  So  they  have  the 
opportunity  to  grow. 

Combine  capacity  and 
opportunity,  and  you're  led  to 
conclude  that  our  potential  is 
virtually  unlimited— if  we  have  what 
it  takes  to  take  advantage  of  a  good 
business  situation.  Do  we? 

A  fair  question.  And  one  only 
performance  can  finally  answer. 
Meanwhile,  here  are  two  things 
we're  doing,  nationally  and 
internationally,  to  make  sure  our 
performance  measures  up  to  our 
potential. 

First,  we're  investing  $1.1  billion 
capital  in  our  component  businesses 
over  the  next  five  years  (1974-1978). 

23%  of  these  funds  are  being 
used  to  make  sure  all  our  facilities 
are  well  maintained,  safe  and 
environmentally  sound. 

11%  are  going  toward  the 
purchase  of  additional  timberlands 
to  supplement  the  7  million  acres 
we  presently  own  or  control 
(including  joint  ventures).  We  may 
also  buy  timberland  with  the 
company's  stock. 

15%  are  being  used  to  increase 
the  capacity  and  efficiency  of  our  45 
lumber  and  plywood  mills.  For 
example,  we're  now  modifying  some 
of  them  so  they'll  be  able  to  utilize 
trees  more  fully  by  processing 
smaller  logs  and  wood  residues. 

Another  15%  are  going  toward 
expanding  our  businesses  which 
fabricate  and  distribute  building 
materials,  manufacture  kitchen 
cabinets  and  construct  factory-built 
houses. 

12%  are  being  invested  in  our 
Packaging  and  Office  Products 
Distribution  businesses.  We'll  bring 


at  least  two  new  packaging  plants 
on  stream  in  1974  to  meet  existing 
demand.  And  we  plan  to  expand  our 
office  products  distribution 
operations  into  at  least  one  new 
metropolitan  area  per  year  through 
1978. 

We're  investing  the  single  largest 
share  of  our  capital  program,  24%,  in 
our  paper  manufacturing  operations. 
Our  14  pulp  and  paper  mills  in  the 
U.S.,  Canada  and  Overseas  and  the 
wide  range  of  products  they  make 
give  us  an  excellent  opportunity  to 
capitalize  on  the  strong  world-wide 
demand  for  paper  products. 

Second,  we're  rewarding  our  managers 
according  to  the  return  on  invested 
capital  our  company  produces. 

They  have  a  special  incentive  to 
demonstrate  their  ability;  we  have 
an  objective  yardstick  to  measure  it. 

Underlying  these  activities  is 
the  point  we  made  at  the  outset  of 
this  ad.  Good  roots  do  make  for 
good  growth.  And  we  have  good 
roots.  We've  been  manufacturing, 
converting  and  distributing  forest- 
related  products  profitably  since 
Boise  Cascade  was  first  formed 
back  in  1957.  We  know  from 
experience,  money  does  grow 
on  trees. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement, 
c/o  Boise  Cascade  Corporation, 
Communications  Dept., 
One  Jefferson  Square,  Boise,  Idaho 
83728.  For  a  more  dispassionate 
view,  call  your  broker. 


Cascade 
Corporation 
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Roadside  Riches 


How  do  you  turn  a  small  gasoline  station 

into  a  $10-million-a-year  business?  Ask  Oran  Jarrell. 


Not  many  men  get  rich  pumping 
gasoline.  But  Oran  Jarrell,  a  51-year- 
old,  soft-spoken  Southerner,  did  get 
rich— and  from  a  single  station. 
Whereas  the  typical  U.S.  gas  station 
grosses  less  than  $250,000  annually, 
Jarrell's  Truck  Plaza,  just  north  of 
Richmond,  Va.,  will  do  $10  million 
this  year.  Its  owner  will  net  a  very 
nice  six-figure  sum.  Not  bad  for  a 
man  who  started  30  years  ago  with 
just  a  two-pump  operation. 

Technically,  Jarrell's  is  not  a  gas 
station,  but  a  truckstop.  By  making 
his  regular  customers  feel  wanted  and 
appreciated  as  well  as  fed  and  enter- 
tained, he  gets  them  to  part  with  as 
much  as  $8,000  a  year  each. 

Some  7,200  big  rigs  travel  Inter- 
state 95  daily  between  Richmond  and 
Washington,  D.C.  Of  those  vehicles, 
about  1,200  stop  at  Jarrell's  for  fuel. 
That  many  more  customers,  in  cars, 
trucks  and  buses,  pull  in  to  spend 
money  for  something  else.  The  some- 
thing else  is  available  in  two  restau- 
rants, a  parts  and  repair  department, 


a  40-unit  motel  with  fish  pond  and 
campground,  a  game  room  and  a  va- 
riety store  that  peddles  everything 
from  citizens-band  radios  to  coun- 
try hams. 

Jarrell's  is  not  the  biggest  truck- 
stop.  That  honor  probably  goes  to 
Holding's  Little  America,  located  in 
southwestern  Wyoming,  which  has  its 
own  refinery  and  feeds  4,000  people 
a  day.  But  Jarrell's  is  among  the  su- 
perstops.  In  all,  there  are  about  2,700 
full-service  truckstops  around  the 
country,  averaging  almost  $2  million 
a  year  each.  Together  they  will  do 
over  $5  billion  worth  of  business  this 
year.  Most  of  that  comes  from  fuel, 
with  many  outlets  pumping  over  1 
million  gallons  a  month.  The  bulk  of 
the  sales  is  to  steady  customers,  and 
at  today's  prices  the  tab  may  run  to 
over  $50  when  a  trucker  fills  his  tank. 

"Truckstops  are  really  little  gold 
mines,"  says  Lloyd  Golding,  president 
of  the  National  Association  of  Truck- 
stop  Operators.  "You  can  pay 
$100,000  for  a  restaurant  or  a  store 


%  0.6  4- 


^THIS     SALE^ 


On  a  busy  day,  over  4,000  trucks 
pull  into  Jarrell's  15-acre  lot. 
That  kind  of  traffic  is  hard  on 
the  highway,  and  the  State  of  Vir- 
ginia is  now  rebuilding  the  inter- 
change that  serves  the  truckstop. 
Business  is  so  good  that  drivers 
often  have  to  wait  for  a  spot  at 
one  of  the  16  diesel  pumps— thus 
some  eat  at  Jarrell's  and  fuel 
elsewhere.  Still,  the  cash 
register  rings  to  the  tune  of 
well  over  $1,000  every  hour. 
Owner  Oran  Jarrell  (/eft)  and  his 
son  Tom— now  general  manager  of 
the  firm— visit  with  a  customer. 


96         FORBES,    NOVEMBER    15,    1974 


Trucks  are  checked  off  through 

binoculars  as  they  pull  up 

to  be  weighed.  Weighing  costs 

$1 ,  but  it  can  save  a  driver 

much  more  than  that  if  he  escapes 

a  fine.  When  only  one  axle  is 

too  heavy,  it  is  usually 

possible  to  shift  load  to 

come  within  the  legal  limits. 


■;^W 


and  run  it  only  12  hours  a  day;  a 
truckstop  uses  everything  around  the 
clock."  That's  part  of  the  secret.  In 
addition,  truckstops  draw  from  three 
complementary  markets:  truckers, 
tourists  and  nearby  residents.  Also, 
the  businesses  are  usually  in  out-of- 
the-way  places  where  land  and  labor 
costs  aren't  sky-high. 

Oil  companies  like  Union,  with  323 
locations,  and  Skelly,  with  212,  spe- 
cialize in  supplying  truckstops.  Their 
regional  networks  offer  major  freight 
lines  computerized  credit  and  record- 
keeping services.  But  while  the  $2 
million  or  so  that's  required  to  build 
a  truckstop  may  be  financed  by  an  oil 
company,  the  business  is  usually 
owned  by  someone  else.  An  efficient 
operator  can  net  20%  or  more  a  year 
on  his  equity  investment. 

A  few  big  corporations  are  in  the 
business.  Ryder  Systems,  the  Miami- 
based  diversified  transportation  com- 
pany, has  22  locations  that  will  bring 
m  revenues  of  $100  million  this  year. 
A  spokesman  admits  they  produce 
"one  of  our  highest  rates  of  return." 
(Ryder  as  a  whole  earned  15%  on 
equity  in  1973.)  Holiday  Inns  runs 
five  truckstops,  Greyhound  has  three. 
A  smaller  corporation,  Mid-Continent, 
Inc.,  based  in  West  Memphis,  Ark., 
has  seven.  J.C.  Penney  tried  the  busi- 
ness briefly,  but  pulled  out. 

What's  the  key  to  success?  Why 
does  one  out  of  every  six  truckers  who 
drive  by  turn  off  at  Jarrell's  rather 
than  somewhere  else? 

The  food  is  good,  though  aside 
from  homemade  rolls,  it's  standard 
roadside  fare.  But  drivers  get  extras 
like  free  towels  for  showers,  two  tele- 
vision lounges  and  a  separate  restau- 
rant that  has  bigger,  softer  chairs  and 
charges  them  slightly  lower  prices 
than  the  public  pays. 

Like  many  businessmen,  however, 
Oran  Jarrell's  biggest  asset  is  his  abil- 
ity to  relate  to  his  customers.  "Al- 
most everybody  who  comes  in  here 
knows  him,"  says  Ernest  Corriher, 
who   hauls   frozen   chickens   for  B&L 
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The  parts  and  service  departments 
bring  in  top  margins.  But  there's 
one  free  extra:  Jarrell's  has  fenced 
pasture  land  available  for  use 
when  cattle  trucks  break  down. 
And  for  a  busman's  holiday,  a 
driver  can  park  his  family  camper 
overnight  for  just  $4.  Amusement? 
Try  the  pinball-machine  room. 


Jarrell's  chapel  is  always  open, 

but  the  store  gets  far  heavier 

traffic.  It  gives  the  truckstop 

another  pass  at  the  driver's  buck. 


Here  in  the  Drivers  Den  there 

is  a  price  break.  The  public  pays 

75  cents  for  a  hamburger,  and  that 

often  includes  a  long  wait  in 

line.  Truckers  get  the  same  food 

for  70  cents  with  table  service 


Trucking  of  Charlotte,  N.C.  "Mr.  Jar- 
rell  will  always  help  if  you're  short  on 
funds  or  caught  speeding,"  he  adds. 
Corriher  stops  at  Jarrell's  about  a 
dozen  times  a  month,  so  his  fuel 
needs  alone  amount  to  $6,000  a  year. 

Jarrell  spends  a  good  part  of  each 
day  in  his  lounge  visiting  with  cus- 
tomers. "He  knows  people  high  up, 
and  he's  very  good  about  looking  into 
things  for  drivers,"  says  trucker  Jesse 
Taylor,  a  20-year  patron. 

That's  an  accurate  assessment.  Jar- 
rell is  on  a  Federal  Energy  Adminis- 
tration advisory  panel,  and  auto- 
graphed pictures  of  Virginia  senators 
and  congressmen  dot  his  office  wall.  A 
devout  Baptist,  he  keeps  on  good 
terms  with  even  higher  powers: 
"We've  always  tithed  our  business," 
he  says.  Jarrell's  also  has  a  private 
chapel  and  a  part-time  chaplain.  As 
with  most  truckstops,  no  liquor  or 
beer  is  served.  "These  men  are  work- 
ing, they  don't  want  a  good  time," 
says  a  matronly  waitress. 

It  pays  for  Jarrell  to  keep  on  good 
terms  with  the  bosses  as  well  as  with 
the  drivers.  "I  stop  here  because  I 
have  to,"  says  a  young  driver  for  Pilot 
Freight  Lines.  "The  old  guy  who  runs 
our  company  used  to  drive  a  truck, 
and  he  stopped  at  Jarrell's.  So  that's 
where  our  account  is."  Jarrell's  has 
some  600  companies  on  its  own  credit- 
card  system;  they  account  for  60$  of 
diesel  fuel  revenues. 

The  economic  and  social  forces  that 
have  made  Oran  Jarrell  and  scores  of 
truckstop  operators  like  him  million- 


aires are  the  same  ones  that  have 
raised  truck  drivers  well  into  the  mid- 
dle class.  The  typical  intercity  driver 
earns  $18,000  a  year.  Jarrell  says  he 
visited  one  customer  recently  and  was 
greeted  at  the  door  of  his  $75,000 
house  by  a  maid  in  a  starched  white 
uniform.  "You  can  see  the  difference 
in  their  tastes,"  he  says.  "Today  when 
there's  a  big  golf  tournament  on  TV, 
you  can't  walk  through  our  lounge." 

The  latest  addition  to  Jarrell's  truck- 
stop  reflects  current  trends.  There's 
now  a  repair  shop  for  the  citizens- 
band  radios  that  most  truckers  have 
carried  since  lower  speed  limits  were 
imposed.  Drivers  keep  each  other 
posted  about  nearby  policemen.  "As 
soon  as  one  guy  sees  a  Smokey,  traf- 
fic slows  down  for  25  miles  on  either 
side,"  explains  Jarrell. 

The  energy  crisis  has  clearly  af- 
fected the  truckstop  business.  Al- 
though diesel  fuel  prices  have  dou- 
bled—to a  current  level  of  50  cents  a 
gallon— pump  volume  is  off  nearly 
15%  at  most  locations.  "That's  quite  a 
bit  when  you're  used  to  a  15%  in- 
crease," says  Jarrell. 

Profits,  though,  are  keyed  to  dol- 
lar!, not  gallons.  So  like  the  oil  com- 
panies, truckstops  are  posting  record 
earnings.  That  should  make  Oran  Jar- 
rell's  smile  just  a  little  bit  warmer  .is 
he  sips  his  coffee  and  chats  with  drh 
ers  about  speed  traps,  overloads  and 
the  problems  of  inflation.  The  |ingle 
of  the  cash  register  can  be  heard 
clearly  above  the  beat  of  the  jukebox 
at  Jarrell's  Truck  Plaza.   ■ 
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These  are  America's  lifelines. 

They've  got  to  be  kept  unbroken. 

It's  a  job  for  a  Bell. 


A  half  million  miles  of  high  voltage  lines.  The 
main  arteries  of  America's  electric  power  system. 
They've  got  to  be  kept  unbroken. 

Looking  after  them  is  a  never-ending  job.  It's  a 
job  Bell  helicopters  have  been  helping  to  do  for 
more  than  20  years. 

Electric  utilities  were  among  the  first  companies 
to  take  advantage  of  a  Bell's  unique  capabilities. 

A  Bell  gives  the  inspector  a  view  of  the  lines  he 
can't  get  any  other  way.  Close  enough  to  spot  the 
smallest  "faults."  Slow  enough  to  take  infrared 
photos.  Fast  enough  to  cover  all  the  circuit  miles 
as  ofteruas  they  need  to  be  checked. 

Bells  erect  the  towers  and  even  string  the  lines. 


>  textron  company 


And  Bells  get  repair  crews  to  trouble  spots  no 
matter  where  they  are. 

A  Bell  doesn't  need  a  road.  It  doesn't  even  need  a 
runway.  It  can  take  off  or  land  almost  ar>y  place  a 
man  can  stand. 

No  other  vehicle  is  as  independent  of  geograph- 
ical conditions. 

That's  why  Bell  helicopters  are  especially  impor- 
tant to  people  in  the  resource  and  energy  fields. 
Fields  like  forestry,  petroleum,  mining  and  power 
transmission. 

Today,  everybody  involved  in  managing  our 
environment  has  got  a  big  job  on  his  hands. 

It's  a  job  for  a  Bell. 

people 
the  world  over 
depend  on 


Bell 

HELICOPTER 

FT  WORTH.  TEXAS 


The  Globalists 


Our  international  division  alone  lends  an  average  of  $15  million  an  hour,  24  hours  a  day, 
365  days  a  year,  to  banks,  governments,  corporations  and  businesses  overseas.  Consider  the  source. 


Manufacturers  Hanover 
The  $24-billion  source.  Worldwide. 


NextHme 
you  gethome ontime, 

thmkcfTexhxm. 


Why?  The  reason  the  traffic  is 
moving  might  be  right  overhead. 
That  traffic  control  JetRanger 
hovering  up  there  comes  from 
Textron's  Bell  Helicopter  Division— 
the  leading  manufacturer  of 
commercial  helicopters. 

Think  about  it.  Textron  is  Bell 
helicopters.  And  Sheaffer  pens.  And 


Talon  zippers. 

And  the  one  thing  they  all  have 
in  common  is  the  uncommon 
products  they  are. 

Textnm 

A  COMPANY  TO  THINK  ABOUT. 


New  Boy  On  The  Block 

A  former  canal  operator  is  bidding  for  a 
place  among  the  world's  big  multicompanies. 


France  was  Europe's  big  surprise  in 
the  Sixties.  A  sick  nation  in  the  Fif- 
ties, it  stepped  out  to  become  one  of 
the  Continent's  most  vigorous  econo- 
mies. Compagnie  Financiere  de  Suez 
mirrors  in  a  corporate  way  the  French 
economic  miracle.  Despite  the  loss  of 
its  prime  asset,  Ferdinand  de  Lesseps' 
famed  Suez  Canal,  the  company  has 
gone  on  to  become  a  great  one. 

The  Suez  company  has  shown  a  deft 
hand  in  playing  the  stock  markets  of 
the  world.  Even  last  year,  when  Wall 
Street  dropped  16.6%,  London  31.9% 
and  Germany  23.7%,  Suez  managed  to 
hold  its  stock  losses  to  6.9%. 

Investing  is  only  one  aspect.  Every 
Suez  executive  has  to  accept  as  gospel 
that  the  company  must  grow  on  three 
legs:  banking  and  finance;  industrial 
and  real  estate  holdings;  and  the 
stock  portfolio— in  equal  measure,  one- 
third  each.  Whenever  one  sector  gets 
out  of  line,  Suez  people  display  an  al- 
most unseemly  anxiety  to  restore  the 
equilibrium.  The  Suez  group  like  the 
rest  of  France,  has  a  way  of  elevat- 
ing pragmatism  into  a  formula. 

In  1956,  after  President  Nasser  na- 
tionalized the  Suez  Canal,  the  com- 
pany got  a  paltry  $80  million  in  com- 
pensation, and  had  to  pay  it  out  to  the 
restive  shareholders.  After  that,  it  had 
only  a  modest  international  portfolio 
worth  $65  million  with  which  to  carry 
on.  It  could  have  paid  out  the  lot 
and  called  it  quits.  Instead,  its  auto- 
cratic and  secretive,  but  able,  Chair- 


man Jacques  Georges-Picot  (Forbes, 
May  1,  1970)  set  about  building  a 
new  company.  Today,  its  net  income 
alone  ($70  million)  exceeds  the  work- 
ing assets  he  started  with.  Its  net  as- 
sets are  now  close  to  $900  million. 

Georges-Picot  fumbled  at  first.  He 
jumped  at  the  chance  of  the  never- 
never  English  Channel  tunnel  as  a 
substitute  for  the  Canal.  But  then, 
brick  by  brick,  he  began  assembling 
a  banking  network.  He  edged  the 
company  into  wholesale  banking,  re- 
tail banking,  the  loan  business,  real 
estate  financing,  insurance,  investment 
management,  mutual  funds.  Now,  the 
Suez  group's  Credit  Industriel  Com- 
mercial is  France's  largest  nonstate 
retail  bank,  with  1,400  branches  and 
10%  of  French  deposits.  Its  Banque 
de  Suez  et  de  l'Union  des  Mines  is 
the  country's  No.  Two  investment 
banker.  Its  Compagnie  Henin  is  the 
No.  Two  real  estate  group.  In  the 
U.S.,  Georges-Picot  set  up  the  Suez 
American  Corp. 

Georges-Picot  used  the  name  and 
glamour  of  the  famous  old  company 
for  all  it  was  worth.  Its  almost  os- 
tentatiously discreet  headquarters,  at 
No.  1  rue  d'Astorg,  Paris,  is  still  lit- 
tered with  the  bric-a-brac  statues, 
busts  and  oil  paintings  of  Egyptian 
pashas  and  Georges-Picot's  princely 
predecessors. 

But  this  didn't  stop  Georges-Picot 
from  introducing  the  French  to  mod- 
ern business  realities.  In  1969,  when 


the  500-year-old  but  wobbly  glass 
company,  St.-Gobain,  was  the  object 
of  a  takeover  bid,  Georges-Picot  (who 
was  also  on  the  board  of  St.-Gobain) 
revealed  a  new,  quite  ungentleman- 
ly  Suez.  He  "rescued"  St.-Gobain  from 
the  nonestablishment  intruder.  Then, 
clearing  St.-Gobain's  boardroom  of  its 
bewildered  aristocrats,  he  handed  the 
company  over  to  thriving  Pont-a- 
Mousson,  in  which  Suez  held  a  siz- 
able block  of  shares.  When  the  dust 
had  settled,  Georges-Picot  had  forged 
a  major  international  engineering  and 
chemical  group  with  worldwide  sales 
approaching  $4  billion  (Forbes,  Mar. 
15,  1973).  Suez  retained  a  20%  stake 
in  the  new  group  and  close  control 
over  its  future. 

Smooth  Talker 

When  Georges-Picot  retired  in 
1971,  he  handed  the  reins  over  to  a 
chubby,  bespectacled  associate  named 
Michel  Caplain,  then  60.  Caplain,  a 
genial  but  persuasive  negotiator,  had 
been  the  man  who  argued  Nasser  in- 
to giving  any  compensation  at  all. 
Like  Georges-Picot,  he  bears  the 
prestigious  title  of  Inspecteur  des  Fi- 
nances, having  been  reared  in  one  of 
the  uniquely  French,  elite  techno- 
cratic colleges  that  train  business 
leaders  and  civil  servants  in  close 
communion.  In  fact,  the  workings  of 
French  business  make  no  sense  with- 
out an  appreciation  of  the  role  of  this 
unique  network.  When  Georges-Picot 
restructured  St.-Gobain,  he  appoint- 
ed Roger  Martin  from  Pont-a-Mous- 
son  to  head  it.  Martin  is  a  former  pro- 
fessor of  the  Ecole  des  Mines  de 
Paris,  where  he  had  taught  Suez  Gen- 
eral Manager  Philippe  Malet.  Malet 
was  also  a  onetime  cabinet  minister 


Pollution.  Noise.  Traffic  jams. 
Crowds.  Turmoil.  Nerve- 
wracking  congestion.  If  you 
long  for  something  better  than 
this,  Frisco  has  it  for  you.  Our 
nine-state  area  comprises  towns 
of  5,000  to  1 00,000  where  the 
tempo  is  easy  and  so  is  the 
living  and  working.  These 
smaller-size  communities  have 
plenty  of  the  resources  and 
facilities  you  need,  including 
freight  service  from  Frisco. 
Write  for  complete  information. 

FOR   INFORMATION  about  our 
easy-living  small  and  medium-size 
towns,  please  write  us  on  your 
letterhead  in  complete  confidence 
and  without  obligation,  stating  as 
much  as  possible  your  specific  needs. 
N.  A.  KIRCHOFF 
"Vice  President, 
Industrial  Development 
St.  Louis-San  Francisco  Railway  Co. 
923J  Frisco  Bldg. 
St.  Louis,  Mo.  63101 
or  call  (314)  241-7800 


ST.  LOUIS  SAN  FRANCISCO  RAILWAY  CO. 


73034A 
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under   President   Charles   de   Gaulle. 

This  close-knit  working  partnership 
between  government  and  business  al- 
so helps  explain  the  success  of  com- 
panies like  Suez.  In  France,  as  in 
Japan,  the  government  helps  its  chosen 
business  leaders.  Georges-Picot's  move 
into  St.-Gobain  was  warmly  support- 
ed by  the  French  government.  When 
the  merger  was  completed,  President 
Pompidou  himself  held  a  champagne 
celebration  at  the  Elysee  Palace  for  < 
Georges-Picot  and  his  colleagues. 

In  a  country  where  the  stock  mar- 
ket plays  a  small  role  in  financing 
business,  the  banks  are  all-important 
—and  have  much  more  latitude  to  go 
with  their  power.  The  Suez  group  can 
be  banker,  investment  banker  and 
even  industrial  manager,  all  in  one. 
U.S.  law  forbids  any  such  hydra 
emerging  here.  In  any  case,  under 
Georges-Picot,  Suez  took  direct  stakes 
in  a  whole  range  of  French  businesses 
covering  chemicals,  engineering,  pub- 
lic utilities,  sugar  refining,  distilling, 
docks  and  harbors,  the  auto  trades, 
building,  mines  and  transport. 

The  result  was  that  the  French 
share  in  Suez  assets  rose  steadily  from 
under  half  to  85%  of  the  total.  This 
offended  another  Suez  formula,  that 
the  group  must  obtain  a  broad  inter- 
national spread  for  its  assets.  Now 
Michel  Caplain  is  grappling  with  the 
task  of  correcting  this  imbalance.  "Our 
ambition,"  he  declares,  "still  lies  in  the 
international  sector."  In  furthering  it, 
Caplain  has  recently  bought  another 
French  bank,  the  Bank  of  Indochina. 
It  takes  the  group  into  the  Pacific 
area,  which  he  sees  as  "the  Mediter- 
ranean of  the  21st  century."  It  also 
takes  him  back  into  the  Middle  East. 

He  has  shepherded  St.-Gobain- 
Pont-a-Mousson  into  taking  over 
American  building  materials  supplier 
Certain-teed  Products  Corp.  to  pro- 
vide a  base  for  industrial  growth  in 
the  U.S.  "The  U.S.,"  Caplain  says, 
"is  no  good  at  the  moment  from  a 
financial  [portfolio  investment]  point 
of  view,  but  it's  very  favorable  for 
industrial  investment." 

But  important  though  its  banking 
and  financial  operation  may  be  in 
France,  Suez  is  still  a  lightweight 
compared  with  the  big  U.S.  banks  or 
the  City  of  London.  Also,  Suez  still 
recalls  the  trauma  of  nationalization 
from  its  Egyptian  experience  too 
acutely  to  ignore  the  possibilities 
closer  home.  At  the  last  election, 
President  Giscard  d'Estaing  won  by 
only  a  hair  over  the  left-wing  coali- 
tion of  Francois  Mitterand,  who  was 
pledged  to  nationalize  such  key 
French  businesses  as  the  Suez  group. 

So,  bucking  the  French  fear  of 
Anglo-Saxon  takeovers,  Caplain  wel- 
comes foreign  participation— up  to  a 


point.  He  says  he  wants  to  see  Ameri- 
can and  British  interests  each  holding 
10%  of  Suez.  In  the  U.S.  he  looks  to 
INA  Corp.,  whose  chairman,  John 
Gurash,  is  on  the  Suez  board.  In  1970 
INA  took  a  10%  stake  in  Suez,  which 
shrank  to  6%  after  Suez'  capital  ex- 
pansion upon  taking  over  the  Bank  of 
Indochina.  Caplain  says  he  hopes 
INA,  on  which  he  leans  heavily,  will 
build  its  stake  back  to  10%.  "When 
we  have  to  take  decisions  about  U.S. 
investments,  we  consult  with  INA," 
he  says.  "There  were  many  problems 
over  St.-Gobain's  takeover  of  Certain- 
teed,  and  INA  helped  set  it  up.  As  a 
matter  of  fact,  INA's  chief  operating 
officer  [Donald  Meads]  will  be  chair- 
man of  Certain-teed." 

Caplain  has  also  brought  INA  into 
other  Suez-associated  companies. 
Thus,  INA  holds  10%  in  the  largest 
private  French  insurance  company, 
AAP  (Assurances  Abeille  et  Paix), 
alongside  Suez'  24%  holding. 

The  present  British  stake  in  Suez 
is  its  government's  6.7%  holding,  the 
tail  end  of  the  former  44.4%  that  the 
British  government  held  in  the  old 
Suez  Canal.  Recently,  Caplain  nego- 
tiated a  tie-up  with  Morgan  Grenfell, 
a  leading  British  merchant  bank.  The 
move  also  links  Suez  with  Morgan 
Guaranty,  which  currently  holds  32% 
of  Morgan  Grenfell. 

Giant  "Subsidiaries" 

For  the  moment,  Caplain's  $160- 
million  stock  portfolio  is  the  poor  re- 
lation of  Suez'  three  sectors— but 
"poor"  only  in  a  relative  sense.  An- 
other of  Suez'  formulae  is  to  take  hold- 
ings of  at  least  $2  million  in  the 
world's  leading  companies.  This  cate- 
gory includes  International  Business 
Machines,  American  Telephone  & 
Telegraph,  General  Motors,  de  Beers, 
Royal  Dutch/ Shell,  Michelin.  Under 
French  law,  a  stock  holding  of  $2 
million  or  more  ranks  the  invested 
company  as  a  "subsidiary,"  and  the 
holding  company's  dividends,  includ- 
ing tax  credits,  are  almost  totally  ex- 
empt from  French  corporation  tax. 
Nonetheless,  the  portfolio  share  in. 
Suez'  gross  assets  is  down  to  22%, 
well  below  the  prescribed  one- third. 

"I  want  to  develop  the  marketable 
securities  sector,  but  it  is  not  a  good 
time,"  says  Caplain.  "It  is  too  late  to 
sell  and  too  early  to  buy." 

So  Caplain's  chief  job  continues  to 
be    the    international    broadening    of 
Compagnie   Suez,   that   most   French 
of     enterprises.      Suez'     international 
partners    will    bring   it   strength    and 
protection.  But  its  spectacular  raooi 
ery  in  less  than  two  decades,  follow- 
ing the  loss  of  its  most  I  anions  prop 
erty,  shows  that  Suez  has  lOmethi 
to  teach  its  partners,  too.   ■ 
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No  Place  To  Hide 

Pacific  Power  &  Light  is  blessed  among  utilities  for  its 
territory  and  fuel  supply.  But  there's  a  flaw. 


If  not  immune,  at  least  Pacific  Pow- 
er &  Light  Co.  is  highly  resistant  to 
the  problems  that  plague  the  utility 
industry.  The  smallish  (1973  rev- 
enues: $224  million)  Portland-based 
utility  that  serves  parts  of  six  western 
states  has  a  lot  going  for  it. 

•  Soaring  fuel  costs?  Not  at  PP&L, 
where  half  the  system  runs  on  vir- 
tually no-cost  hydroelectric  power. 
For  the  other  (thermal)  half,  PP&L 
uses  its  own  coal  supply,  which  it 
gets  at  cost.  PP&L's  fuel  costs  are  just 
8%  of  operating  revenues,  vs.  an  in- 
dustrywide average  of  33%. 

•  Unfriendly  utility  commissions? 
Not  for  PP&L,  which  has  just  re- 
ceived a  21%  increase  in  Oregon  that 
raised   its   return    on   equity   to    13%. 


Requests  pending  in  Montana,  Idaho, 
Washington  and  California  will  prob- 
ably also  be  granted.  When  they  are, 
Chairman  Don  C.  Frisbee  plans  to  file 
for  another  round  in  each  state- 
again  with  good  chances  of  success. 

•  Hostile  consumers?  Again,  not 
PP&L.  Most  communities  in  its  ser- 
vice area  are  under  5,000  in  popula- 
tion; less  than  8%  of  revenues  comes 
from  metropolitan  Portland.  Because 
of  its  good  fuel  situation,  PP&L  has 
been  able  to  keep  its  customers  rela- 
tively happy  with  fewer  and  smaller 
rate  hikes  than  other,  larger  utilities. 
Energy  costs  in  its  territory  are  less 
than  2%  of  family  income,  vs.  7%  in 
some  U.S.  metropolitan  areas. 

PP&L's   impressive   fuel   advantage 


is  the  result  of  both  good  luck  and 
good  sense.  It  was  good  luck  to  be 
located  close  to  abundant  water  pow- 
er, which  as  recently  as  1970  sup- 
plied 100%  of  the  company's  needs 
everywhere  but  in  Wyoming.  It  took  a 
blend  of  luck  and  sense  to  discover  the 
1.6  billion  tons  of  low-sulphur  coal 
reserves  that  exempt  it  for  years  from 
worry  about  fuel  to  turn  its  turbines. 

The  company  found  the  first  of  its 
coal  lands  in  the  mid-1950s,  with  a 
little  help  from  some  sheep.  Foresee- 
ing the  eventual  limits  of  hydropower, 
PP&L  began  to  look  for  coal.  An  old- 
time  sheepherder  remembered  a  sec- 
tion of  Wyoming  where  he  used  to 
keep  his  flock  warm  during  blizzards 
by  burning  the  exposed  coal  seams. 
The  company  sent  geologists  to  inves- 
tigate. The  result  is  the  Glenrock  coal 
field,  the  company's  biggest. 

The  company  continued  buying 
coal  lands  in  Wyoming  and  Montana 
into  the  1960s.  There  was  little  interest 
in  coal  in  those  days,  says  Chairman 


Let  us  show  you  how  we  do  it.  Ask  for  our  latest  financial  reports. 
Associated  Spring  Corporation,  Dept.  D,  Bristol,  Conn.  06010. 


Associated  Spring  Corporation. 
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Announce  Expansion  of  Only  Bank  Plan  in  U.S.  that 
allows  both  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A." 

Bank  Accounts 

To  Be  Opened  to  the  Public 


CHICAGO  (SP)  CITIZENS  BANK 
announces  release  to  the  public  of  a  new 
block  of  its  "United  Security  Accounts." 

These  are  the  only  nationwide  bank 
accounts  in  the  United  States  that  pay 
maximum  rate  savings  interest  on  money 
that  would  ordinarily  be  kept  earning 
nothing  in  a  checking  account  for  imme- 
diate access.  Accountholders  can  write 
free  checks  on  credit  against  the  entire 
account  while  interest  is  compounded 
daily  on  the  remaining  balance. 

The  bank  is  in  the  quarter  billion  dollar 
class  with  exceptional  reserves  and 
F.D.I. C.  insurance.  All  transactions  are 

---------  FREE  BOOKLET  COUPON 

Howard  S.  Hadley,  U.S.A.  Director 
Citizens  Bank  &  Trust  Co.,  Dept.  F-  22 
(Park  Ridge)  Chicago,  III.  60666 

Please  mail  me  my  free  booklet  with  full  information  on 
how  I  can  use  a  "United  Security  Account"  like  a  free 
checking  account  that  pays  highest  savings  account  interest. 

NAME 


by  postage-free  mail. 

Although  "U.S.A."  accounts  are  held 
by  some  80,000  depositors  throughout 
the  U.S.,  new  accounts  have  only  been 
available  at  limited  intervals  to  persons 
recommended  by  current  account- 
holders.  Now  the  bank  says  it  will  release 
a  block  of  new  accounts  for  applicants 
without  recommendation. 

During  this  limited  period,  anyone 
interested  is  invited  without  obligation 
to  send  for  a  free  booklet  describing  the 
advantages  of  these  accounts.  The  cou- 
pon below  should  be  sent  without  delay. 


ADDRESS 


|      CITY 


STATE 


ZIP 


Assets  Over  Quarter  Billion  Dollars 


RJReynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  72  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  December  5,  1974  to  stockholders  of  record  at  the 
close  of  business  November  8, 1974. 

WILLIAM  R.  LYBROOK 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N  C  .  October  17,  1974 

Seventy-Four  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


Frisbee,  when  it  "looked  as  if  nu- 
clear was  going  to  be  the  answer."  So 
PP&L  got  "the  pick  of  the  crop;  the 
most  accessible,  the  best-quality  coal." 
Labor  costs  per  ton  of  strip-mining  its 
holdings  are  one-eighth  the  cost  of 
eastern  deep-mining.  Some  85%  of  its 
reserves  are  less  than  1%  sulphur. 

PP&L  even  has  coal  left  over  to 
sell  to  others:  This  year's  coal  sales— 
nearly  7  million  tons  on  a  long-tenn 
contract  to  Chicago's  Commonwealth 
Edison— will  yield  the  company  an 
estimated  $4  million  in  profits,  or  15 
cents  a  share.  But  Frisbee  is  moving 
warily:  "We're  not  anxious  to  capita- 
lize on  our  coal  in  today's  market 
unless  we  can  get  the  price  we  think 
represents  its  long-term  value.  It's  a 
little  like  Arab  oil;  up  to  a  point,  it's 
better  off  in  the  ground." 

The  Ultimate  Shortage 

But  even  PP&L  has  a  problem.  A 
fairly  serious  one.  Its  service  area  is 
growing  and  along  with  it  the  de- 
mand for  electrical  power.  PP&L  has 
gone  ahead  with  plant  projects  when 
other  utilities  have  canceled. 

The  problem  is  money.  The  com- 
pany has  sold  $130  million  worth  of 
bonds  this  year  at  interest  costs  of 
8%%  and  9%%.  The  sale  will  push 
PP&L's  debt  ratio  up  to  55%,  high  for 
the  industry;  preferred  stock  repre- 
sents another  10%  of  capitalization. 
So,  in  order  to  strengthen  its  equity 
base,  PP&L  is  preparing  to  go  to  the 
equity  market  for  an  additional  2 
million  or  3  million  shares,  on  top 
of  the  2.5  million  shares  sold  early 
this  year.  That  represents  a  20%  in- 
crease in  common  stock  outstanding. 
Inevitably,  the  dilution  will  result  in 
slightly  lower  earnings  this  year- 
down  about  5%,  to  around  $2.15— in 
spite  of  the  expected  revenue  gain. 
This  equity  offering  will  be  the  more 
painful  because  PP&L  common  is  cur- 
rently selling  at  a  9%  discount  from 
book  value  and  yields  10%  on  its 
$1.60  dividend.  But  when  you  need 
money,  you  need  money.  If  only  the 
stock  market  would  turn.  .  .  . 

I'Yi.sbee  does  not  seriously  question 
whether  PP&L  really  needs  all  that 
expansion  it  is  planning  for  the  bal- 
ance of  the  doeade.  But  carrying  it 
out  will  require  $1.2  billion  in  out- 
side" financing  and  a   gicat   deal   mme 

equity  dilution.  Capital  and  other  oon 

slruetion    costs    are    already    so    high, 

says  Frisbee,  that  "it  costs  us  more 

to   produce   |>ower  at   our   new   plant! 

than  (lie  retail  talis  we'll  eel  at  the 
end  ol  the  distribution  process." 

Frisbee'i  only  solution  is  continuing 

I. lie  iik  teases. 

At    a    time   like   llns,    tl    seems   (here's 

no  place  to  hide  from  tin'  problems 
<>l  the  world.  ■ 
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Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited,  Calgary,  Alberta, 
Canada;  Consolidated  Pipe  Lines  Company,  Calgary.  Alberta,  Canada;  Weskem  of  Canada,  Ltd.,  Calgary,  Alberta,  Canada;  Consolidated  Gathering 
System  Limited,  Calgary,  Alberta,  Canada;  Norlands  Petroleums  Limited,  Calgary,  Alberta,  Canada;  Energy  Systems  Division,  Omaha,  Nebraska, 
Hydrocarbon  Transportation,  Inc  .  Omaha,  Nebraska;  Northern  Gas  Products  Company,  Omaha.  Nebraska;  Northern  Helex  Company,  Omaha, 
Nebraska;  Northern  Propane  Gas  Company,  Minneapolis.  Minnesota;  Northern  Systems  Company,  Omaha.  Nebraska;  Peoples  Natural  Gas  Division, 
Omaha,  Nebraska,  Profane  Corporation.  Minneapolis.  Minnesota.  Dominican  Republic.  Jamaica,  Guatemala.  Venezuela,  Puerto  Rico;  United 
Petroleum  Gas  Company.  Minneapolis,  Minnesota.  Weskem  Division.  Amarillo.  Texas,  UPG.  Inc..  Omaha.  Nebraska,  Northern  Petrochemical 
Company.  Des  Plaines.  Illinois.  Polymers  Division.  Des  Plaines.  Illinois.  Automotive  Chemicals  Division,  Des  Plaines,  Illinois,  Industrial  Chemicals 
Division,  Des  Plaines,  Illinois.  Canton  Containers  Division.  Canton,  Ohio,  Marine  Plastics  Division,  Clinton,  Massachusetts: 

and 

we  also  help 

patients  with 

serious  burns. 


Borg-Warner  Corporation  buys 
plastic  sheeting  made  by  the 
National  Poly  Products  Division 
of  our  Northern  Petrochemical 
Company.  The  sheeting  is  made 
into  hydrotherapy  liners,  Bodi- 
Gard,  whiq-h  hospitals  use  to 
treat  burn  patients.  Because  of 
this  product  more  patients  with 
serious  burns  can  now  be  kept 
alive  because  it  reduces  the 
chance  of  cross-infection. 

Finding  new  and  better  uses 
for  natural  gas  products  and  by- 


products has  gotten  us  into 
plastics,  packaging,  color  resins, 
synthetic  rubber,  printers'  ink 
and  much  more  to  help  make  life 
a  little  bit  better. 

You  see.  for  many  years  we 
were  just  a  natural  gas  pipeline 
company.  Then  we  began  look- 
ing at  additional  opportunities 
with  better  growth  potential. 
Today,  by  squeezing  all  the  value 
we  can  from  our  energy  sources, 
we're  providing  service  far 
beyond  what  you'd  expect  from 

Northern 

The  gas  company  that's  something  else. 


a  "traditional''  gas  pipeline  com- 
pany. And  we  continue  to  expand 
into  areas  where  major  growth 
is  possible.  It's  good  for  our  in- 
vestors and  customers. 

Yes.  we  still  do  what  you'd 
expect  a  gas  company  to  do. 
Like  serving  1.5  million  cus- 
tomers through  75  utilities  in 
eight  states,  maintaining  over 
31 ,000  miles  of  natural  gas  pipe- 
line and  continually  looking  for 
new  gas  reserves. 


il 


w 


6 

3 


3 

•  • 

E 

•  ■■■ 
A3 

O 

E 

S 


3? 

.8 


3 


u 

3 

I 


C  _ 

*  2.* 


c 
u 


$3 

t  1    ^* 


=  o 

0>    ° 

£      1/5 

c 

3 


3  at  a*  5  2 

mil 

ooo| 


^    s 

1       u 


o  «*■ 


0£ 

c 


E       " 

I 

5     2- 


5     I 

ill 

If? 

5 


§* 

•    S     * 

>-  ^  2 

roa 

t/>  "^    3 

■Si.? 

III 

M  uj  oo 

c 


1 

5 


3      • 


* 


s 
oc  £ 
>«       ^ 

o       0 


Tl  1 


0 


I1 


3 


3 
8 


^    a 


2 

c 
a; 


</»     I/I     JJ  'w 


_$£  F 

Ml 

31 


I  if'* 

o      5 


I 

— 

a 
3 

ii 

z 

M 
z 

at 

£ 

■ 
si 

0. 


uj  c 


p9JPJOdJO*J1  sj.i\v\  V  ii.iJWi  ||'  ,i.o«i  i 


Bargain-Hunting  In  Real  Estate 

There  are  plenty  of  bargains  around  now 

—if  you  know  where  to  look  and  how  to  negotiate. 


The  real  estate  business  is  a  disas- 
ter, with  builders  going  broke,  real 
estate  investment  trusts  tottering  on 
the  brink  and  unemployment  mount- 
ing. Nevertheless,  the  bargain-hunters 
are  beginning  to  prowl,  especially  in 
rental  housing. 

"Buying  income  property  is  the  only 
opportunity  in  real  estate  today,"  says 
Philip  S.  Stukin,  executive  vice  presi- 
dent of  Los  Angeles'  Economics  Re- 
search Associates.  Stukin  looks  for  spe- 
cial-situation properties.  The  best  can- 
didates are  unfinished  projects  whose 
developer  has  gone  dry,  or  the  fully 
depreciated  property  whose  owner 
has  used  up  his  tax  shelter. 

Sam  Lefrak,  developer  of  huge  New 
York  apartment  projects,  is  especially 
interested  in  the  first  type.  He  is  cur- 
rently negotiating  with  banks  to  take 
over  a  huge  shell  of  a  project.  A 
consortium  of  big  banks  approached 
Lefrak  to  complete  the  mammoth,  un- 
finished Village  Mall  in  Bayside, 
Queens  County,  N.Y.  "The  banks," 
Lefrak  told  Forbes,  "advanced  the 
builders  $30  million,  and  they've  end- 
ed up  with  an  unfinished  project  that 
is  worth  5  cents  as  it  stands  today. 
They're  stuck.  I  told  them  I  was  the 
only  guy  in  America  who  could  finish 
the  job,  but  I  also  told  them,  'Your 
$30  million  is  only  worth  $15  million, 
and  I  ain't  paying  you  no  12#%  on 
that;  you're  going  to  get  8%,  not  one 
penny  more.'  They  are  in  trouble  and 
they  are  just  going  to  have  to  sw 
low  their  pill." 

Lefrak  reasons  roughly  as  follows: 


It  would  cost  $23  million  to  finish 
the  project;  at  full  cost,  $53  million 
and  12.5%  interest,  he  would  have  to 
rent  the  apartments  at  $160  a  room 
—more  than  $500  a  month  for  a  one- 
bedroom  apartment.  "Who  would  pay 
it?"  he  asks.  "Who  could  pay  it?"  But 
with  the  original  cost  scaled  down  to 
$15  million  and  at  8%  interest,  he  fig- 
ures he  could  rent  for  $100  a  room. 
On  that  basis,  the  project  would  be 
a  good  deal,  distress  merchandise  sal- 
vageable if  the  price  is  right. 

Small  Ones  Too 

For  investors  and  builders  less  am- 
bitious than  Lefrak,  there  are,  says 
Economics  Research's  Stukin,  literally 
hundreds  of  unfinished  projects  all 
over  the  country  with  price  tags  rang- 
ing from  $500,000  to  $10  million.  Of 
course,  someone  must  take  a  bath  be- 
fore the  project  will  wash— not  only 
the  original  builder,  but  in  many  cases 
the  lending  institutions  as  well:  banks, 
real  estate  investment  trusts,  mort- 
gage lenders. 

"With  the  interest  meter  clicking 
away,"  Stukin  says,  such  institutions 
can  be  very  flexible  in  coming  to  terms 
with  someone  who  not  only  will  as- 
sume the  loan,  but  finish  the  construc- 
tion. "On  a  major  building  in  Los 
Angeles,  the  lender  put  up  80%,  the 
developer  20%  .  .  .  and  the  project 
cost  115%." 

The  builder,  operating  on  a  shoe- 
*  string,  walked  away.  "The  lender  fore- 
closed and  sold  it  for  the  80%  he  had 
out  on  it.  The  new  buyer  got  a  project 


for  80%  that  cost  115%." 

Good  property  can  also  come  on 
the  market,  Stukin  points  out,  simply 
because  the  initial  syndicators  have 
already  taken  their  accelerated  tax 
depreciation— and  a  new  owner  can 
start  over.  But  he  downplays  the  tax- 
shelter  angle  to  such  investments.  "A 


Casualty.  The  scarcity  and  high  cost 
of  construction  money  have  left  this 
big  Village  Mall  shopping  center 
in  Bayside,  Queens,  on  the  outskirts 
of  New  York  City,  high  and  dry  when 
barely  50%  complete.  But  builder 
Sam  Lefrak  thinks  one  developer's 
mistake  can  be  another's  big  chance. 
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How  to  worry  less  abou 

tighten  your  control 


First  Chicago  cash  management  systems  do  what 
they're  supposed  to  do. 

Put  you  in  tight  control  over  your  cash  flow,  put 
us  in  charge  of  the  details. 

Our  size  and  central  location  are  important,  but 
it's  how  we've  organized  our  resources  that  gives 
us  a  competitive  edge  in  the  business  of  cash 
management. 

Here's  how  we  do  it  at  First  Chicago. 

Cash  management  specialists, 
a  product  manager  structure. 

We're  not  like  most  banks. 

We  don't  believe  that  one  person  can  handle 
every  aspect  of  your  total  cash  management  system 
and  handle  every  aspect  well. 

Instead,  we  have  a  staff  of  product  managers  who 
work  on  the  major  components  of  your  system. 
Analysis.  Collection.  Concentration.  Disbursement. 
Information.  Control. 

Our  product  manager  structure  puts  specialists 
on  every  detail  in  your  system.  And  allows  us  to 
make  sure  your  system  keeps  working  for  you. 

Improvement  on  existing  products.  For  instance, 
our  product  manager  for  Account  Reconciliation, 
along  with  our  people  in  both  systems  and 
operations,  completely  overhauled  this  service. 

Results:  Shorter  turnaround  time.  More 
flexible  input/output  formats.  Improved  control 
features  that  capture  encoding  errors  and  falsified 
checks.  Plus,  new  options  like  daily  paid  tapes,  a 
float  calculator  and  tape  transmissions. 

Development  of  new  products.  One  of  them, 
Optical  Scanning,  captures  turnaround  documents 
on  magnetic  tape  or  microfilm  — or  both,  at  once. 

Collection  control  is  substantially  improved, 
processing  time  and  costs  are  cut.  In  fact,  it's  now 
possible  to  update  receivables  the  very  next  day. 


Another  new  product,  First  Settlement,  feature 
next-day-settlement  for  commodity  exchange 
transactions.  For  brokers,  faster  funds  availability 
and  minimum  exposure  — with  collection  and 
disbursement  floats  eliminated.  For  commercial 
hedgers,  quicker  coverage  of  margin  calls. 

Constant  quality  control.  There's  no  such  thing 
as  the  perfect  system.  Yet,  we  keep  working 
toward  it. 

High  standards  are  set  for  each  of  our  cash 
management  products.  Performance  is  measured 
against  objectives  on  a  regular  basis. 

What's  more,  quality  doesn't  stop  once  your 
system  is  in  operation.  If  you  have  a  question  or  a 
problem,  our  Customer  Services  Unit  wastes  no 
time  mobilizing  our  resources  to  satisfy  your  need 

What's  the  right  system  for  you? 

Finding  it  is  the  job  of  another  First  Chicago 
team,  our  Consulting  Group  —  industry  specialist; 
you  won't  find  in  most  other  banks. 

With  their  knowledge  of  your  business 
requirements,  we  can  determine  what  collection 
technique,  for  example,  makes  the  best  sense  for 
you.  Lock  box.  Money  transfer.  Cash 
concentration.  Or  pre-authorized  checks. 

Or  the  best  information  medium.  Wire  service. 
Magnetic  tape.  Telecopier.  Or  our  computer 
terminals  hooked  directly  into  your  system. 

Consultants  and  product  managers  working 
together  give  you  a  cash  management  system  thai 
fits,  not  almost  fits. 

Three  cases  in  point. 

Here's  how  we've  helped-a  few  companies  get 
better  grip  on  their  cash  flow. 

1.  A  leading  consumer  finance  company  with 
more  than  1,100  offices  in  the  U.S.  and  Canada 
used  as  many  local  depository  and  disbursement 


ash  management  and 
t  the  same  time. 


>unts.  Which  meant  substantial  idle  funds, 
mal  disbursement  float  —  and  more  than  1 , 1 00 
rate  reconciliations  monthly, 
ssisting  them  in  bringing  their  local  accounts 
a  zero  balance  system  funded  by  a  master 
;entration  account,  we  solved  their  idle  funds 
disbursement  problems.  Tightened  the  control, 
with  daily  reports  on  the  system's  activity, 
one  centralized  reconciliation. 
For  838  separate  accounts  of  a  nationwide 
pany,  our  product  manager  set  up  a  computer 
ram  to  consolidate  their  funds  for  investment 
daily  basis. 

st  last  year,  better  utilization  of  previously 
funds  increased  our  customer's  portfolio 
me  by  $760,000. 

A  customer  was  faced  with  the  problem  of 
ulating  commissions  on  funds 
ived  from  nearly  800  distributors. 
e  created  a  reporting  system 
automatically  computes 
missions,  prepares  checks  and 
ides  a  detailed  summary:  sales 
me,  deposits  and  outstanding 
>rts. 

Cash  management: 
a  new  era. 

irst  Chicago  has  become  a  leader 
ish  management,  which  has 
nt  considerable  investment  in 
emely  specialized  manpower 
sophisticated  machines. 
e  can't  see  any  other  way  to  do  it. 
ecause  in  cash  management,  as  in 
f  First  Chicago  services, 
e  pushing  harder,  competing 
in.  The  results  are  worth  it. 


We  can  offer  you  solutions  that  few  other  banks 
are  organized  to  offer.  We  can  promise  you  new 
freedom  from  your  cash  management  worries, 
perhaps  more  time  for  your  other  financial 
concerns. 

If  our  way  of  doing  things  makes  sense  to  you, 
we  think  alike.  And  we  ought  to  get  together.  Call 
Ralph  Rasmussen  at  (312)  732-3340. 

It's  time  you  had  a  break. 

Where  you  compete, 
we  compete. 

The  First  National  Bank  of  Chicago, 
First  Chicago  Corporation  subsidiary,  has 
installations  in  Amsterdam,  Antwerp,  Athens, 
Atlanta,  Baltimore,  Beirut,  Bogota,  Boston, 
Bridgetown,  Brussels,  Caracas,  Channel  Islands, 
Chicago,  Cleveland,  Dubai,  Dublin,  Dusseldorf, 
Edinburgh,  Frankfurt,  Geneva,  Guatemala  City, 
Hong  Kong,  Houston,  Jakarta, 
Kansas  City,  Kingston,  Lagos, 
London,  Los  Angeles,  Madrid,  Manila, 
Melbourne,  Mexico  City,  Milan, 
Montego  Bay,  Munich,  Nairobi, 
Newcastle,  New  York,  Panama  City, 
Paris,  Piraeus,  Rome,  San  Francisco, 
San  Jose,  Sao  Paulo,  Seoul,  Singapore, 
Stockholm,  Sydney,  Tehran,  Tokyo, 
Toronto,  Warsaw.  And  has  partici- 
pations in  Bangkok,  Cardiff  and 
Rotterdam.  First  Chicago  Leasing 
Corporation:  Installations  in  Chicago, 
New  York,  London  and  Toronto. 
First  Chicago  Realty  Services  Cor- 
poration: Installations  in  Chicago, 
Atlanta  and  Los  Angeles.  First 
Chicago  Asset  Management 
Corporation:  London. 


The  First  National  Bank  of  Chicago  @) 
You  compete.  We  compete. 


©  The  First  National  Bank  of  Chicago     Member  F.D.I.C. 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


.State. 


Zip. 


. Phone. 


f  p  ^  Capital 

Financial 
Services 

DEPT.   F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 
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lot  of  syndications  got  in  trouble  be- 
cause properties  weren't  bought  on 
fundamentals  but  on  the  basis  of  a 
tax  loss.  That's  unrealistic  economics." 

Stukin  puts  up  some  caution  flags. 
"I'm  not  saying  that  any  income  prop- 
erty at  any  price  is  a  good  invest- 
ment. It  has  to  be  well-priced,  and 
the  existing  return  has  to  pencil  out 
to  a  reasonable  deal." 

But  unlike  the  stock  market,  Stukin 
says,  income  property  is  likely  to  per-' 
form  in  response  to  fundamental  eco- 
nomic factors,  not  psychological  ones. 
And  with  an  existing  building,  you 
have  its  track  record  to  go  by,  not  a 
projection  (i.e.,  guess)  of  how  well  it 
will  do  in  the  marketplace. 

Stukin  and  Lefrak  agree  that  the 
building  of  homes  and  apartments  for 
sale  is  moribund  until  interest  rates 
come  down.  "So  you  can  expect  a 
good  demand/ supply  situation  in  the 
rental  market,"  Stukin  says.  He  agrees 
with  Sam  Lefrak  that  people  have  to 
live  somewhere.  But  they  can  afford 
the  rents  only  if  some  of  the  water  is 
squeezed  out  of  projects  that  were 
built  with  money  that  was  too  expen- 
sive, labor  that  was  too  expensive  and 
materials  that  were  too  expensive. 

Donald  Ellis,  of  Los  Angeles'  E&L 
Properties,  is  actively  soliciting  REITs 
with  troubled  loans  out.  For  the  Pied- 
mont Properties  Fund,  his  firm  just 
purchased  a  suburban  apartment 
complex  for  the  amount  of  the  debt: 
$2.3  million  on  a  $2.8-million  build- 
ing. They  got  the  original  equity  for 
nothing  and  the  interest  rate  is  a  two- 
year-old  8&%,  vs.  the  current  10%. 

Where  the  price  is  right,  such  a 
project  can  work  out  very  nicely  for 
the  buyer— depending  on  the  pur- 
chase price,  the  interest  rate  and  the 
income  potential.  Pencil  in  hand, 
Stukin  sketches  out  a  typical  deal: 

Figure  Work 

Supposing  the  project  can  return 
$111,000  after  all  expenses  except  in- 
terest and  depreciation.  Capitalizing  it 
at  10%,  the  buyer  pays  $1.1  million, 
with  20%  down.  Provided  he  can  in- 
crease rents  by  5%  a  year  and  pro- 
vided expenses  do  not  rise  more  than 
5%  a  year,  the  owner  will  have  a  cash 
flow  of  $126,000  from  the  property 
during  the  five  years.  That's  an  av- 
erage annual  return  of  11.4%.  And  the 
$136,000  annual  'operating  income 
the  property  will  be  generating  after 
five  years  could  justify  a  sale  price 
of  $1.5  million  to  a  new  buyer. 

Even  where  the  price  is  right  and 
the  lenders  will  be  accommodating, 
there  still  is  a  risk,  of  course.  It  is 
that  rent  controls  may  be  imposed 
and  the  owner  may  not  be  able  to 
pass  on  his  higher  costs  plus  some- 
lln  (g  extra   for  himself.   But  the  po- 


Overripe  Or  Underdone?  Either  kind 
of  property  can  be  a  profitable  special- 
situation,  says  Philip  I.  Stukin, 
vice  president  of  Los  Angeles' 
Economic  Research  Associates. 


tential   profit  seems  worth  the   risks. 

A  major  problem  is  that  there  aren't 
too  many  realty  operators  left  who 
have  the  cash  to  do  this  kind  <>l 
thing.  But  then,  thai  is  whit  ( -reates 
opportunity. 

As  Sam  Lefrak  puts  it:  "The  Lefrak 
organization  expects  to  he  verj  bus) 
erasing  some  of  the  errors  made  In 
others  during  the  go-go  years."  ■ 
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Welcome, 
Y'AII 


Should  Americans 
fear  foreign 
investment  here? 
South  Carolina  doesn't. 

Americans  are  ambivalent  on  the 
subject.  They  want  the  jobs  and  the 
money  that  foreign  investment  in  the 
U.S.  can  bring,  but  they  wince  at  the 
thought  of  burnooses  and  strange  ac- 
cents in  the  boardrooms. 

Still,  foreign  investment  is  a  grow- 
ing tide.  Last  year  $3.5  billion  In  di- 
rect foreign  investment  came  into  the 
U.S.— up  nearly  sixfold  from  the  pre- 
vious year.  And  however  else  other 
Americans  may  feel  about  it,  state 
development  commissions  are  eagerly 
seeking  more:  No  fewer  than  17  U.S. 
states  have  full-time  promotional  em- 
ployees stationed  abroad. 

In  this  luring  of  foreign  capital, 
few  can  match  South  Carolina.  It  has 
attracted  almost  50  foreign  compa- 
nies. Behind  the  drive,  of  course,  lay 
not  hospitality  but  necessity.  As  a 
state,  South  Carolina  was  close  to  the 
bottom  in  education,  income  and  em- 
ployment. Agriculture  and  textiles, 
both  relatively  low-paying  occupa- 
tions, were  the  state's  mainstay. 

But  how  do  you  attract  investment 
to  a  backward  area? 

One  of  the  first  steps  was  educa- 
tion. In  1961  the  state  started  a  tech- 
nical education  program.  Since  then 
about  half  of  its  workforce  of  1  million 
have  received  some  type  of  training. 

"Over  ten  years  ago  we  made  a 
policy  decision,"  says  Governor  John 
West.  "Instead  of  going  the  tax-free 
bond  route,  we  felt  that  training  peo- 
ple was  a  good  expenditure  of  tax  dol- 
lars, and  one  that  companies  would 
appreciate  more  than  a  temporary 
tax  break.  We  guarantee  that  if  a 
company  works  with  us,  it  will  be  in 
the  black  in^less  than  six  months." 

Bad  Can  Be  Good 

The  state's  very  backwardness  had 
its  advantages,  too.  Wage  rates  are 
among  the  lowest  in  the  country. 
There  is  little  unionization.  There  is 
a  right-to-work  law.  South  Carolina 
sweetens  the  pot  further  with  incen- 
tives like  a  five-year  moratorium  on 
property  taxes  (except  school  taxes), 
no  property  tax  on  manufacturers'  in- 
ventories and  no  wholesale  sales  tax. 

South  Carolina's  Piedmont  area, 
with  its  extensive  textile  industry,  be- 
gan to  pick  up  economic  momentum 


To  end  the  day 

or  to  start  the  evening. 

To  share  with  friends 

at  a  party  or 

with  a  friend,  alone. 

The  joy  of  Scotland. 

Distilled  and  brought  to 

perfection  in  every  bottle 

of  J  &  B  Rare  Scotch. 


RARE 
SCOTCH 


JUSTERJNI&  BROOKS 

Founded!!*) 


in  tiie  mid-Sixties.  But  the  low,  heavi- 
ly black-populated  counties  along  the 
coast  lagged  far  behind.  "U.S.  blue- 
chip  companies  shy  away  from  coun- 
ties that  are  50%  or  60%  black,"  says 
West.  "The  foreign  companies  don't 
know  the  difference." 

Foreign  investment  has  also 
brought  diversity,  and  with  that  high- 
er wages.  At  the  end  of  World  War 
II  textiles  accounted  for  65%  of  the 
total  manufacturing  jobs;  by  1974  the 
figure  was  down  to  43%.  For  the  first 
time  since  Reconstruction,  outmigra- 
tion  in  South  Carolina  has  been  re- 
versed. Unemployment  has  gone  from 
5.6%  in  1960  to  3.6%  in  1973.  Income 
per  capita  has  more  than  doubled. 

Invest  And  Prosper 

One  of  the  first  great  successes  of 
the  state  was  the  1966  joint  venture 
of  Hercules  and  Hoechst  Fibers,  a 
subsidiary  of  the  giant  German  chem- 
ical company,  Farbwerke  Hoechst. 
Hoechst  has  increased  the  original  in- 
vestment in  Spartanburg,  S.C.  ten- 
fold, to  well  over  $200  million,  and 
it  plans  to  invest  another  $70  mil- 
lion in  the  state.  Dr.  Paul  F.  Foerster, 
vice  president  for  operations,  esti- 
mates that  the  company  with  its 
2,700  workers  pumps  $40  million  a 
year  into  the  regional  economy. 

The  first  foreign  investments  were 
in  Spartanburg,  the  fresh  peach  capi- 
tal of  the  world.  In  the  last  decade 
over  30  foreign  firms  from  nine  coun- 
tries have  located  there.  Since  1960 
the  county  has  had  over  $700  million 
in  industrial  expansion,  industrial 
property  tax  assessments  have  gone 
from  $14.6  million  to  $41.4  million, 
per-household  income  has  risen  from 
$5,590  a  year  to  $11,100.  Foreign 
firms  generate  an  estimated  $30  mil- 
lion annually  in  direct  payrolls  alone. 

Currently  in  progress  are  two  other 
South  Carolina  coups. 

France's  big  Michelin  Tire  Co.  is 
building  its  first  U.S.  tire  plants  in  the 
Piedmont  area.  Believed  to  be  the 
U.S.'  largest  single  foreign  investment, 
they  will  cost  an  estimated  $300  mil- 
lion to  $500  million.  The  two  plants, 
scheduled  for  completion  in  1975,  will 
eventually  employ  1,800  people 
(Forbes,  Apr.  15,1973). 

Kuwait  Investment  Co.,  a  semi- 
private  enterprise,  has  paid  $17.3  mil- 
lion for  a  South  Carolina  island  to  be 
developed  and  marketed  by  Sea  Pines 
Co.  as  an  exclusive  resort  area.  Pre- 
liminary estimates  are  that  $150  mil- 
lion will  go  into  the  development  over 
a  20-year  period  and  could  provide 
1,500  construction  jobs. 

However  people  may  feel  in  the 
rest  of  the  country,  nobody  in  South 
Carolina  is  hoisting  "foreigner- go- 
home"  placards.  ■ 


Small  business  phone  systems 
with  big  system  features. 


You  don't  have  to  be  a  big 
business  to  have  sophisticated 
communications. 

The  Bell  System  will  design 
a  customized  phone  system  for 
you  with  features  such  as 
pick-up  and  hold,  out-going  call 
restriction,  and  dial  intercom. 

Or  you  can  have  one  of  our 
new  packaged  key  systems  with 
features  such  as  these:  a  desk- top 


central  answering  phone,  tone 
and  voice  signaling,  multi-line 
conference,  and  music  on  hold. 
These  prewired  systems  offer 
economy  and  fast  installation. 
And  they  save  you  space. 

Your  local  Bell 
Communications  Consultant 
can  tell  you  more  about  features 
and  options. 

If  yours  is  a  small  or  medium 
size  business,  we  designed  these 
systems  for  you. 

At  AT&T  and  your  Bell 
Company,  we  know  you  want 
modern,  compact  communications. 

We  hear  you. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$250,000,000 
EJgON  PIPELINE  COMPANY 

9%  Guaranteed  Debentures  Due  2004 

Payment  of  the  principal  of,  premium,  if  any,  and  interest  on  the  Debentures  is  guaranteed  by 

EJgON  CORPORATION 

Interest  payable  April  15  and  October  15 


Price  99.30%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 

MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION  KUHN,  LOEB  &  CO. 

MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BL  YTH  EASTMAN  DILLON  &  CO.  DREXEL  BURN  HAM  &  CO.  GOLDMAN,  SACHS  &  CO. 

Incorporated  Incorporated 

HALSEY,  STUART  &  CO.  INC.  HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES 

Affiliate  of  Bache  &  Co.  Incorporated  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO.  PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 

REYNOLDS  SECURITIES  INC.  SMITH,  BARNEY  &  CO.  WERTHEIM  &  CO.,  INC. 

Incorporated 

WHITE,  WELD  &  CO.  DEA  N  WITTER  &  CO. 

Incorporated  Incorporated 

BEAR,  STEARNS  &  CO.      L.  F.  ROTHSCHILD  &  CO.      SHIELDS  MODEL  ROLAND  SECURITIES 

Incorporated 

WEEDEN  &  CO.  WOOD,  STRUT  HERS  &  WINTHROP  INC. 

Incorporated 

BASLE  SECURITIES  CORPORATION  ALEX.  BROWN  &  SONS 

HARRIS,  UPHAM  &  CO.  MOSELEY,  HALLGARTEN  &  ESTABROOK  INC. 

Incorporated 

R.  W.  PRESSPRICH  &  CO.  SOGEN-SWISS  INTERNATIONAL  CORPORATION 

Incorporated 

THOMSON  &  McKINNON  A  UCH  INC  LOSS  KOHLMEYER  INC.  SPENCER  TRASK  &  CO. 

Incorporated 

TUCKER,  ANTHONY  &  R.  L.  DAY  UBS-DB  CORPORATION  G.  H.  WALKER,  LAIRD 

Incorporated 

October  18, 197  J,. 


The  Masochist 

How  the  Adela  Group  succeeds  by 
making  life  tough  on  itself. 


Perverse.  That's  the  only  way  to 
describe  Lima,  Peru-based  Adela 
Group,  a  fast-growing,  $400-million 
assets  multinational  that  practices 
backward  logic. 

To  begin  with,  you  have  to  get  up 
$500,000  just  to  buy  a  single  share 
of  Adela  common  stock.  (A  stock  split 
is  considered  out  of  the  question.) 
And  don't  try  to  buy  more  than  one 
share.  Adela  doesn't  permit  that.  Of 
course,  if  you're  mainly  interested  in 
income,  you  wouldn't  want  to  own 
Adela  stock  anyway.  The  company 
rarely  pays  dividends,  and  would  pre- 
fer to  eliminate  them  altogether.  You 
can  forget  capital  appreciation,  too. 
Adela  shares  aren't  listed  on  any  stock 
exchange,  and  can  only  be  sold  back 
to  the  company— at  cost. 

Now  with  that  kind  of  approach, 
you  would  think  that  investors  would 
be  avoiding  Adela  like  the  plague.  But 
you  would  be  dead  wrong.  Adela's 
shareholder  list  reads  like  a  Who's 
Who  of  the  industrialized  world: 
Shell  Petroleum,  Philips  Lamp  and 
Unilever  from  the  Netherlands;  Fiat 
and  Pirelli  from  Italy;  L.M.  Ericsson, 
Volvo,  Saab-Scania,  Electrolux  and  At- 
las Copco  from  Sweden;  Ciba-Geigy, 
Hoffmann-La  Roche,  Nestle  and  as- 
sorted banks  from  Switzerland;  Carls- 
berg-Tuborg  Breweries,  A. P.  Moller 
and  the  East  Asiatic  Co.  from  Den- 
mark; Dunlop,  British-American  To- 
bacco, Hill,  Samuel,  Imperial  Chem- 


Consumers?  Not  the  peasants  whose 

shabby  ranchitos  blanket  the  hills 

around  prosperous  Caracas, 

Venezuela.  That's  one  reason  why 

U.S.  industry,  through  Adela, 

tries  to  create  new  jobs  for  them. 


ical,  Rio  Tin  to  Zinc  and  N.M.  Roth- 
schild from  the  U.K.;  and  U.S. 
companies  like  Alcoa,  Caterpillar, 
Coca-Cola,  Dow,  Du  Pont,  Exxon, 
Ford,  Heinz,  IBM  and  U.S.  Steel. 

What  do  the  world's  largest  and 
most  powerful  corporations  see  in 
Adela?  They  see  in  it  an  opportunity 
to  give  free  enterprise  a  boost  in  a 
part  of  the  world  where  capitalism 
is  often  a  dirty  word  and  socialism 
ranks  with  motherhood  and  the  flag. 
The  acronym  stands  for  Atlantic  Com- 
munity Development  Group  for  Latin 
America.  Its  founders  are,  among  oth- 
ers, Senator  Jacob  Javits,  E.G.  Collado 
of  Exxon,  George  Moore  of  Citibank, 
and  Giovanni  Agnelli  of  Fiat.  They 
felt  that  the  best  way  to  promote  free 
enterprise  in  South  America  was  not 
by  propaganda  or  by  coups  d'etat, 
but  by  actually  showing  how  well  it 
works.  In  1964  Adela  was  established 
as  a  venture-capital  company  to  back 
promising  local  entrepreneurs. 

Adela  has  made  good  money.  It 
earned  $7.05  million  in  fiscal  1974,  a 
return  of  over  9%  on  its  equity,  and 
earnings  have  increased  in  every 
year  since  it  was  founded.  But  prof- 
itability is  not  what  Adela  is  all  about. 
Its  sponsors  have  a  strong  self-interest 
in  its  success.  They  figure  that  the 
more  capitalists  there  are  in  South 
America  and  the  more  beneficial  their 
works,  the  less  likely  the  local  govern- 
ment would  be  to  nationalize  foreign 
*  properties— including  those  owned  by 
Adela's  stockholders. 

The  subsequent  rash  of  expropria- 
tions, "interventions,"  and  forced  buy- 
outs in  Peru,  Chile,  Venezuela,  Ar- 
gentina, Bolivia  and  even  Mexico, 
proved    that    to    be    an    exceedingly 


Swiss-born  Ernst  Keller,  55, 

first  came  to  South  America  in  1953 

as  an  industrial  engineer  for 

W.R.  Grace  &  Co.  In  1957  he  set  up 

his  own  engineering  and  management 

consulting  firm  in  Lima,  Peru. 

Out  of  that  grew  a  private  investment 

company,  Peru  Invest,  and  the 

strict,  self-limiting  principles  that 

have  proved  so  successful  at  Adela. 


naive  expectation.  The  effort  was  too 
little  and  too  late  to  check  the  trend 
toward  socialism  and  statism. 

But  if  Adela  was  a  flop  as  a  pub- 
lic-relations gesture,  its  backers  were 
pleasandy  surprised  to  leam  that— 
against  all  odds— it  just  might  be  a 
sound  business  investment. 

In  return  for  an  equity  in  the  busi- 
ness, Adela  has  helped  launch  some 
250  new  enterprises,  provided  me- 
dium-term working  capital  and  financ- 
ing to  over  1,500  companies,  and 
helped  create  some  200,000  jobs  di- 
rectly—perhaps 400,000  indirectly.  All 
this  at  a  consistently  improving  prof- 
it. And  without  any  tax  breaks  what- 
ever;   in    fiscal    1974,    for    example, 


PLANNED  GROWTH  CONTINUES 


3  MONTHS  ENDED  SEPT.  30* 

1974 

1973 

NET  SALES  (Millions) 

$290.8 

$244.1 

NET  INCOME  (Millions) 

16.3 

5.2 

PRIMARY  EARNINGS 

PER  SHARE 

$3.20 

$.99* 

12  MONTHS  ENDED  SEPT.  3( 

}*     1974 
$1,103.1 

1973 
$916.9 

NET  SALES  (Millions) 

NET  INCOME  (Millions) 

46.6 

18.0 

PRIMARY  EARNINGS 

PER  SHARE 

$9.13t 

$3.40t 

Unaudited,  t  Adjusted  for  2%  stock 
dividend  paid  February,  1974. 

Annual  Report 

available  upon  request.  Write 

Crane  Co., 

300  Park  Avenue 

New  York,  N.Y.  10022 


CRANE 


FLUID  AND  POLLUTION  CONTROL  /  STEEL  /  BUILDING  PRODUCTS  /  AIRCRAFT  AND  AEROSPACE 


the  man  you  want 

to  succeed 

reads 

Forbes 


Adela  paid  55%  of  its  gross  earnings 
in  taxes  to  Latin  countries. 

By  U.S.  standards,  Adela  is  merely 
average  in  profitability  as  a  venture 
capitalist.  But  then  the  game  is  a  lit- 
tle tougher  in  Latin  America.  "U.S. 
venture-capital  firms  look  for  the  pos- 
sibility of  a  technological  break- 
through," explains  Adela  President 
Ernst  Keller,  a  Swiss-born  industrial 
engineer.  "We  do  not  have  these  op- 
portunities in  developing  countries.  In 
the  U.S.,  venture-capital  firms  typical- 
ly hope  to  make  a  killing  on  one  or 
two  investments  out  of  100,  have  a 
few  other  somewhat  less  successful  in- 
vestments and  quite  a  few  losers. 
Since  we'll  never  make  a  killing  on 
any  of  our  investments,  we  must  bring 
home  virtually  all  of  them.  Out  of  140 
equity  investments  we  have  made,  we 
have  so  far  been  able  to  bring  96  of 
them  into  profits.  You'll  find  no  U.S. 
venture-capital  firm  with  that  kind  of 
success  ratio." 

Cutting  The  Cord 

Typical  Adela  investments  include 
an  Ecuadorian  steel-rolling  mill 
($390,000  in  equity,  $700,000  in 
loans);  a  Venezuelan  home-furnish- 
ings retailer  ($4.5  million  in  equity); 
a  Chilean  book  bindery  ($120,000  in 
equity,  $25,000  in  loans);  a  Mexi- 
can particle-board  producer  ($2  mil- 
lion equity,  $751,000  loans);  and  a 
Nicaraguan  polyvinyl  chloride  plant 
($441,000  equity,  $264,000  loans). 

Latin  finance  companies  are  accus- 
tomed to  earning  between  15%  and 
20%  on  their  money— substantially  bet- 
ter than  Adela's  9%.  "The  differ- 
ence, of  course,  is  that  those  financial 
companies  do  not  have  $30  million 
to  $40  million  tied  up  all  the  time  in 
nonproducing  assets— developing  proj- 
ects," Keller  explains.  "We  do.  If  we 
had  that  money  out  on  loan,  we'd  do 
at  least  as  well  as  they." 

Nor  has  Adela  suffered  the  same 
ruinous  takeovers  as  the  two  other 
U.S. -run  venture-capital  firms  in  Latin 
America:  Deltec  and  Ibec.  Adela  has 
avoided  takeovers  because  of  its  back- 
ward logic. 

The  minute  a  new  venture  can 
stand  on  its  own  two  feet  and  is 
earning  a  respectable  return  on  in- 
vestment, Adela  pulls  out  its  equity. 

ry  year  we  sell  our  crown 
els,"  says  Keller.  "We  have  to.  II  \\< 
want  to   make  new  investments,   w< 
have  to  free  funds." 

The  temptation  to  hang  on  to  such 
equity  positions,  as  Ibec  did  with  its 
very  profitable  Cada  supermarket 
chain  in  Venezuela  (Ibec  must  now 
reduce  its  51%  intern!  to  20%  by 
1977),  is  there.  Bui  Keller,  .is  much 
a  believer  in  self-discipline  .is  [gna 
tins   Loyola,  resists  such  temptatio 


118 


FORBES.    NOVEMBER    15,    1974 


"It  hurts— momentarily,"  he  says.  "I 
have  many  times  forced  my  colleagues 
out  in  the  territories  to  divest  when 
they  say,  'Oh,  it's  very  profitable.  It 
contributes  to  my  income.  We  can  get 
more  for  it  next  year.'  I  say,  'Yes,  we 
can  also  get  less  for  it  next  year.  This 
is  ready  for  divestment  according  to 
principles.  It's  salable.  Sell  it.' ' 

But  such  corporate  self-denial  is  as 
practical  as  it  is  high-minded.  "In  Lat- 
in America  nobody  is  afraid  of  Adela, 
even  though  we  are  one  of  the  multi- 
nationals," Keller  explains.  "They  have 
seen  now  in  virtually  all  the  coun- 
tries that  Adela  is  selling— and  selling 
good  investments." 

A  good  number  of  Adela-backed 
new  ventures  have  run  into  serious 
difficulties.  There  have  been  $3.2  mil- 
lion worth  of  write-offs  since  1964. 
But  Keller  is  proud  of  Adela's  ability 
to  achieve  turnarounds  in  such  invest- 
ments. "We  could  have  lost  $30  million 
to  $40  million  by  now  if  we  had  not 
had  the  fire  brigade  to  send  in,"  he 
says.  The  "fire  brigade"  is  a  team  of 
one  to  five  troubleshooters  who  move 
into  a  troubled  company  for  six 
months  to  three  years  to  iron  out 
problems  and  turn  red  ink  to  black. 

Compafiia  Algodonara  Paraguaya 
S.A.  in  Asuncion,  a  cooking  oil,  cotton 
fiber  and  tobacco  processor  in  which 
Adela  has  a  $6.4-million  investment, 
ran  into  heavy  losses  two  years  ago. 
"We  had  to  step  in  when  the  majority 
stockholder  became  insolvent,"  says 
Keller.  "After  two  years  of  hard  work, 
the  company  is  now  earning  in  ex- 
cess of  30%  on  invested  capital." 

Atlantic  Coast  Chemical,  a  wood 
rosin  and  pine  oil  producer  in  the 
jungles  of  Nicaragua  in  which  Adela 
had  sunk  $1.6  million,  looked  like  a 
certain  disaster  four  years  ago.  "This 
was  part  of  a  larger  conglomerate," 
Keller  explains.  "The  money  had  been 
siphoned  off  for  other  purposes,  leav- 
ing us  with  a  half-finished  plant.  We 
took  that  plant  out  of  the  larger  con- 
cern, formed  a  separate  company 
and  finished  construction.  We  had 
incredibly  tough  going  for  about 
two  or  three  years,  because  the  mar- 
ket was  very  weak.  But  we  had  the 
tremendous  good  fortune  of  finding  an 
excellent  man  who  lived  in  the  area 
and  could  nurse  the  child  back  to 
health."  Last  year  Adela  sold  off 
Achemco,  now  a  very  profitable  op- 
eration, at  four  times  its  investment. 

Pride,  of  course,  is  the  gravest  sin 
of  all.  Deltec  thought  it  could  achieve 
a  turnaround  at  big  Swift  de  la  Plata, 
the  onetime  Argentine  meat-packing 
facilities  of  Swift  and  Armour.  It  ran 
smack  into  heavy  losses  and  court- 
imposed  bankruptcy  of  Swift  de  la 
Plata  and,  three  years  later,  of  its  13 
other  Argentine  subsidiaries  as  well. 
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"That  was  clearly  too  large  an  en- 
gagement for  Deltec,"  says  Keller.  "We 
try  not  to  let  our  engagements  be- 
come so  large  that  if  they  fail  they 
would  have  a  disastrous  effect  on  our 
financial  statements."  But  that  is  some- 
times easier  said  than  done.  "There  is 
always  a  great  temptation  to  let  these 
engagements  become  large  when  they 
are  in  trouble,"  Keller  concedes. 

But  Keller  has  some  backward  logic 
to  protect  against  that  danger  as  well. 
Generally  speaking,  American  corpo- 
rations have  insisted  on  majority  con- 
trol, if  not  full  ownership  of  any  in- 
vestments in  Latin  America.  Not  so 
Adela,  which  never  takes  a  majority 
position  in  its  equity  investment. 

Seed  Money  Only 

"Starting  out  ten  years  ago  with 
just  $16  million  in  capital,  we  recog- 
nized from  the  outset  that  we  could 
not  be  a  provider  of  money,"  says 
Keller.  "We  didn't  have  enough  of  it. 
Instead  we  have  been  trying  to  pro- 
vide something  much  scarcer  than 
money:  feasible  opportunities."  Mean- 
ing, of  course,  that  Adela's  role  is  to 
supply  seed  money  only. 

As  a  result,  Adela's  lending  activ- 
ities ($302  million  in  fiscal  1973) 
as  well  as  its  equity  investments  ($56 
million)  are  concentrated  in  fledgling 
companies.  "The  vast  majority  of  our 
clients  are  unknown  names  who  would 
not  be  served  by  the  international 
banking  community,"  Keller  explains. 
"We  almost  always  talk  to  local  in- 
vestment bankers  on  these  projects 
because  we  are  a  minority  investor 
and  need  partners.  When  we  have  a 
name  that  may  be  placeable  interna- 
tionally, we  go  to  Deltec,  which  is  a 
specialist  in  the  international  syndica- 
tion of  Latin  American  debt.  Or  we  go 
to  the  International  Finance  Corp.  in 
Washington,  D.C.,  which  does  exact- 
ly what  we  do  on  a  much  larger 
scale  internationally.  Or,  in  the  An- 
dean Community  [Chile,  Peru,  Boliv- 
ia, Ecuador,  Colombia,  Venezuela],  we 
work  with  the  Corporacion  Andino  De 
Fomento,  the  Community's  develop- 
ment bank." 

In  the  next  six  to  eight  years,  Keller 
hopes  to  increase  "disbursements"  to 
$500  million. 

"Our  main  problem  in  the  short  to 
medium  term,"  he  adds,  "is  whether 
we  can  raise  enough  medium-  and 
long-term  money  at  bearable  cost  to 
be  able  to  take  advantage  of  the  op- 
portunities that  present  themselves." 
That,  obviously,  is  a  universal  busi- 
ness problem  these  days.  But  based 
on  its  enviable  track  record  and  match- 
less connections,  Adela  should  not 
find  that  hurdle  insurmountable.  Pro- 
vided, of  course,  that  it  doesn't  stray 
from  Keller's  backward  logic.   ■ 
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Up  to 

7times 
more 

profits 

than  in  the  rest  of 

the  United  States. 

Where?  Puerto  Rico. 


Manufacturing  profits  in  Puerto 
Rico  surpass  those  on  the 
U.S.  mainland  in  industry  after  in- 
dustry. For  example,  net  profits 
for  the  chemical  industry  in  Puerto 
Rico  average  31.5%  of  sales  vs. 
6.4%  on  the  mainland.  Non-elec- 
trical machinery,  23.4%  vs. 
4.9%.  Apparel  and  textiles, 
16.7%  vs.  2.5%. 

Profit  Incentives 

One  reason  for  these  profits  is 
that  the  Commonwealth  of  Puerto 
Rico  is  not  subject  to  federal  taxes. 
U.S.  manufacturers  can  also  re- 
ceive exemption  from  all  local 
taxes  for  up  to  30  years. 

Government  assistance  in 
selecting  and  training  people  who 
are  eager  to  work.  Low  factory 
rents.  Modern  transportation  and 
services.  Imagine  your  profits  with 
all  those  benefits  working  for  you. 

For  more  facts  clip  coupon  — 
and  see  pages  121  and  123. 


Commonwealth  of  Puerto  Rico 

Economic  Development  Administration 

Dept.  FB-8 

1290  Avenue  of  the  Americas 

New  York,  N.Y.  10019 

Please  give  me  more  itformation  on 

Puerto  Rico's  advantages  as  a  plant 

site.  And  tell  me  more  about  the 

island's  remarkable  profit  story. 

The  products  I  might  be  interested 
in  manufacturing  in  Puerto  Rico  are: 


Name- 


Title. 


Company. 

Address 

City 


State. 


_Zip_ 
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Will  a  yea  or  a  nay  here 

knock  your 

employee  benefits  program 

for  a  loop? 


The  way  new  legislation  is  com- 
ing out  of  Congress,  you're 
never  sure  where  you  stand 
from  one  year  to  the  next. 
National  health  insurance,  pen- 
sion program  reform,  health 
maintenance  organizations— 
who  knows  what's  next?  Or 
what  it  will  cost  you? 

Keeping  abreast  of  all  this 
action  is  a  full  time  job.  At  least 
it  is  at  Marsh  &  McLennan. 

We're  right  on  the  scene  in 
Washington,  to  see  and  hear 
what's  developing.  This  intensive 


information-gathering  activity 
pays  off  for  our  clients. 

By  anticipating  events,  Marsh 
&  McLennan  can  help  you  plan 
ahead  thoughtfully  and  carefully. 
This  sometimes  means  steering 
you  toward  opportunities  for 
savings.  It  always  means  avoid- 
ing the  kind  of  hasty,  last-minute 
decisions  that  invariably  prove 
costly. 

Today,  employee  benefits  add 
an  average  of  about  30%  to 
your  payroll— and  climb  relent- 
lessly each  year.  Only  by  keeping 


up  with  developments,  will  you 
be  able  to  keep  your  financial 
projections  from  going  awry. 

If  you'd  like  to  take  advantage 
of  this  kind  of  assistance,  get  in 
touch  with  us.  Our  benefits  con- 
sultants are  prepared  to  help 
you  with  every  aspect  of  this 
area— from  design  and  funding 
of  new  programs  to  consolida- 
tion of  those  you  now  have. 

Nobody  is  equipped  to  accom- 
plish all  this  better  than  Marsh 
&  McLennan.  Just  give  us  a 
chance  to  prove  it. 


_ 
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An  III  Wind... 

This  man  may  get  rich 
helping  salvage  the  remains 
of  the  Penn  Central. 

It's  not  hard  to  find  people  who  lost 
money  in  the  bankruptcy  of  the  Penn 
Central;  there  are  tens  of  thousands 
of  them.  But  meet  Victor  Palmieri,  a 
man  who  has  made  money  working 
for  the  trustees  in  the  bankruptcy,  and 
may  yet  get  rich  from  it.  Palmieri,  44, 
is  a  Los  Angeles  lawyer-turned-real 
estate  man  who  now  is  president  of 
Pennsylvania  Co.  (Pennco),  a  grab 
bag  holding  company  for  many  of  the 
Penn  Central's  nonrail  assets. 

Palmieri  first  got  involved  in  1970, 
just  after  the  bankruptcy,  when  he 
was  brought  in  as  a  consultant  to  try 
to  save  Great  Southwest  Corp.,  a 
Pennco  subsidiary  that  owned  amuse- 
ment parks,  a  mobile  home  manufac- 
turer and  valuable  Texas  real  estate. 
Pennco's  stock  was  then  pledged  to  a 
group  of  53  banks  as  collateral  for 
a  $300-milhon  loan  they  had  ad- 
vanced to  the  parent  company. 

The  banks  were  much  luckier  than 
most  Penn  Central  creditors,  because 
they  ended  up  with  some  of  the  best 
assets.  Besides  Great  Southwest,  Penn- 
co owns  L2  million  shares  of  Norfolk 
&  Western  railway;  100%  of  $170- 
million-assets  Buckeye  Pipe  Line; 
some  coal  properties;  and  Arvida, 
a   valuable   Florida  realty   company. 

Impressed  by  his  work  at  Great 
Southwest,  the  banks  and  Penn  Cen- 
tral trustees  put  Palmieri  in  charge  of 
the  whole  Pennco  operation.  Instead 
of  a  salary,  they  agreed  to  let  Victor 
Palmieri  &  Co.  Inc.  write  a  $150,000- 
a-year  management  contract  with 
Pennco,  plus  an  incentive  fee  based 
on  the  Pennco  performance. 

In  July  of  last  year,  the  trustees  of 
the    railroad    handed    Palmieri    what 
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might  be  the  biggest  plum  of  all. 
Pennco  represented  outside  invest- 
ments; most  of  Penn  Central's  coal  and 
real  estate  still  belonged  to  the  rail- 
road. This  remainder— which  Palmieri 
&  Co.  says  is  worth  a  cool  $1.1  bil- 
lion—was placed  under  his  manage- 
ment. It  comprises  9,500  parcels,  in- 
cluding a  major  chunk  of  New  York 
City's  Grand  Central  district,  and 
some  2.4  billion  tons  of  high-quality 
eastern  coal  reserves. 

How  is  Palmieri  doing?  It's  hard  to 
say.  In  his  first  year  at  Pennco  he 
engineered  a  $100-miUion  write-down. 
Last  year  Pennco  earned  $16.5  mil- 
lion, as  against  $13  million  in  1972. 
However,  Great  Southwest  is  still  in 
trouble  because  the  old  Penn  Central 
management  saddled  it  with  far  too 
much  variable-rate  debt  in  an  effort 
to  leverage  the  railroad's  faltering 
earnings  with  real  estate.  In  deep 
trouble  this  year,  Palmieri  has  asked 
GSC  creditors  to  take  a  haircut  on  in- 
terest charges  and  to  stretch  out  debt 
repayments.  Another  problem  is  that 
the  N&W  stock,  although  the  railroad 
is  thriving,  is  way  down  in  value  be- 
cause of  the  sick  stock  market. 

Palmieri  has  made  some  progress 
with  the  encumbered  realty  properties 
that  are  heavily  tied  up  in  the  courts 
(Forbes,  Nov.  I).  He  has  proposed 
that  this  realty  be  spun  off  into  a  fresh- 
ly incorporated  entity  that  would  ulti- 
mately be  owned  directly  by  the  cred- 
itors—whereas the  railroad  would  be 
conveyed  to  Conrail,  the  government- 
sponsored  operating  company.  "This 
could  be  the  largest  real  estate  com- 
pany in  the  world,  with  several  bil- 
lions in  assets,"  enthuses  Palmieri.  He 
has  already  worked  out  a  deal  to  turn 
100  acres  of  former  railroad  yards  on 
the  west  side  of  Manhattan  into  a 
huge  residential  development— if  the 
bankruptcy  court  permits. 

Properly  managed,  Palmieri  argues, 
this  new  realty  company  could  be  a 
valuable  asset  for  the  creditors.  For 
them,  all  this  amounts  to  a  tiny  bit 
of  fight  at  the  end  of  a  long  and  bleak 
tunnel.  For  Victor  Palmieri  it  repre- 
sents the  opportunity  to  get  rich. 

Why?  In  1970  Kuhn  Loeb  &  Co. 
figured  Pennco's  assets  as  having  a 
market  value  of  $154  million.  Pal- 
mieri's  contract  provides  that  his  com- 
pany is  to  get  up  to  5%  of  any  increase 
in  market  value  over  a  five-year  pe- 
riod. Considering  the  potential  of  the 
assets— at  its  zenith  Great  Southwest 
stock  alone  was  worth  some  $940  mil- 
lion—this override  could  amount  to 
very  big  money.  Palmieri  could  ne- 
gotiate a  similar  deal  if  he's  success- 
ful in  pumping  value  into  the  idle 
Penn  Central  properties.  ■ 
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100% 

tax 
exemption 

Only  one  area 
in  the  United  States 
offers  it- 
Puerto  Rico. 


Federal  taxes  do  not  apply  to 
manufacturers  in  the  Common- 
wealth of  Puerto  Rico,  because 
the  island  is  not  subject  to  federal 
taxes.  U.S.  manufacturers  can  also 
receive  100%  exemption  from  all 
local  taxes — for  up  to  30  years.  No 
corporate  income  tax,  no  prop- 
erty taxes,  no  excise  or  munici- 
pal taxes  either. 

Eager  Workers 

Over  100,000  people  are  ready 
for  immediate  employment.  And 
at  an  average  industrial  wage  far 
closer  to  the  minimum  than  on  the 
U.S.  mainland.  Hardworking 
Puerto  Rican  workers  have  helped 
to  push  most  plants  to  over  90 
percent  efficiency  within  the  first 
year. 

Tax  exemption  plus  productive 
workers.  No  wonder  so  many 
U.S.  plants  are  making  better 
profits  in  Puerto  Rico  than  on 
the  mainland. 

For  more  facts  clip  coupon- 
arid  see  pages  119  and  123. 


Commonwealth  of  Puerto  Rico 

Economic  Development  Administration 

Dept.  FB-9 

1290  Avenue  of  the  Americas 

New  York,  N.Y.  10019 

Please  give  me  more  information  on 

Puerto  Rico's  advantages  as  a  plant 

site.  And  tell  me  more  about  the 

island's  remarkable  profit  story. 

The  products  I  might  be  interested 
in  manufacturing  in  Puerto  Rico  are: 


Name_ 
Title— 


Company. 

Address 

City 


State. 


.Zip_ 
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Run-thru  freights 


One  of  the  ways 
Santa  Fe  makes  its 
modern  western  railroad 
more  efficient  for  moving 
freight  to  and  from  the 
East,  South  and  Southeast 

Coast-to-Coast . . .  between  the  South,  Southeast  and  Cali- 
fornia . . .  also  between  major  cities  in  the  East  and  the  busy 
Midwest,  West  and  Southwest  territory,  freight  is  moving 
today  on  fast  Santa  Fe  schedules  coordinated  with  con- 
necting railroads. 

Trainloads  of  cars  and  trailers  move  without  switching 
delays  at  connecting  points. 

Communications,  power  and  crews  are  all  planned 
for  through  movement  which  speeds  delivery,  of  freight 
to  destination. 

Run-thru  service  saves  time.  More  important,  in  the 
use  of  energy,  moving  freight  by  rail  is  four  times  more 
efficient  than  truck,  and  over60  times  more  efficient  than  air. 


The  Atchison,  Topeka  and 


RAILWAY  COMPANY 

A  Santa  Fe  Industries  Company 


Santa  Fe 

■a  wj 


For  information  about  Santa  Fes  Run-Thru  service.call  any  one  of 

our  sales  offices  coast-to-coast,  Honolulu,  Mexico  and  Tokyo, 

or  write  Dept.  333,  80  East  Jackson  Blvd.,  Chicago,  III.  60604 

for  folders  featuring  this  new  service 


The  RUN-THRU  fleet  via  Santa  Fe 

The  Excelerator — Zippy  coast-to-coast  service  between 
New  York,  Pennsylvania,  Ohio,  and  California  points. 
Fifth  morning  delivery.  Erie  Lackawanna — Santa  Fe. 
Also  provides  direct  connections  for  Texas. 
Trancontinental  Highball — Coast-to-Coast  between  Rich- 
mond, Va.  and  Richmond,  California.  Also  direct  service 
for  Southern  California.  Seaboard  Coast  Line — Frisco- 
Santa  Fe  via  Avard,  Oklahoma. 

The  Whirlwind — Speedy  Missouri  Pacific — Texas  Pacific 
— Santa  Fe  service  between  the  South,  Southeast  and 
California  via  Sweetwater,  Texas. 

El  Venado — Direct  Rock  Island — Santa  Fe  service  from 
Memphis  and  Little  Rock  via  Amarillo  to  California. 

Dixie  Western  Connection — Illinois  Central  Gulf  brings 
Southeast  traffic  into  Argentine  Yard  (Kansas  City)  for 
fast  Santa  Fe  service  to  and  from  the  West  and  Southwest. 

Supercharger — Norfolk  and  Western  Run-Thru  service 
with  Santa  Fe  at  Argentine  Yard  (Kansas  City)  links 
Detroit  as  well  as  other  eastern  cities  with  California  and 
points  in  the  West  and  Southwest. 

Streator  Run-Thru — Direct  operation  between  Penn  Cen- 
tral and  Santa  Fe  providing  coast-to-coast  service,  also 
fast  connections  for  traffic  between  eastern  market  cen- 
ters, California,  Texas  and  points  in  the  Southwest. 

Lomax  Run-Thru — Direct  service  between  Mid-America 
points  on  the  TP&W  to  Argentine  Yard  (Kansas  City)  for 
fast  connections  to  Santa  Fe  points  in  the  West,  Southwest 
and  Midwest. 

B-Line — The  Bieber  Route  up  the  West  Coast  between 
Southern  California — Phoenix,  Seattle  and  Vancouver. 
Santa  Fe — Western  Pacific — Burlington  Northern. 


Teaching  An  Old  Dog 
New  Tricks 

Remember  U.S.  Smelting,  that  tired  old  dog?  Today  it's 
UV  Industries,  and  neither  tired  nor  doggy. 


Mabtin  Horwitz  is  literally  sitting 
on  a  gold  mine.  His  UV  Industries, 
Inc.  owns  a  dredge  operation  at 
Nome,  Alaska  that  contains  an  esti- 
mated 1.1  million  ounces  of  recover- 
able gold.  The  mine  has  been  closed 
since  1962,  because  it  cost  too  much 
to  get  the  gold  out-$85  to  $90  an 
ounce.  But  with  gold  now  seemingly 
safely  above  $150  an  ounce,  UV  In- 
dustries is  bringing  back  its  gold- 
dredging  facilities.  It  is  doing  so  in 
easy  stages,  so  as  not  to  be  caught 
with  a  big  investment  should  the 
price  of  gold  drop  sharply.  In  1975 
the  gold  will  start  flowing  to  market, 
20,000  ounces  to  begin 
with,  meaning  perhaps  a 
contribution  of  18  cents 
or  so  a  share  to  UV's 
earnings. 

What  Horwitz  really 
dreams  about  is  further 
surges  in  the  price  of 
gold.  "At  $200  and  $300 
an  ounce  for  gold,"  he 
says,  "we  could  forget 
about  the  rest  of  our 
company." 

But  even  at  $150  an 
ounce,  and  with  only 
20,000  ounces,  the  con- 
tribution will  come  in 
handy.  Last  year  and 
this  UV  has  been  riding 
the  crest  of  the  copper 
boom.  Its  earnings  more 
than  doubled  last  year  (to  $5.26  a 
share)  and  will  rise  again  sharply  this 
year.  Its  new  mill  in  Bayard,  N.'M. 
came  on  stream  just  in  time  in  1973. 
As  copper  prices  climbed,  so  did 
UV's  profits. 

But  now  copper  is  down  to  75 
cents  a  pound,  which,  of  course,  will 
affect  UV's  future  earnings.  The  cop- 
per price  is  a  major  reason  UV's  stock 
is  selling  at  barely  three  times  prob- 
able 1974  earnings.  However,  UV  has 
more  going  for  it  than  copper  and  the 
future  prospects  for  gold. 

UV  was  once  known  as  U.S.  Smelt- 
ing, Refining  &  Mining,  a  small  and 
tired  old  zinc  and  lead  miner  with 
potentially  valuable  mineral  land 
holdings.  In  1963  a  dry-cleaning 
magnate  named  Jack  Wilder  wanted 
to  move  on  to  better  things,  and  he 
enlisted  Martin  Horwitz  to  help  him 
take  over  USSR&M.  They  won  after  a 
messy  proxy  fight.    In    1971   Wilder 
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Horwitz  of 
UV  Industries 


departed,  leaving  Horwitz  in  charge. 

Horwitz,  54,  first  made  his  name 
with  litigation  against  big  firms  like 
Canadian  Javelin.  A  soft-spoken,  artic- 
ulate man,  he  has  gone  on  to  prove 
that  he  can  run  a  company  and  run 
it  well. 

UV's  first  acquisition,  in  1965,  was 
Mueller  Brass,  a  big  copper  and  brass 
fabricator.  UV  paid  $24  million  for  it, 
and  last  year  Mueller  earned  $9  mil- 
lion before  taxes  on  $187  million  in 
sales.  "Mueller,"  Horwitz  confesses, 
"will  always  be  cyclical  but  it  will 
always  be  a  good  cash  generator." 

With  the  cash  flow  from  Mueller 
pouring  into  the  treasury,  UV  in 
1972  bought  Federal  Pacific  Electric 
for  $80  million— $58  million  in  cash, 
the  rest  in  stock  and  convertible  de- 
bentures. Federal  Pacific  makes  elec- 
trical control  and  distribution  equip- 
ment for  the  utility  and  construction 
markets.  Last  year  it  earned  $19.5 
million  before  taxes— a  nice  return  on 
its  purchase  price.  The  next  step  was 
to  pour  $60  million  into  the  copper 
mine.  "That  copper,"  Horwitz  says, 
"is  part  of  our  heritage  of  natural  re- 
sources. We  got  the  money  to  develop 
it  from  Mueller  Brass  and  FPE." 

Golden  Coal 

With  copper  slowing  down,  Hor- 
*witz  is  turning  his  attention  to  coal. 
He  has  spent  $1  rnillion  developing  a 
low-sulphur  coal  property  in  Utah, 
which  will  expand  its  production  next 
year  by  58%,  to  900,000  tons-in  time, 
Horwitz  hopes,  to  cash  in  on  the  coal 
boom.  At  the  same  time,  UVs  Texas 
oil  and  gas  properties  have  increased 
their  production. 

As  a  result  of  all  this  expansion 
UV  has  a  heavy  debt  load:  $164  mil- 
lion, about  60%  of  total  capital.  For- 
tunately for  Horwitz,  however,  al- 
most half  of  this  is  in  low-interest  con- 
vertibles. And  the  company  is  loaded 
with  cash:  almost  $10  per  common 
share  at  the  beginning  of  the  year. 

So,  what  was  once  a  doggy  com- 
pany with  a  rather  messy  history  is 
today  a  well-balanced  natural  re- 
sources-and-manufacturing  outfit  with 
a  potential  kicker  in  gold.  Alas,  with 
the  sick  stock  market,  UV  stock  isn't 
much  higher  than  it  was  when  Wilder 
and  Horwitz  first  took  the  company 
over  more  than  a  decade  ago.  But 
then,  that's  the  luck  of  the  game.   ■ 
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100,000 

workers 

immediately 

available 

at  wages  below 

the  U.S.  average. 

Where? 

Puerto  Rico. 


Y'ou  can  find  all  the  eager,  able 
workers  you  need  in  Puerto 
Rico.  And  you'll  get  government 
assistance  in  recruitment  and 
training  programs. 

Over  100,000  workers  are 
immediately  available.  And  at  an 
average  industrial  wage  of  $2.30, 
closer  to  the  minimum  than  the 
average  of  $4.19  in  the  rest  of  the 
United  States. 

Outstanding  Profit  Record 

Profit-to-sales  ratios  of  plants  in 
Puerto  Rico  range  from  16.7%  for 
apparel  to  31.6%  for  electrical 
machinery. 

Efficient  labor,  reasonable 
wages,  100%  tax  exemption— 
both  federal  and  local— and  low 
factory  rents  are  among  the  rea- 
sons behind  this  remarkable  profit 
performance. 

For  more  facts  clip  coupon  — 
and  see  pages  119  and  121. 


Commonwealth  of  Puerto  Rico 

Economic  Development  Administration 

Dept.  FB-10 

1290  Avenue  of  the  Americas 

New  York,  N.Y.  10019 

Please  give  me  more  information  on 

Puerto  Rico's  advantages  as  a  plant 

site.  And  tell  me  more  about  the 

island's  remarkable  profit  story. 

The  products  I  might  be  interested 
in  manufacturing  in  Puerto  Rico  are: 


Name- 
Title^ 


Company. 

Address 

City 


State. 


_Zip_ 
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Pardon  Our  Profits! 


Don't  be  impressed  by  our  record  earnings,  says 
Reichhold  Chemicals.  Things  will  get  a  lot  worse 
before  they  get  this  good  again. 


"The  honeymoon  is  over,  I  think," 
says  Henry  H.  Reichhold,  73,  presi- 
dent and  founder  of  Reichhold  Chem- 
icals. "I'm  optimistic  by  nature,  but  I 
think  this  country  is  going  to  go  into 
an  economic  tailspin  next  year.  I  can 
see  a  25%  drop  in  sales  across  the 
board  for  American  industry." 

Down  25%!  That  didn't  happen 
even  in  1930.  What  is  Reichhold  talk- 
ing about?  Is  he  some  kind  of  maso- 
chist?  Why,  just  look  at  his  compa- 
ny's showing  this  year:  earnings  up 
243%  at  the  nine-month  mark;  sales 
up  77%  (they  could  reach  $500  mil- 
lion by  year's  end).  Reichhold  could 
earn  $5  this  year,  for  a  return  on 
equity  of  38%,  better  than  all  but  four 
out  of  851  U.S.  companies  have  av- 
eraged in  recent  years. 


Explains  Peter  J.  Fass,  Reichhold 
executive  vice  president  and  No.  Two 
man  to  Henry  Reichhold:  "We  rec- 
ognize that  1974  is  a  business  anom- 
aly. That's  why  we've  kept  a  very 
tight  rein  on  overhead.  If  we  had  let 
our  overhead  get  away  from  us  be- 
cause of  this  shortage  year,  we'd  be 
buried  in  1975." 

Shortage  is  the  key  word,  and  Fass 
and  Reichhold  go  on  to  explain  why 
they  don't  expect  1974  to  be  repeated 
in  1975.  Why,  in  fact,  they  expect 
the  situation  to  reverse  itself. 

Reichhold  Chemicals  is  king  of  the 
synthetic  resin  business.  Its  resins  go 
into  almost  everything:  into  paints, 
varnishes  and  other  coatings;  as  ad- 
hesive in  plywoods;  as  a  bond  for 
fiberglass  such  as  that  used  in  boat 


bodies;  as  a  key  ingredient  of  tires; 
as  insulation  for  electrical  products; 
and  as  polyester,  polyurethane  and 
other  plastics  for  the  automobile 
industry. 

Worldwide  commodity  shortages 
experienced  earlier  this  year  caused 
the  selling  prices  among  resin  pro- 
ducers (including  Monsanto,  Rohm 
&  Haas,  Celanese  and  Dow,  in  addi- 
«■  tion  to  Reichhold)  to  widen  from  the 
usual  1-cent  or  2-cents-a-pound  dif- 
ference to  an  unprecedented  8  cents 
to  10  cents  a  pound.  It  was  a  bonanza 
sellers'  market.  Today,  however,  the 
resin  price  spread  is  back  to  normal. 

Does  that  mean  that  shortages  in 
synthetic  resins  have  vanished? 

Not  yet,  says  Fass,  emphasizing 
the  yet.  "We  haven't  seen  any  de- 
cline in  demand  up  to  this  point.  But 
Europe  and  Japan  have,  and  they're 
perhaps  three  months  ahead  of  us. 
Now,  that  reduced  demand  overseas 
is  probably  being  magnified  by  rather 
substantial  inventory  liquidations.  Just 
the  dramatic  speed  with  which  over- 
seas demand  has  slackened— within  a 
matter  of  30  to  60  days— suggests  a 
double-whammy  effect  here  that  over- 
states the  true  demand  picture.  Com- 
panies expect  a  recession  and  hence 
lower  prices  and  no  more  shortages." 

Before  you  panic,  however,  hear 
Fass  out.  He  expects  the  crash  to  be 
loud  but  short.  After  that?  After  that, 
things  look  pretty  good. 

"You  see,"  says  Fass,  "in  the  late 
Sixties  and  up  to  1971,  capacity  addi- 
tions in  the  chemical  industry  virtual- 
ly stopped  because  of  the  terrible  re- 
turn on  investment  that  was  being 
earned  at  those  low  prices.  Mean- 
while, demand  grew  and  took  up  all 
that  excess  capacity. 

"Now  once  we  get  by  this  double- 


Henry  Reichhold's  mentor  was  old- 
er brother  Otto,  a  brilliant  pioneer 
in  the  synthetic  resin  business. 
Otto  Reichhold  was  killed  in  1937 
when  the  Hindenburg  zeppelin  burst 
into  flame  at  Lakehurst,  N.J. 


"I've  said  many  times  I  started  with 

one  dollar  and  I'm  going  to  finish  with 

one  dollar.  I've  given  half  my 

fortune  away."  Among  his  favorite 
charities:  the  Berlin  Academy  of  Arts. 


Reichhold  Chemicals  does  very  little 
overseas  business— about  5%  of  sales. 
But  it  has  licensing  arrangements  in 
39  countries.  "We  needed  the  capital 
at  home,"  says  Reichhold.  "Besides, 
every  25  or  50  years  you  lose 
your  overseas  investments  anyway." 


There  are  no  organization  charts  at 
Reichhold  Chemicals.  All  executives 
report  directly  to  Henry  Reichhold. 


124 


FORBES,    NOVEMBER    15,    1974 


The    Village    Choir-Thomas    Webster,    R.    A.      (1800-1886 


from   the    Forbes   Magazine   Collection 


Sing  out  the  good  news 
of  a  Forbes  gift  subscription. 


You  can  give  someone  in  business  a  valu- 
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Forbes. 
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Today's  headlines  on  prices,  shortages,  mon- 
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sent  in  your  name  to  each  recipient.  The  sub- 
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your  order  to  Mr.  Ted  York,  Forbes,  60  Fifth 
Avenue,  New  York,  N.Y  10011. 
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Each  additional  1 -year  gift — $10 
Each  3 -year  gift — $24 

Foreign  and  Pan-American  orders,  please  add  $9 
per  year. 


*  V  •     -  •  j£' 


S".. 


What  other  newsweekly 
makes  you  glad  you  got  up  this  morning? 


PMOIO  B»  MAHVIN  Nf  WMAN  TOR  SPORtS  III 


It  can  happen  to  you  on  a  golf 
course,  early  some  dewy  summer  morn- 
ing. Or  on  a  diamond-strewn  piece  of 
sailing  water.  Or  sitting  in  a  football 
stadium  on  one  of  those  winey,  perfect 
October  afternoons. 

It  can  come  to  you  on  a  trout  stream 
or  a  tennis  court  or  a  soft  ball  diamond. . . 
the  sudden  beautiful  knowledge  that 
this  is  exactly  where  you  want  to  be  and 
what  you  want  to  be  doing. 


Naturally,  The  Third  Newsweekly 
has  more  of  these  good  feelings  than 
other  magazines.  It's  the  only  one  that 
concentrates  its  attention  on  sports. 

If  you're  like  most  people,  the  world 
of  sports  is  where  you  turn  first  when 
you  want  to  feel  glad. . .  and  recharge 
your  batteries  and  refresh  your  soul. 
And  the  more  responsibility  you  carry, 
the  more  you  need  sports. 

All  of  which  helps  explain  why 


Sports  Illustrated  reaches  executw 
professional  men  at  a  remarkably 
efficient  rate. 

Do  you  sell  goods  or  services  c , 
ideas  to  these  high-level  men?  Put  1 1 
SI  environment  to  work  in  your  ne: 
campaign. 

You'll  be  very  glad  you  did. 

Sports  Illustrate) 

The  Third  Newsweekly. 


"Of  course,  I  plan  to  retire.  I'm 

73!  When  things  are  good,  I  like  to 

retire.  I  don't  say  this  year,  but  soon." 


^^ 


"My  father  started  the  business  in 
Vienna  in  1872.  The  plant  was 
twice  destroyed  during  the  two  world 
wars.  I  came  to  the  U.S.  in  1924 
because  my  father  said,  'If  you  stay 
here  you'll  lose  your  fortune  every 
25  years.'  I'd  do  it  again,  I  think." 


Does  Henry  Reichhold  have  a  home 
in  Europe?  "No,  just  places  to 
stay  and  drop  my  baggage."  How 
is  that  different  from  a  home?  "Not 
different."  How  many  such  places? 
"Oh,  just  a  few  of  them— half  a 
dozen  or  so."  One,  the  mountain- 
top  Burg  Feistritz  castle  outside  of 
Vienna,  dates  back  to  around  1150. 


whammy  effect  of  inventory  liquida- 
tions and  momentary  demand  soft- 
ening, I  think  the  chemical  industry 
as  a  whole  will  be  running  its  plants 
at  relatively  high  rates  for  the  next 
several  years.  With  construction  lead 
times  that  have  gone  from  18  months 
to  maybe  30  months,  if  you're  lucky, 
you're  looking  down  the  road  perhaps 
another  three  years  before  you  can 
hope  to  get  any  meaningful  capacity 
additions." 

Of  course,  if  we  have  the  kind  of 
serious  recession  Henry  Reichhold 
predicts,  those  construction  lead  times 
should  shrink  considerably.  .  .  . 

"Yes,  they  may  shorten  somewhat," 
Fass  concedes,  glancing  nervously 
across  the  table  as  Henry  Reichhold 
lights  another  cigar.  "On  the  other 
hand,  consider  the  number  of  chemi- 
cal projects  that  are  now  being 
scrubbed  because  of  soaring  costs.  If 
this  recession  in  1975  is  bad  enough, 
you  may  see  intense  competitive  pres- 
sures building  again,  but  the  moment 
you  come  out  of  any  severe  recession- 
ary phase,  you're  going  to  run  back 
into  shortages  again,  because  it  will 
simply  take  that  long  to  get  capacity 
additions  on." 

Then  how  will  Reichhold  invest  its 
record  1974  earnings,  with  that  type 
of  uncertain  future  in  its  crystal  ball? 

Well,  to  begin  with,  much  of  those 
record  profits  are  inventory  profits 
that  are  likely  to  vanish  into  thin  air. 
Reichhold  keeps  its  inventories  on 
standard  cost  accounting,  which  tends 
to  inflate  profits  about  as  rapidly  as 
first-in-first-out  during  periods  of 
rapidly  rising  raw  materials  prices. 
Recently,     for     example,     competing 

■nsanto  disclosed  that  its  1974  nine- 

I  month    earnings    would    have    been 


chopped  by  17%  had  they  switched  to 
last-in-first-out,  as  so  many  other  com- 
panies are  finding  it  expedient  to  do 
these  days. 

"We're  discussing  this  thing  almost 
every  week  now,"  says  Reichhold, 
with  a  genuinely  puzzled  look  on  his 
face.  "Should  we  move  to  a  new  type 
of  inventory  valuation  or  shouldn't 
we?  How  soon  should  we  move?  Do 
we  have  to  move?  Yesterday,  you 
might  say,  we  could  have  moved  and 
probably  should  have  moved.  But  I'm 
always  conservative  about  it." 

Capital  Plan 

Whatever  the  decision  on  inven- 
tory accounting,  Reichhold's  cash  flow 
will  be  sharply  higher  this  year— may- 
be $40  million  or  $45  million,  vs. 
$22.3  million  last  year.  A  substantial 
part  of  that  will  almost  certainly  be 
diverted  into  acquisitions— for  cash. 
Reichhold  recently  moved  to  broaden 
its  market  for  synthetic  resins  in  pa- 
per, textiles  and  rubber.  It  also  has 
moved  backward  to  ensure  raw  ma- 
terials supplies  with  the  1972  acquisi- 
tion of  a  Shell  Chemical  urea  facility 
and  last  year's  acquisition  of  the  New- 
port division  of  Tenneco  Chemicals, 
a  producer  of  nonpetroleum-based 
resin  raw  materials. 

"These  two  acquisitions  alone 
added  $100  million  to  our  sales  this 
year  and  perhaps  $1.50  to  our  earn- 
ings per  share,"  says  Reichhold.  In 
fact,  he  goes  on,  over  50%  of  Reich- 
hold's  growth  since  1960  has  come 
from  acquisitions. 

Pollution  control,  too,  is  going  to 
soak  up  cash.  It  is  a  technically  diffi- 
cult and  costly  business  to  clean  up 
the  effluents  from  plants  like  Reich- 
hold's.    And   as    a   matter   of   policy, 
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Reichhold  has  specialized  in  many 
small  plants  located  as  close  as  pos- 
sible to  its  customers. 

"I've  been  criticized  for  having  too 
many  small  plants,"  says  Reichhold, 
"but  I  tell  you  I  would  do  it  all  over 
again  today:  many  small  plants  to 
give  service." 

While  Reichhold  might  reduce  its 
costs  of  manufacture  from  5%  to  10% 
by  building  larger  plants,  he  explains, 
it  would  also  raise  its  transportation 
costs  from  3%  of  the  price  to  10%  of 
the  price.  That's  because  some  of  the 
company's  synthetic  resins  are  heat 
sensitive  and  spoil  easily  with  changes 
in  temperature. 

But  now  the  sheer  cost  of  manda- 
tory pollution-control  equipment  may 
stand  the  economics  of  that  50-year- 
old  policy  on  its  head.  It  is  a  thought 
that  plainly  worries  Henry  Reichhold. 
Application  knowhow  is  the  great  ex- 
pertise of  Reichhold  Chemicals,  work- 
ing right  next  door  to  customers  to 
develop  new  uses  for  synthetic  resins 
—not  miles  away  in  big  plants. 

Henry  Reichhold  shakes  his  head 
grimly.  "I  don't  know  what's  going  to 
happen  tomorrow,"  he  sighs.  "We're 
a  bit  sensitive  about  talking  about 
what  could  happen  ...  to  all  of  us." 

You  come  away  feeling  a  bit  puz- 
zled after  talking  with  Henry  Reich- 
hold and  Peter  Fass.  Here  they  are 
telling  horror  stories  about  next  year, 
being  fairly  optimistic  about  the  long- 
er future,  and  yet  admitting  that  they 
are  somewhat  confused  by  the  cross- 
currents as  to  what  really  lies  ahead. 

But  is  Henry  Reichhold  really  more 
confused  than  other  corporate  bosses 
about  the  future?  Or  is  he  simply 
more  willing  to  say  what  he  really 
thinks?  ■ 
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I  like  to  think  of  The  Budd  Company 
company  with  a  superior  product  mi 

along  those  lines  all  the  tin* 
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I  vast,  fast-growing  international 
md  we're  growing  more  and  more 
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Jose  L.  de  Pedroso,  Group  Vice  President, 
International,  The  Budd  Company. 

You'll  find  The  Budd  Company  all  over 
the  world.  On  five  continents  and  in  eighteen 
countries.  Our  worldwide  licensees  and  asso- 
ciates now  total  32.  In  France.  Japan.  Ger- 
many. Almost  everywhere. 

We're  heavily  committed  to  the  transpor- 
tation industry.  To  industrial  markets,  par- 
ticularly plastics,  and  to  railway  passenger 
car  development. 

In  the  U.S.,  we  have  been  responsible  for 
many  of  the  innovations  in  railway  passenger 
cars.  And  our  experience  and  capabilities  are 
used  by  rail  car  manufacturers  in  Asia,  Europe 
and  Latin  America.  Currently,  our  French 
affiliate,  Carel  Fouche  Languepin  is  working 
on  a  new  180  mph  train  between  Paris  and 
Lyons.  And,  together  with  our  South  America 
licensees,  we  are  manufacturing  288  new  stain- 
less steel  cars  for  Sao  Paulo's  subway  and 
suburban  lines. 

Since  we  first  started  in  business,  more  than 
8,000  rail  passenger  cars  have  been  built 
worldwide  with  our  help  through  our  affiliated 
companies.  And  this  year  alone,  our  U.S. 
backlog  of  orders  is  the  highest  it's  ever  been 
— over  $100  million.  We  must  be  doing  some- 
thing right. 

As  one  of  the  major  innovators  in  Sheet 
Molding  Compounds  and  Bulk  Molding 
Compounds,  we  supply  the  world's  automo- 
tive manufacturers  with  both  steel  and  plastic 
bodies  and  components.  Also,  we  make  plas- 
tics for  appliances,  electric  typewriters,  boats, 
lawn  mowers,  and  office  machinery.  In  addi- 
tion, Budd  companies  in  the  European  Com- 
mon Market  are  major  suppliers  of  engineered 
plastic  laminates  for  both  consumer  and  in- 
dustrial communication  equipment.  For  tele- 
phones. For  television  sets.  And  for  stereo 
players,  for  example. 


The  Budd  Company,  through  its  affiliate, 
Gindy  Mfg.  Corporation,  is  also  one  of  the 
world's  leaders  in  the  manufacture  of  over- 
the-highway-trailers  of  all  types.  Presently,  we 
are  exporting  reefers  to  Turkey,  Iran,  Bots- 
wanaland,  Israel  and  Ireland. 

As  you  know,  The  Budd  Company's  ex- 
pertise in  the  automotive  industry  is  extensive. 
In  addition  to  supplying  automobile  and 
truck  manufacturers  with  both  plastic  and 
steel  bodies  and  components,  we  are  deeply 
involved  in  analysis  and  selection  of  materials, 
engineering,  and  production  design. 

Budd  capabilities  also  include  tools  and 
dies  for  making  automotive  and  truck  stamp- 
ings and  prototypes.  Budd  also  makes  pas- 
senger car  disc  brake  hubs  and  rotors,  as  well 
as  truck  wheels,  hubs  and  brake  drums. 
Through  a  network  of  distributors,  we  export 
to  some  55  countries.  You'd  be  interested  to 
know,  too,  that  Borlem  S.A.  Empreendimen- 
tos  Industrials,  South  America's  largest  pro- 
ducer of  truck  wheels  is  now  one  of  our 
partners.  The  world  truck  market  is  on  a  con- 
tinuing rise  as  it  is  in  the  United  States. 

We  are  pleased  with  our  broad  and  in- 
creasing international  activities,  because  they 
contribute  to  our  earnings  and  make  them 
less  cyclical.  Our  ever-widening  product  mix 
here  and  abroad  helps  achieve  the  same  goals. 

We  will  continue  to  aggressively  pursue 
these  two  fronts  in  the  months  and  years 
ahead. 


THE 


W^MWmwmWM  company 
2155  West  Big  Beaver  Road 
Troy,  Michigan  48084 


EGBAR  On  Its  Face? 

Why  can't  Itek  make  money?  Too  much  of  "Everything's 
Going  to  Be  All  Right/'  say  its  critics. 


Remember  all  those  hot  little  com- 
panies that  sprouted  along  Boston's 
Route  J  28  during  the  Forties  and 
Fifties?  The  eager  young  Harvard  and 
M.I.T.  men  who  were  going  to  set  the 
business  world  on  its  ear  with  their 
advanced  technology?  Well,  most  of 
them  generated  more  stock  market 
excitement  than  profits,  and  with  the 
passage  of  years,  their  ranks  have 
thinned.  "For  Lease"  signs  now  grow 
where  high  price/ earnings  ratios  once 
sprouted. 

Lexington,  Mass. -based  Itek  Corp. 
went  further  than  most  128-ers.  It  had 
the  backing  of  the  Rockefellers,  who 
at  one  point  owned  34.2%  of  its  shares 
(but  now  own  only  4%).  It  had  a 
technology  base  in  reconnaissance 
cameras  that  certain  government 
agencies  have  found  very  useful. 
When  prudence  dictated  diversifying 
into  commercial  lines  like  graphics 
products  and  eyeglasses,  it  had  a  nice, 
fat  price/ earnings  ratio  to  acquire  ex- 
isting companies  at  a  bargain  price.  It 
also    had    a    shiny    Central    Research 


Laboratory  that  drew  oohs  and  aahs 
at  slide-show  presentations  to  ana- 
lysts and  stockholders. 

So,  what  has  it  all  added  up  to? 
Respectable  sales,  certainly— $205  mil« 
lion  last  year,  split  about  evenly  be- 
tween military  equipment,  graphics 
products  and  vision  optics  (as  Itek 
calls  its  eyeglass  business).  And  if  its 
profits  never  amounted  to  much— 
they  peaked  at  an  uninspiring  $5.2 
million  in  1967— its  army  of  Wall 
Street  admirers  always  felt  that  Itek's 
highly  touted  Central  Research  Lab 
would  any  day  come  up  with  a  string 
of  spectacular  new  products. 

Unhappily,  it  never  has.  And  this 
year  that  failure— more  than  the  end 
of  the  Vietnam  war  and  the  ravages 
of  stagflation— has  finally  caught  up 
with  Itek.  Its  profits,  merely  meager 
before,  have  disappeared  altogether. 
Itek  plunged  into  the  red  by  nearly 
$1  million,  or  30  cents  a  share,  during 
the  first  nine  months  of  the  year.  Its 
shares,  which  once  traded  as  high  as 
172,  have  now  dropped  to  around  7. 


Frank  Lindsay's  eyes  light  up  when  he  talks  about  this  sophisticated 
Itek  camera  for  NASA's  Mars  Voyager  program.  But  the  company's 
technical  savvy  has  not  yet  taught  it  how  to  turn  brains  into  gold. 


Itek's  fans  on  Wall  Street,  who  nodded 
so  agreeably  in  the  past  at  meetings 
where  President  Franklin  A.  Lind- 
say outlined  Itek's  rosy  future,  now 
inform  callers  that  they  are  no  longer 
following  the  company. 

There's  not  much  rosy  growth  in 
Itek's  electronic  countermeasure  and 
reconnaissance-gear  market.  What 
business  the  company  does  have  re- 
turns the  small  margins  typical  of  low- 
unit-volume  government  business. 

In  the  graphics  division,  profits  be- 
gan dropping  late  in  1973,  with  spots 
of  red  ink  showing  up  in  the  fast- 
growing  overseas  market.  Itek  has  had 
a  hard  scramble  in  graphics.  Its 
mainstay  product  of  the  1960s,  the 
silver-based  Platemaster  system,  was 
hurt  badly  when  Addressograph-Mul- 
tigraph  came  up  with  a  zinc-oxide- 
based  electrostatic  system  in  1968. 
It  was  not  until  1972  that  Itek  was 
able  to  come  up  with  an  electrostatic 
system  of  its  own.  Significantly,  little 
of  the  development  work  on  the  elec- 
trostatic system  was  done  in  Itek's 
Central  Research  Lab.  Most  of  the 
work  was  done  by  graphics  division 
engineers  in  Rochester  and  by  Mead 
Paper  Co.,  which  supplies  the  paper 
for  the  system.  Right  now,  the  prof- 
it prospects  are  hardly  rosy  for  the 
graphics  division  either. 

In  eyeglasses,  Itek  does  not  have 
the  market  share  to  compete  easily 
against  the  likes  of  Warner-Lambert's 
American  Optical  division.  Quality- 
control  problems  and  a  strike  this  year 
have  shattered  Itek's  eyeglass  profits. 

Foundation 

But  Itek's  biggest  failure  has  been 
its    vaunted    research    operation.    A 
steady   flow  of  successful  new  prod- 
ucts   would    have   blunted   and    per- 
haps  even    eliminated   many   of   this 
year's    operating    problems.     Overall, 
the  company  spends  about  $9  million 
a  year  on  research  and  development. 
But   former  employees    (they've  been 
bailing  out  in  large  numbers  over  the 
past   year)   cannot  recall  any  signifi- 
cant products  emerging  from  the  Ceo 
tral  Research  Lab  in  at  least  five  years. 
The  brightest  hope,  its  Silvertek  off- 
set   plate,    has    been    plagued    with 
manufacturing    problems    in    tao\ 
from   the   laboratory   t<>   the    produc- 
tion line.  Lindsay  claims  the  problems 
have  been   pretty  much   licked   now, 
but    others   ha\e    then    doubts     S.i\ 
recently  departed  executive    "They've 
spent  more  on  that  plate  than  the  to 
tal  market  for  it,  excluding  whal    K" 
dak  and  Minnesota  Mining  will  | 

What  does  Frank  Lindia)  sa)  bo 
all  tin's?  "The  hardest  thing  In  the 
world  is  to  move  technology  from  the 
lab  Into  successful  products,"  he  con 

cedes.    "We    haven't    dune    as    well 
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/e  should  have."  One  former  Itek  of- 
cer— obviously  disgruntled,  but  know- 
ng  whereof  he  speaks— describes  Itek's 
esearch  failure  this  way:  "They  didn't 
ave  any  new  products  because  there's 
o  mechanism  for  integrating  central 
esearch  with  the  divisions." 

New  products  would  have  helped 
tek  build  the  necessary  market  share 
3  compete  more  successfully  in  eye- 
lasses  and  optics.  In  graphics,  new 
roducts  are  essential  to  dull  the 
ompetition  of  top  R&D  companies 
ke  Kodak,  3M  and  Xerox.  Xerox  is 
etting  very  close  to  Itek's  market  for 
^production  equipment  with  its  9200 
opier-duplicator,  and  promises  to  cut 
lcreasingly  into  Itek's  share  as  time 
oes  on— all  the  more  so  if  Itek  con- 
inues  to  lag  in  new  products. 

Lindsay  himself  has  an  engineering 
egree  but  is  not  really  a  technical 
lan.  Though  he  seems  to  be  fasci- 
ated  by  R&D,  and  sprinkles  his  con- 
ersation  with  references  to  technolo- 
y,  his  background  is  in  general  man- 
gement.  Rut  his  record  here,  too,  is 
ither  weak:  Manufacturing  problems 

e  currently  plaguing  the  eyeglass 
peration,  yet  when  he  named  a  new 
lan  recendy  to  head  that  division, 
andsay  picked  a  marketing  man. 

When  asked  what  he  plans  to  do  to 
ft  Itek  out  of  its  nose  dive,  Lindsay 

plies:  "We  want  to  build  a  critical 
>ass  to  get  the  profit  leverage  by 
road  geographical  distribution  of  a 
5mplete    product    line    into    related 

arkets."  Whatever  that  means. 

iendship 

How  to  account  for  Lindsay's  long 
nure  in  the  face  of  Itek's  constant 
isappointments?  One  explanation  is 
lat  a  majority  of  the  board  are  Itek 
anagers,  consultants  and  academics, 
he  Rockefellers,  once  firmly  in  con-! 
ol,  gave  away  the  bulk  of  their  stock 
i  years  gone  by;  most  of  the  rest  of 
le  stock  is  in  the  hands  of  small  in- 
3Stors.  In  short,  there  seems  to  be 

one  around  to  monitor  Lindsay's 
lanagement. 

Amid  declining  profits  and  increas- 
g  executive  turnover,  the  company 

sinking  into  a  .financial  hole.  Lindsay 
anaged  to  get  a  $15-million  loan 
te  last  year,  just  before  the  profits 
egan  nose-diving,  from  a  group  of 
isuranoe  companies.  That  helped  to 
de  the  company  over  a  cash-flow 
ind  for  a  while.  Rut  with  profits  non- 
ristent,    that   bind   remains    and   is 

~>wing  steadily  .worse. 

"With  Frank  Lindsay,"  says  a  form- 

Itek  executive,  "it's  a  chronic  case 

EGBAR-Everything's  Going  to  Be 
1  Right."  Only  Everything  Isn't  All 

ght.  The  curse  of  Route  128-big 
omise  and  small  delivery— seems  to 

pulling  Itek  down.  ■ 


erts 


It  takes  a  cod  head 

and  a  warm  heart  to  be 

a  Delta  professional. 


You  don't  pilot  a  Delta  jet  unless 
you're  disciplined,  unflappable, 
in  total  control.  But  you  have  to  be 
something  more  than  chauffeur 
for  an  $18  million  piece  of  sophis- 
ticated machinery. 

Your  job  is  taking  a  kid  to  visit 
his  grandma.  Moving  a  family  to  a 


new  home  in  a  strange  city-  Getting 
a  businessman  to  his  important 
appointment. 

A  lot  of  people  depend  on  you. 
And  when  it  comes  to  people,  a 
Delta  professional  couldn't  care 
more.  A-DEi_n~/\ 

The  airline  run  by  profession als. 


Delta  is  ready  when  you  are. 
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Faces  Behind  the  Figures 


The  Other  Winner 

There  were  two  surprise  winners  in 
last  month's  championship  boxing 
match.  One,  of  course,  was  Mu- 
hammad Ali.  The  other  was  a 
New  York  promoter  named  Henry 
Schwartz,  48.  Like  Ali,  Schwartz 
snatched  victory  from  defeat. 

In  spite  of  Schwartz'  grandiose  pre- 
dictions of  a  $30-million  to  $40-mil- 
lion  gate,  the  fight  took  in  only  about 
$7  million.  Everything  about  the 
gross  was  disappointing,  from  the  $2- 
million  take  from  worldwide  TV  rights 
to  the  skimpy  audiences  in  350  U.S. 
movie  houses  and  arenas  where  the 
fight  was  shown  on  closed-circuit  TV. 

The  show  cost  $12  million  to  stage. 
If  you  take  in  $7  million,  but  you 
spend  $12  million,  you  lose  $5  mil- 
lion. Right?  Well,  not  exactly  right. 
Chief  promoter  Schwartz  didn't  lose 
a  dime;  in  fact,  his  company  may 
have   cleared  as  much  as   $400,000. 

Good  promoters  like  to  play  with 
other  people's  money,  and  Schwartz 
is  obviously  a  good  promoter.  He  got 


his  partners  to  put  up  the  cash.  They 
included  a  British  movie  distrib- 
utor and  the  Zaire  government. 
Schwartz,  as  chief  promoter,  got  a 
free  ride.  On  top  of  that,  his  compa- 
ny, Video  Techniques,  set  up  the 
closed-circuit  broadcast,  for  which  it 
received  an  up-front  fee— which  re- 
portedly included  the  $400,000  profit. 

You  can  look  at  it  this  way,  of 
course:  If  the  fight  had  done  better, 
Schwartz  might  have  made  more. 
But  then  $400,000  is  not  to  be 
sneezed  at. 

The  biggest  actual  loser,  of  course, 
is  Zaire.  The  government  of  President 
Mobutu  Sese  Seko  put  up  $10  mil- 
lion of  the  front  money  and  absorbed 
most  of  the  losses. 

"You  can't  buy  this  kind  of  pub- 
licity," cries  Schwartz,  waving  a  mag- 
azine cover  story  on  Zaire  over  his 
head.  And  he's  right.  The  fight  put 
President  Mobutu  and  his  nation  on 
the  front  pages  of  the  world.  Courtesy 
of  his  taxpayers. 

The  per-capita  annual  income  in 
Zaire  is  $100.  ■ 


Promoter  Schwartz 


Corrigan  of  Fairchild  Camera 


Transfer  Of  Power 

"Hogan  is  the  perfect  man  for  the 
outside  interface  work  that  has  to  be 
done,  while  I  run  the  company." 
That's  how  Wilfred  J.  Corrigan,  36, 
since  last  summer  president  and  chief 
executive  of  California-based  Fair- 
child  Camera  &  Instrument  Corp., 
describes  the  division  of  labor  be- 
tween him  and  predecessor  Lester 
Hogan,  54,  who  brought  Corrigan 
and  half  a  dozen  other  Motorola  ex- 
ecutives to  take  charge  at  Fairchild 
in  1968  in  one  of  the  more  flamboy- 
ant management  switches  in  recent 
U.S.  business  history. 

Industry  talk  has  it  that  a  nudge 
was  also  involved  in  Hogan's  stepping 
down  to  vice  chairman:  Corrigan  had 
reportedly  been  offered  the  top  job 
in  another  company.  Hogan  himself 
puts  it  more  graciously:  "Wilf  had  all 
the  responsibilities  of  the  job  without 
the  authority,"  he  says.  "It  became 
evident  that  the  thing  would  work 
better  if  we  made  the  switch  at  the 
time  we  did." 

The  personal  styles  of  the  two  men 
are  poles  apart.  Corrigan  is  a  ruddy- 
faced  Britisher  who  graduated  from 
London's  Imperial  College  of  Science, 
and  still  retains  a  trace  of  his  native 
Liverpool  in  his  speech.  He  is  every 
ounce  the  tough-minded,  no-frills  op- 
erating man.  By  contrast,  Hogan,  the 


round-faced  former  Harvard  physics 
professor  with  eloquendy  bushy  eye- 
brows, was  the  grandfatherly,  oracu- 
lar leader. 

If  a  nudge  was  involved  in  Hogan's 
stepping  down,  it  came  at  a  strange 
time.  Fairchild  earned  a  record  $5.12 
a  share  in  1973.  But  its  earnings  have 
always  tended  to  turn  up  or  down 
with  the  semiconductor  industry,  and 
now  the  industry's  turn  is  definitely 
down.  "A  secondary  supplier  bene- 
fits most  from  a  sellers'  market,  which 
1973  was,"  says  analyst  Kent  Logan  of 
H.C.  Wainwright.  "But  in  a  buyers' 
market,  people  go  back  to  their  pri- 
mary supplier.  Can  Fairchild  hold  its 
market  share  when  Texas  Instru- 
ments is  no  longer  quoting  nine 
months  for  delivery?" 

Corrigan's  job  is  made  tougher  by 
Fairchild's  urgent  need  to  develop  a 
strong  position  in  MOS  (metal-oxide- 
silicon)  circuitry,  the  fastest-growing 
part  of  the  market.  So  far,  Fairchild 
has  not  been  able  to  accomplish  it, 
and,  admits  Corrigan,  "It's  a  major 
deficiency  for  us." 

However  you  slice  it,  Corrigan  has 
his  work  cut  out  for  him.  Meanwhile, 
looking  over  his  shoulder  will  be  his 
mentor,  Hogan,  and  Chairman  Wal- 
ter Burke.  Burke  is  also  head  of  the 
Sherman  Fairchild  Foundation  and 
votes  the  controlling  13%  block  of 
stock.  ■ 
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You  see 

all  the  sites  in  Georgia  when 

you  fly  with  C&S. 


Come  fly  with  us.  C&S  is  the  bank  with  the  know-how 
and  capabilities  to  help  you  select  a  site  conveniently. 
And  the  facts^and  figures  to  help  you  do  it  intelligently. 

And  one  thing  more  is  for  sure.  C&S  is  the  only  bank 
in  Georgia  with  complete  objectivity:  objectivity  that 
comes  from  being  located  in  more  cities  throughout  the 
state.  It  means  that  our  industrial  development  experts 
are  uniquely  unbiased.  We  play  no  favorites.  We  can 
afford  to  tell  it  like  it  is. 

And  Georgia  is  a  great  place— for  business  and  for 
pleasure.  Because  Georgia  offers  a  unique  combination 


CgS 


of  advantages  in  terms  of  taxes,  labor  force,  power,  land, 
transportation,  climate— and  particularly,  financing  op- 
portunities. Which  is  where  C&S  happens  to  shine. 

Get  the  unbiased  industrial  development  advice  you 
need— in  depth  and  in  confidence— right  from  the  start. 
Write  Harold  W.  Diffenderfer,  head  of  Industrial  Develop- 
ment Department,  C&S  National  Bank,  99  Annex,  Atlanta, 
Georgia  30399— or  call  him  at  (404)  581-3378— for 
answers  to  all  your  questions,  and  the  free  booklets, 
Industrial  Survey  of  Georgia  and  C&S  Industrial  Develop- 
ment Services. 


The  Citizens  and  Southern  Banks  in  Georgia 


MEMBER  FDIC 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


f 


4,000,000  Shares 

< 

Texas  Utilities  Company 


Common  Stock 

(Without  Par  Value) 


Price  $19V2  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

tvith  the  securities  laivs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


HALSEY,  STUART  &  CO.  INC. 

Affiliate  of  Bache  &  Co.  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC. 

DEAN  WITTER  &  CO. 

Incorporated 

BLYTH  EASTMAN  DILLON  &  CO.  THE  FIRST  BOSTON  CORPORATION 

Incorporated 

DILLON,  READ  &  CO.  INC.  DREXEL  BVRNHAM  &  CO.  GOLDMAN,  SACHS  &  CO. 

Incorporated 

HORNBLOWER  &  WEEKS-HEM PHILL,  NOYES  KIDDER,  PEABODY  &  CO. 

Incorporated  Incorporated 

KUHN,  LOEB  &  CO.  LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS 

Incorporated 

LOEB,  RHOADES  &  CO.  MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS     RE  YNOLDS  SECURITIES  INC.     SALOMON  BROTHERS 

Incorporated 

SMITH,  BARNEY  &  CO.  WERTHEIM  &  CO.,  INC.  WHITE,  WELD  &  CO. 

Incorporated  Incorporated 

RA  USCHER  PIERCE  SECURITIES  CORPORATION  SHE  ARSON  HA  YDEN  STONE  INC. 

October  30, 197  U- 


Faces  Behind  the  Figures 


Mythical  Gap? 

Fifteen  years  ago  the  missile  gap 
was  a  major  national  concern.  Today, 
it's  the  capital  gap.  Our  money  mar- 
kets, so  the  argument  runs,  are  now 
unable  to  generate  the  funds  needed 
for  economic  expansion.  A  recent 
New  York  Stock  Exchange  study  puts 
the  gap  at  $65  billion  or  more  each 
year  over  the  next  decade. 

The  missile  gap,  you  may  remem- 
ber, disappeared  after  the  1960  elec- 
tions. Is  a  similar  fate  in  store  for 
the  capital  gap?  Walter  Wriston, 
chairman  of  New  York's  Citicorp, 
thinks  so.  That's  what  he  told  execu- 
tives last  month  at  the  prestigious 
Business  Council  in  Hot  Springs,  Va. 
The  capital  shortage,  he  says,  is  noth- 
ing new.  It  always  appears  when 
managers  ask  their  boards  for  more 
money  than  the  boards  have  to  give. 

"The  beauty  of  our  system  is  that 
capital  will  naturally  flow  to  those 
areas  where  it's  best  utilized,"  says 
Wriston.  "This  so-called  capital  gap 
is  really  just  one  more  swimming  pool 
or  one  more  tennis  court." 

Wriston  contends  that  projecting 
"needs"  is  no  way  to  measure  capital 


demand.  In  1948,  for  example,  total 
government  and  private  borrowing 
was  just  $14  billion  a  year.  The  post- 
war highway  boom  had  just  begun, 
and  no  one  dreamed  toll  roads  would 
need  $3.5  billion  within  eight  years. 
But  by  the  time  that  much  had  been 
financed,  the  system's  lending  base 
had  doubled.  Similarly,  in  the  mid- 
Fifties  airlines  and  computers  didn't 
even  show  up  in  lists  of  capital  needs. 
Yet  those  two  industries  raised  nearly 
$10  billion  during  the  next  decade. 

But  what  about  the  oil  payments 
crisis:  Do  we  need  some  new  super- 
agency  to  help  recycle  petrodollars? 
Not  so,  says  Wriston:  "When  Exxon 
pays  the  king,  what  happens  is  that 
we  take  the  money  out  of  Exxon's 
account  and  put  it  in  the  king's  ac- 
count. The  base  of  the  American 
banking  system  hasn't  changed." 

Clearly,  Wriston  speaks  with  one 
eye  on  those  who  argue  for  controls 
on  capital  to  assure  that  essential 
needs  are  met.  Such  suggestions  are 
being  heard  more  and  more  these 
days,  and  the  prospect  frightens  bank- 
ers. They  can't  believe  that  a  bu- 
reaucracy could  ration  money  better 
than  the  marketplace  can.  Not  every- 


Wriston  of  Citicorp 


one  would  agree  with  the  bankers, 
but  Wriston  does  make  a  telling 
point:  "Housing— the  area  where  we 
now  have  the  most  federal  interven- 
tion—is a  total  disaster."  Let  homebuy- 
ers  pay  the  going  price  for  money, 
Wriston  would  argue,  and  the  indus- 
try would  be  better  off— expensive 
housing  being  better  than  none.  ■ 


Bullish  On  Bullion 

"I'd  like  you  not  to  ask  that  ques- 
tion," responded  M.  Wilbur  Town- 
send  when  we  asked  him  whether 
he  was  planning  to  put  any  of  his 
own  money  into  the  gold  bars  his 
company  will  be  producing  for  sale  to 
the  American  public  after  Dec.   31. 

As  president  of  Handy  &  Harman, 
a  leading  refiner  and  fabricator  of  pre- 
cious metals,  Townsend  is  an  old  hand 
at  ducking  questions  about  the  price 
of  gold.  H&H's  mission  is  not  to  own 
gold  but  to  put  it  in  usable  form.  At 
its  Fairfield,  Conn,  refinery  and  else- 
where it  handles  about  one-fourth  of 
all  the  silver  and  one-sixth  of  all  the 
gold  used  by  U.S.  industry. 

Naturally,  Handy  &  Harman  hopes 
to  get  its  share  of  the  market  in  pub- 
lic ownership  of  gold  bars  when  that 
is  slated  to  become  legal  here  Dec. 
31  for  the  first  time  in  40  years.  Han- 
dy &  Harman  has  teamed  up  with 
Merrill  Lynch,  Pierce,  Fenner  &  Smith, 
who  will  market  Handy  &  Harman- 
processed  liars  (Britain's  Samuel 
Montagu  &  Co.  will  supply  the  gold). 

"No  one  knows  for  sure  how  big 
the  market  will  be,"  Townsend  says. 
"Studies  estimate  the  range  between 
5  million  and  15  million  ounces  in  the 


first  year."  Taking  the  lowest  figure, 
and  assuming  H&H  can  get  its  tradi- 
tional 17%  market  share,  that  would 
add  up  to  $140  million  in  additional 
volume  for  H&H— an  impressive  incre- 
ment for  a  company  that  did  only 
$333  million  last  year. 
•  "With  all  lands  of  people  getting 
into  this  thing,"  warns  Townsend,  "I 
don't  see  how  margins  can  be  fat." 
Even  so,  if  H&H  can  hold  its  market 
share  against  competitors  like  Frank- 
lin Mint  and  Engelhard  Minerals  & 
Chemicals,  and  also  maintain  its 
traditional  profit  margins  on  the  new 
business,  the  net  result  could  be  an 
increase  of  over  $1  a  share  in  earnings. 

All  this  would  be  more  frosting  on 
an  already  well-iced  cake.  This  year, 
without  the  public  ownership  of  gold, 
Handy  &  Harman  could  earn  $3  a 
share.  And  that's  without  any  inven- 
tory profits:  H&H  is  on  a  last-in-first- 
out  accounting  basis.  Valuing  the 
company's  huge  inventory  of  precious 
metals  at  market  price,  the  current 
book  value  of  the  stock  of  about  $14 
would  be  over  $30. 

Without  mining  an  ounce  of  gold 
and  without  speculating  in  it  at  all, 
Handy  &  Harman  stands  to  be  one  of 
the  biggest  beneficiaries  from  the 
boom  in  precious  metals  prices.  ■ 


Townsend  of  Handy  &  Harman 
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Faces  Behind  the  Figures 
Elite  Antitruster 

You've  heabd  of  Heinz  and  its  57 
varieties?  Well,  young  John  Heinz 
(more  formally,  H.J.  Heinz  III)  is 
part  of  that  line.  His  father,  H.J. 
Heinz  II,  is  chairman  of  the  $1.4-bil- 
lion-sales  Pittsburgh-based  food  com- 
pany. Young  John  even  spent  five 
years  in  marketing  there,  after  going 
to  all  the  right  schools— Exeter,  Yale, 
Harvard  Business  School. 

Then  he  decided  to  go  into  pol- 
itics and  in  1971  won  a  Pittsburgh 
congressional  seat.  Heinz  now  heads 
something  called  the  House  Republi- 
can Task  Force  on  Antitrust  and  Mo- 
nopoly Problems,  and  Pennsylvania 
Republican  strategists  regard  him  as 
one  of  their  brighter  prospects  for 
statewide  office. 

What's  a  rich  Republican  doing 
beating  the  drums  of  populism?  "Last 
spring,"  answers  Heinz,  "a  group  of 
Republican  congressmen  heard  Agri- 
culture Secretary  [Earl]  Butz  saying 
how  great  it  was  that  farmers'  income 
was  up  20%.  We  wondered  how  good 
that  was  for  the  rest  of  the  country, 
and  we  started  thinking  about  the 
possibility  of  price-fixing  or  too  much 
governmental  regulation." 

The  first  investigative  target  was 
the  food  industry.  ("After  all,"  says 
Heinz,  "who  should  know  it  better 
than  I?")   The  Task  Force  looked  at 


Congressman  Heinz 


the  farmer  cooperatives  (Forbes, 
Oct.  15).  An  early  staff  report  was 
critical  of  the  co-ops'  market  domi- 
nance, but  Pennsylvania's  politically 
potent  milk  producers  put  on  the  pres- 
sure. Heinz  then  backed  down  and 
scheduled  new  hearings. 

Though  businessmen  might  wel- 
come such  a  probe  of  agriculture, 
other  Task  Force  targets  could  strike 
them  as  uncomfortably  close  to  home. 
On  the  docket  are  looks  at  transpor- 
tation, energy  and  the  media:  Heinz 


is  interested  in  overprotective  regula- 
tion by  the  Interstate  Commerce  Com- 
mission, single-market  domination  by 
publishers  and  broadcasters  and  the 
antitrust  implications  of  oil  company 
joint  ventures  at  the  wellhead. 

Heinz  admits  that  his  probes  are 
likely  to  step  on  some  well-entrenched 
toes.  "There's  no  slack  in  the  system 
now,"  he  says,  "so  any  recommenda- 
tion we  make  is  going  to  hurt  some- 
body." And,  of  course,  keep  John 
Heinz'  name  before  the  public.   ■ 


Petersen  of  Wien  Air  Alaska 


A  Long  Way 
From  Chicago 

Planes  are  late,  bags  go  astray, 
people  joke  about  being  served  Scotch 
and  cookies,  lines  form  inside  airports 
at  Fairbanks,  Point  Barrow,  Dead- 
horse  and  King  Salmon.  But  Wien 
Air  Alaska  is  meeting  the  incredible 
demand  for  its  services  this  year. 

The  $30-million-a-year  airline  has 
monopoly  service  over  most  of  the 
state— and  the  only  scheduled  North 
Slope  passenger  and  cargo  service.  It 
is  making  good  money  now.  But  a 
year  ago  it  was  in  rocky  shape.  It  was 
geared  up  for  an  oil  boom  that  had 
been  stalled  by  environmentalists. 

"We  got  caught,"  is  the  way  its 
burly  boss,  Raymond  I.  Petersen,  62, 
puts  it.  "We  leased  a  fourth  Boeing 
737-200C  back  in  1969,  but  it  turned 
out  we  didn't  need  it."  Petersen  had 
to  pull  hard  on  his  corporate  belt  to 
meet  the  payments  and  make  a  profit. 
He  did  it  so  well  that  in  1972  he  was 
able  to  order  another  737.  "We  ago- 


nized over  that  decision,"  he  says, 
"and  at  first  turned  it  down.  But  a 
few  months  later  we  decided  we'd 
better  have  it."  Last  fall  Petersen  also 
picked  up  four  refurbished  Fairchild 
227  propjets  for  $895,000  each. 

His  investment  is  paying  off.  Ser- 
vice isn't  perfect,  but  in  the  first  nine 
months  of  1974  Wien's  profits  jumped 
351%  over  last  year  (to  $3.1  million, 
82  cents  a  share)  on  a  42%  increase 
in  revenues,  to  $28.1  million. 

Now  Petersen  says  he  needs  yet  an- 
other big  craft— maybe  two,  depending 
on  whether  or  not  the  Civil  Aeronau 
tics  Board  lifts  its  stay  on  the  an 
thorization  granted  Wien  in  1972  to 
fly  a  new  direct  route  from  Anchorage 
to  Kotzobue.  Alaska  Airlines,  the  car- 
rier that  services  the  southeastern 
part  of  the  state,  is  contesting  it. 
Meanwhile,  however,  the  two  lines 
have  talked  merger. 

"It   was    40    years    ago    last    April 
Fools'  Day  that  I  came  up   here  to 
fly  and  to  get  as  far  away  from  ( Ihict 
go    as    possible,"    Petersen    iftyi     He 
has  gotten  a  long  way  indeed.  ■ 
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RyingTiger  Corp.  has  outgrown  its  name. 


1GER  INTERNATIONAL 


WW 


Hie  reason  behind  our  name  change 
s  a  simple  one:  international  growth. 

We  are  the  holding  company 
or  two  organizations  that  have 
>ecome  major  international  forces:  Flying  Tiger  Line  and 
iriger  Leasing  Group.  Each  is  in  a  growth  field.  And  each 
s  growing  even  faster  than  its  field. 

Tiger  Leasing  Group  is  one  of  the  fastest  growing 
easing  systems  in  the  world.  It's  actually  nine  companies 
panded  together  to  provide  world-wide  resources  and  a 
lombination  of  modern  leasing  techniques.  It's  expanding 


HYING 

TIGER  LINE 

TIGER 
LEASING  GROUP 

rapidly  here  and  in  Europe,  Canada, 
Latin  America  and  Asia. 

Flying  Tiger  Line  has  become 
the  world's  leading  scheduled  air- 
freight carrier.  The  pacesetter  in  the  industry,  it  serves  key 
cities  in  the  U.S.  and  links  this  country  with  growing 
commercial  centers  in  Asia. 

International  leasing  and  airfreight.  That's  Tiger 
International:  the  new  tiger  on  Wall  Street. 

Tiger  International,  7401  World  Way  West, 
Los  Angeles,  California  90009. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUES 


OWENS-ILLINOIS,  INC 

8100,000,000  ' 
9.35%  Sinking  Fund  Debentures  due  November  1,  1999 

Price  100%  and  accrued  interest 


§50,000,000 
9%  Notes  due  November  1,  1981 

Price  99.75%  and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Lazard  Freres  &  Co. 


Dillon,  Read  &  Co.  Inc. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


(joldman,  Sachs  &  Co. 


The  First  Boston  Corporation 


Kuhn,  Loeb  &  Co. 


Drexel  Burnham  &  Co. 

Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


K.  F.  Hutton  &  Company  Inc. 


Lehman  Brothers 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 

Afliliatt  of  H.ch.  *  Co.  Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 


Loeb,  Rhoades  &  Co. 
Reynolds  Securities  Inc. 
Dean  Witter  &  Co. 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Paine,Webber,  Jackson  &  Curtis 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 


White.Weld  &  Co. 

Incorporated 


Bear,  Stearns  &  Co. 


Wertheim  &  Co.,  Inc. 
L.  F.  Rothschild  &  Co.  Warburg  Paribas  Becker  Inc. 


Shields  Model  Roland  Securities    Weeden&Co.     A  Bl)  Securities  Corporation     American  Securities  Corporation 

Incorporated  Incorporated 


Dominick  &  Dominick, 

Incorporated 


Robert  Fleming 

Incorporated 


Harris,  I'pham  &  Co. 

Incorporated 


Kleinwort,  Benson 

Incorporated 


Basle  Securities  Corporation  Alex.  Brown  &  Sons  Dominick  &  Dominick,  F.  Kberstadt  &  Co.,  Inc. 

KuroPartners  Securities  Corporation 
Laden  burg,  Thalmann  &Co.  Inc.        Moseley,  Hall&arten&Kstabrook  Inc.         New  Court  Securities  Corporation 
Prescott,  Ball  &  Turben  R.  W.  Pressprich  &  Co.  SoCien-Swiss  International  Corporation 

Incorporated 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.         Spencer  Trask  &  Co.         Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

LBS-DB  Corporation  William  I).  Witter,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 

November  1, 1974 


The  Funds 


Losses  As  Assets 

Where  is  the  mutual  fund  that 
doesn't  have  unrealized  or  realized 
losses  these  days?  But  there  is  a  bright 
side  to  the  situation.  Thomas  Mathers, 
president  of  the  Mathers  Fund, 
views  his  fund's  $12.8-million  realized 
loss  in  an  optimistic  light.  Those 
losses,  he  says,  can  be  used  to  offset 
future  capital  gains,  and  the  value  of 
the  fund's  shares  can  appreciate  by 
that  amount  before  having  to  pay 
any  capital-gains  tax.  A  kind  of  extra 
dividend  potential  for  new  buyers. 

Here  is  how  it  works:  A  fund  does 
not  have  to  distribute  capital  gains 
to  its  shareholders  until  all  its  realized 
losses  have  been  absorbed.  Mathers 
has  some  $2  a  share  of  realized  capi- 
tal loss.  This  could  be  offset  by  $2  a 
share  before  it  would  have  to  distrib- 
ute any  capital  gains.  Mathers  Fund's 


shares,  which  are  selling  around  $6  a 
share,  could  appreciate  by  $2  a  share 
and  the  fund  could  realize  the  profit 
without  exposing  shareholders  to  cap- 
ital gains  taxes  on  that  appreciation. 

Ross  Muir,  director  of  investor  re- 
lations for  the  Union  Service  Group 
of  Mutual  Funds,  agrees  that,  from  a 
buyer's  standpoint,  this  can  be  a  val- 
uable tax  advantage  but  he  realizes 
it's  a  difficult  concept  to  sell.  "What  a 
salesman  has  to  say  to  a  guy,"  says 
Muir,  "is,  'Here  is  a  fund  that  hasn't 
done  very  well.  Why  don't  you  buy 
it  because  there  is  a  nice  tax  loss 
there  you  can  use?'  And  the  guy  looks 
at  the  salesman  and  says,  'Cripes, 
if  they  haven't  done  very  well,  why 
should  I  get  into  that  fund?'  " 

Robert  Perez,  vice  president  of 
Chemical  Fund,  adds:  "How  the  hell 
did  they  lose  all  that  money  in  the 
first  place?  Psychologically,  would  a 


person  want  to  buy  into  a  fund  that 
has  demonstrated  an  inability  to  make 
gains?" 

Perez  advises  a  long,  hard  look  at 
any  fund  that  has  large  losses:  "Were 
the  losses  from  poor  investments?  Did 
they  stay  in  stocks  that  outlived  their 
viable  growth  area  and  were  vulner- 
able to  substantial  declines?" 

There  is  a  drawback,  of  course,  for 
shareholders  who  like  the  feeling  of 
getting  capital- gains  checks  in  the 
mails  as  there  would  be  a  tax  penalty 
if  the  fund  paid  out  gains  before  off- 
setting all  realized  losses. 

And  in  the  long  run,  of  course,  the 
whole  thing  is  academic.  When  the 
shareholder  finally  sells  his  shares,  he 
still  would  have  to  pay  a  capital- 
gains  tax  on  any  gain  he  made  in  the 
shares.  But  you  know  how  it  is  these 
days  on  Wall  Street:  Everybody  is 
grasping  at  straws. 


Mutual  Fund  Relief  Act? 


There's  no  such  thing,  but  it  could 
be  an  apt  nickname  for  the  recendy 
enacted  1974  Pension  Reform  Act. 

This  bill,  though  concerned  pri- 
marily with  pension  insurance,  vesting 
and  fiduciary  standards,  has  a  couple 
of  provisions  that  have  the  fund  in- 
dustry jumping— or  more  accurately, 
limping— for  joy. 

One  section  liberalizes  so-called 
Keogh  plans,  under  which  self-em- 
ployed individuals  are  permitted  to 
deduct  a  portion  of  their  income  to- 
ward a  retirement  fund.  Under  the 
old  law,  the  maximum  tax  deduction 
was  10%  of  earned  income  or  $2,500, 
whichever  was  less.  Now  it  is  15% 
or  $7,500. 

Another  section  of  the  bill  extends 
Keogh-like  tax  deductions  to  em- 
ployees not  covered  by  existing  pen- 
sion plans.  These  people  can  set  up 
their  own  retirement  plan  and  deduct 
20%  of  their  income  up  to  a  maximum 
$1,500.  Money  men  call  these  new 
pension  plans  IRAs  (individual  retire- 
ment accounts ) . 

But  big  bucks,  billions  of  them, 
are  involved.  To  date,  over  $1  billion 
of  the  mutual  fund  industry's  $32- 
billion  assets  come  from  Keogh  plans, 
and  that  figure  could  easily  mush- 
room in  the  years  ahead. 

"This  is  going  to  be  a  very  signifi- 
cant marketing  area  and  a  good  source 
of  business  for  us,"  says  William  Kal- 
lenberg,  boss  of  the  Fidelity  Funds' 
marketing  arm.  "I  think  this  will  gen- 
erate fantastic  business,"  says  Herbert 


Rabinaw,  director  of  employee  bene- 
fit plans  for  the  Dreyfus  Fund.  "It's 
really  going  to  bring  in  a  big  influx 
of  new  money,"  predicts  James  Rice, 
business  service  sales  director  of  In- 
vestors Diversified  Services. 

Why  is  the  fund  industry  so  ex- 
cited? There  are  an  esti- 
mated 7  million  self-em- 
ployed individuals,  but 
only  about  600,000  are 
covered  by  Keogh  plans. 
Moreover,  there  are  30 
million  to  40  million  em- 
ployees eligible  for  the 
new  IRAs. 

The  old  Keogh  law  also 
set  up  serious  obstacles 
that  prevented  its  full  po- 
tential from  being  real- 
ized. One  such  obstacle 
was  the  fact  that  the  al- 
lowable deductions  were 
simply  too  small  for  many 
doctors  and  lawyers  to 
bother  with.  "Tax  shel- 
ters" in  oil,  cattle  and 
real  estate  or  even  the 
shoe  box  seemed  more  at- 
tractive. The  new  maxi- 
mum deductions  and  the 
general  disaster  in  tax 
shelters  may  change  that. 

A  second  roadblock  was 
that  Keogh  plans  were  es- 
sentially a  tax  deferral 
rather  than  a  tax  shelter. 
When  a  retired  person  be- 
gan to  draw  on  his  fund, 


that   money   was    taxed   as    ordinary 
income. 

Now  all  contributions,  dividends 
and  capital  gains  (if  any)  made  be- 
fore 1974  will  be  taxed  as  long-term 
capital  gains  if  drawn  in  a  lump 
sum.  New  contributions  will  be  taxed 
by  a  special  ten-year  average-income 
formula   that   could,   in  many   cases, 


Have  One! 


It's  free.  For  anyone 
at  all  concerned  about 
soaring  prices  and 
prospects  for  the  future. 

Our  24-page  brochure  explains  some 
of  the  provisions  of  the  new  Employee 
Retirement  Income  Security  Act  of 
1974.  Particularly  the  tax  shelter 
opportunities  offered  as  an  inducement 
to  retirement  planning; 

It  may  help  you  put  into  proper 
perspective  some  of  your  present 
money  p  oblems  and  concerns  about 
the  future. 


There  is  no  obligation.  Just  fill  in  and  mail. 


iDrop  in  Company  name, 
address  and  telephone  numberl 


ease  send  Take  A  Tax  Shelter  Break. 

Reading  time  I  understand  is  only 
4  minutes  and  57  seconds. 


Breezy  ads  like  this  are  the  fund  industry's 
come-on  for  independent  pension  planners. 
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The  Funds 


result  in  a  tax  rate  lower  than  that 
for  long-term  capital  gains. 

The  bill  has  other  attractions. 
Previously,  Keogh  contributions  had 
to  be  made  in  the  fiscal  year  in  which 
the  money  was  earned.  Beginning  in 
the  1975  tax  year  the  payment  may 
be  made  up  to  the  income-tax  filing 
deadline,  thus  allowing  people  to  get 
a  better  handle  on  their  tax  situation. 

Moonlighters  may  benefit  too.  If 
one  of  a  moonlighter's  jobs  provides 
no  pension,  he  can  set  up  an  IRA  or 
Keogh  plan  for  that  job— even  though 
his  other  job  does  have  a  pension  plan. 

Mutual  funds  love  Keogh  plans  be- 
cause they  mean  steady  income.  "If 
you  have  $50  million  a  year  coming 
in  from  Keogh,"  says  Dreyfus'  Rabi- 
naw,  "that  means  $50  million  year 
after  year.  It  really  is  long-term  in- 
vesting. You  don't  find  big  f  ail-off s  in 
contributions  when  the  market  sours." 

Yet  a  fundamental  question  re- 
mains: Will  the  mutual  fund  industry 
be  able  to  fully  exploit  the  new  law? 
After  all,  banks,  insurance  companies, 
even  trade  associations  are  allowed, 
under  Keogh,  to  set  up  so-called  pro- 


totype  or  master  plans,   just   as   the 
funds  may  do. 

Fundmen  can  only  reply  that  they 
are  actively  soliciting  the  new  busi- 
ness. "We  have  created  an  in-house 
task  force  to  carefully  service  broker- 
dealers  and  their  clients,"  says  Alvin 
Berndt,  vice  president  of  Affiliated 
Fund  (assets:  $1.2  billion). 

No  Easy  Pickings 

But  with  billions  of  dollars  at 
stake,  the  competition  will  be  fierce. 
Insurance  companies,  for  instance, 
have  crack  sales  forces  ready  to  tap 
the  new  market.  With  rare  excep- 
tions like  IDS,  mutual  fund  sales 
forces  have  been  riddled  by  the  long 
bear  market.  Broker-dealers  have  al- 
so seem  their  ranks  shrink  drastically. 

Some  fund  executives  concede  that 
the  smallish  IRAs  will  be  the  province 
of  the  insurance  companies.  But 
wealthy  professionals?  Their  eyes 
light  up. 

"Look,"  says  one  fundman,  "a  doc- 
tor won't  think  twice  about  raising 
his  contribution  from  $2,500  to 
$7,500."    Keogh   plans   can   be   very 


complex,  "but  well-to-do  profession 
won't  be  turned  off  by  that  like  your, 
unpensioned   store    clerk   might   be." 

There  is,  though,  a  possible  stum- 
bling block  for  professionals  with  a 
large  number  of  employees,  such  as 
accounting  firms:  the  fact  that  a  self- 
employed  person  must  make,  out  of 
his  income,  the  same  percentage  con- 
tribution to  the  Keogh  plans  for  his 
employees  (such  as  nurses  or  secre- 
taries) of  three  years'  or  more  stand- 
ing as  he  does  for  himself. 

Say  a  doctor  pays  his  nurse  $10,000 
and  nets  $50,000  himself.  If  he  takes 
the  full  15%  deduction  ($7,500)  for 
himself,  he  must  also  pay  $1,500  for 
the  nurse's  plan.  Dreyfus,  for  one,  has 
an  Internal  Revenue  Service-approved 
plan  that  provides  a  way  around  this 
for  certain  situations.  But  most  funds 
have  not. 

Despite  all  this,  the  industry  re- 
mains optimistic.  Says  Affiliated's 
Berndt,  "The  enthusiasm  for  this 
among  funds,  banks  and  insurance 
companies  will  stir  up  a  lot  of  inter- 
est. We're  bound  to  benefit." 

How  much?  Only  time  will  tell.   ■ 


Introducing 
Scudder  Managed  Reserves. 

We  want  your  money  to 
work  harder  for  you. 

Scudder  Managed  Reserves  specializes  in  keeping  your  money  at  work  in 
short  term  securities  for  high  current  income  with  low  risk. 

•  no  charge  to  purchase  shares  •  dividends  declared  daily 

•  no  charge  to  withdraw  your  money       •  $1 ,000  minimum  initial  investment 
For  more  information,  write  or  call  collect  for  a  free  prospectus.  (61 7)  482-3990 


SCUDDER 

f\/|aj|  tO:  SCUDDER  STEVENS  8. CLARK  INVESTMENT  COUNSEL 

Scudder  Fund  Distributors,  Inc.  Dept.  #55, 10  Post  Office  Square,  Boston,  MA  02109 

Please  send  me  information  about  Scudder  Managed  Reserves. 

Name 


Address 
City 


State 


Zip 


Occupation. 


-Title. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


$125,000,000 

Philadelphia  Electric  Company 

First  and  Refunding  Mortgage  Bonds,  11%  Series  due  1980 


Price  100% 

plus  accrued  interest  from  October  15, 1974 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co. 

INCORPORATED 

Blyth  Eastman  Dillon  &  Co. 

INCORPORATED 

Halsey,  Stuart  &  Co.  Inc. 

AFFILIATE  OF  BACHE  &  CO.  INCORPORATED 

E.  F.  Hutton  &  Company  Inc. 
Lazard  Freres  &  Co. 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc.  Goldman,  Sachs  &  Co. 


Hornblower  &  Weeks-Hemphill,  Noyes 

INCORPORATED 


Kidder,  Peabody  &  Co. 

INCORPORATED 


Lehman  Brothers 

INCORPORATED 


Kuhn,  Loeb  &  Co. 
Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 


Reynolds  Securities  Inc. 


White,  Weld  &  Co. 

INCORPORATED 

L.  F.  Rothschild  &  Co. 


Smith,  Barney  &  Co. 

INCORPORATED 

Dean  Witter  &  Co. 

INCORPORATED 


Shearson  Hayden  Stone  Inc. 


Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 

Wertheim  &  Co.,  Inc. 

Bear,  Stearns  &  Co. 

Warburg  Paribas  Becker  Inc. 


October  18,  1974 


How  to  make  your  money 

fight 
for  every  last  cent  it  can  earn. 


How  to  get  over  8% 
interest  without  tying  up 
your  money.  Invest  as  little 
as  $5,000  in  short-term 
securities,  all  maturing  in 
the  next  12  months,  some 
Government  guaranteed. 


How  to  get  Government- 
guaranteed  income  from 
investments  maturing  in 
1  to  25  years.  Recent 
Treasury  bills,  notes  and 
bonds  paid  7%  to  8.5%. 
Minimum  investment: 
$1,000  to  $10,000. 


Choose 
your  weapon 

Hard  working  investments 
for  hard  earned  money 


How  to  invest  for  long- 
term  growth  with  blue 
chip  stocks.  If  you  can 
-wait  for  growth  —  and 
don't  mind  taking  a 
sensible  degree  of  risk  — 
this  could  help  to  build 
capital  for  the  future. 


How  to  get  up  to  8.5%  in 
current  dividends  from 
common  stocks.  A  chance 
for  capital  growth,  too,  if 
you're  willing  to  take  a 
businessman's  risk  to  get  it. 


How  to  get  6%  to  8%  tax 
free  with  municipal  bonds. 
For  people  with  taxable 
income  over  $25,000  per 
year,  this  is  the  equivalent 
of  9  to  12  percent! 
Minimum  investment: 
about  $5,000. 


How  to  get  8%  to  10%  in 
regular  income  with  the 
corporate  bonds  of  some 
of  America's  leading 
companies.  A  variety  of 
due  dates  and  companies 
to  choose  from.  Minimum 
investment:  $1,000  or  less. 


Mail  to  Merrill  Lynch  today!  for ms 

Merrill  Lynch  Service  Center,  Box  700,  Nevada,  Iowa  S0201 

Yes.  I  want  to  know  how  I  can  make  my  money  fiffht  for  every  last 
cent  it  can  earn.  Rush  me  a  copy  of  your  report,  "CHOOSE  YOUR 
WEAPON:  Hard  working  investments  for  hard-earned  money  " 


Name 


Address 


Home 
Phone 

Bush 
Phone 


City 


State 


Zip 


Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account 
Executive 

Merrill  Lynch  Pierce  Fenner  8  Smith  Inc. ' 

bMaaHMaaaaaaaa  —  aB.a  — ■■  —  _  —  ___«  — ^ 

1974  Merrill  Lynch  Rei  ith  Inc.  Member  Securitie   Investor  Protection  Col  1IPQ 
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1973 
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AUG 133.7 

SEPT 13Z8 

OCT 132.8 

NOV 132.3 

DEC 129.4 

JAN 127.6 

FEB 126.3 

MAR 125.0 

APR 125.3 

MAY 125.4 

JUNE 125.1 

JULY  126.0 

AUG 125.9 

SEPT.  (Prel.)  125.3 


Composed  of  the  following:  Commerce  privately  owned  housing  stems)  service  price  index  related  to  the  consumer 

Production  Consumption  price  index) 

•  How  much  are  we  producing?  (Federal  Re-  •  How  much  are  people  spending?  (Dept.  of  Income 

serve  Board  Index  of  Industrial  Production)  Commerce  retail  store  sales)  •  How  much  are  workers  earning?  (Dept.  ol 

•  What  volume  of  hard  goods  are  we  ordering?  •  To  what  extent  are  consumers  going  into  Commerce  personal  income,  wage  and  salary 
(Dept.  ot  Commerce  latest  three  months  new  debt?  (Federal  Reserve  net  change  in  con-  disbursements) 

orders  of  durable  goods  related  to  inventories)  sumer  installment  debt)  •  How  many  people  have  been  laid  off?  (U.  S. 

•  How  intensively  are  we  building?  (Dept.  of  •  How  costly  are  services?  (Dept.  ot  Commerce  Dept.  ot  Labor  initial  unemployment  claims) 


Market  Comment 


Looking  Back,  And  Ahead 


This  has  been  quite  a  year  in  the  fi- 
nancial markets.  The  Dow  Jones  in- 
dustrials have  been  as  high  as  890.38 
and  as  low  as  573.22.  Interest  rates 
on  high-grade  bonds  have  at  times 
been  well  above  10%,  the  highest  in  a 
hundred  years.  In  the  aggregate,  re- 
ported corporation  earnings  have 
never  been  so  big,  and  profits  have 
been  rising  all  year. 

Up  to  the  first  of  October,  at  least, 
each  advance  in  stocks  has  been  fol- 
lowed by  new  lows.  All  year  we  have 
been  afraid  of  inflation;  but  instead 
of  preparing  for  inflation,  we  have 
been  discounting  deflation  and  reces- 
sion (if  not  depression).  For  the  first 
time  since  the  middle  1930s  the  stan- 
dard of  living  has  been  declining. 

During  the  past  two  months  or  so, 
some  of  these*  things  have  begun  to 
change.  Basic  commodity  prices  have 
come  down  a  little;  short-term  interest 
rates  have  eased  perceptibly;  corpo- 
rate earnings  have  decelerated  their 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


By  L.  O.  Hooper 

advance;  business  has  been  getting 
worse  rather  than  better;  and  the 
trend  in  thinking  in  Washington  has 
become  a  little  more  antirecession 
than  anti-inflation.  Indeed,  since  early 
October  the  broad  trend  in  stock 
prices  has  been  up  rather  than  down. 

The  price  of  copper  has  fallen  out 
of  bed.  Steelmen  are  out  looking  for 
orders  instead  of  turning  them  down. 
Basic  food  commodities  have  not 
gone  through  the  roof.  We  have  what 
amounts  to  an  undeclared  buyers' 
strike  against  1975  model  automo- 
biles. Retailers,  we  hear,  are  not  op- 
timistic about  Christmas  sales. 

So,  in  a  sense,  we  now  have  some 
of  the  phenomena  the  optimists  were 
hoping  for  not  too  long  ago  when  we 
were  told  that  we  needed  1 )  evidence 
of  somewhat  easier  money,  2)  less 
active  business,  3)  a  less  vigorous 
demand  for  basic  commodities,  4) 
lower  earnings  for  the  fourth  quarter 
and  the  future  and  5)  consumer  re- 
sistance to  rising  prices.  All  this,  we 
were  told,   should  ease  the  inflation 


rate  to  perhaps  9%  to  7%  by  spring, 
which  should  in  turn  remove  the  ne- 
cessity of  anti-inflationary  moves  that 
could  contain  the  seeds  of  a  major 
depression. 

The  rally  in  stocks  from  the  early 
October  lows  is  probably  in  some  way 
connected  with  what  is  outlined  in  the 
preceding  two  paragraphs,  but  it  real- 
ly has  been  caused  by  a  technically 
oversold  condition  in  the  market  it- 
self. Suddenly  stocks  have  begun  to 
respond  to  the  positives  and  to  ignore 
the  negatives. 

So  much  for  where  we  have  been 
and  where  we  are.  What  about  where 
we  are  going?  It  is  never  as  easy  to 
foretell  the  future  as  it  is  to  report  on 
the  past. 

Many  of  our  problems  are  just 
swept  under  the  rug  for  the  present 
and  are  still  unresolved.  Inflation  is 
much  worse  in  most  foreign  countries 
than  in  America,  and  ^o  is  the  posi- 
tion of  the  banks,  and,  in  Wendell 
Willkie's  words,  this  is  still  one  world. 
Something  has  to  be  done  about  the 
high  price  of  Arab  oil,  and  anything 
effective  may  be  temporarily  unpleas- 
ant. There  is  still  a  shortage  of  capital, 
and  capital  is  the  lifeblood  of  the 
economy.  The  high  cost  of  money 
and  the  scarcity  of  new  savings  are 
forcing  the  abandonment  or  post- 
ponement of  many  employment-creat- 
ing projects.  The  Middle  East  is  still 
a  powder  keg  in  the  world  peace 
scene,  and  the  Arabs  and  the  Jews 
are  playing  with  matches.  The  world 
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food  shortage  can't  be  relieved  much 
till  we  have  another  good  crop  year, 
and  that  is  almost  a  year  ahead  at 
best.  The  answer  to  the  threat  of  in- 
flation is  less  consumption,  and  less 
consumption  means  a  less  vigorous 
business  situation. 

If  there  are  any  two  things  that  we 
know— apart  from  the  fundamentals  so 
glibly  outlined— they  are:  1)  Corpora- 
tion earnings  are  sure  to  be  substan- 
tially lower  in  1975  than  in  1974; 
and  2)  we  are  not  going  back  into 
another  big  bull  market  while  so  many 
individuals  and  institutions  are  still 
smarting  after  the  experiences  of  the 
recent  past. 

Every  now  and  then,  I  like  to  sit 
on  the  curb  and  watch  myself  go  by, 
so  I  have  been  reading  over  my  recent 
columns.  I  find  much  good  rhetoric 
on  generalities,  but  not  much  advice 
on  individual  securities.  There  have 
been  a  few  good  ideas,  such  as  Kerr- 
McGee  (70),  International  Minerals 
<b  Chemical  (48),  Freeport  Minerals 
(23),  Union  Pacific  (71),  and  Sky- 
line (18).  But  that's  not  enough,  and 
too  many  things,  like  Amerada  Hess 
(15),  Babcock  ir  Wilcox  (14)  and 
Alaska  Interstate  (9),  have  backfired. 
I  still  think  that  I  have  been  right 
on  the  international  oils,  and  that  the 
stock  market  has  been  wrong. 


From  now  on,  I„will  try  to  talk  a 
littie  more  about  specific  ideas.  I  sus- 
pect that  we  will  have  more  of  a  mar- 
ket in  stocks  and  less  of  a  stock  mar- 
ket. My  suggestions,  however,  always 
should  be  regarded  as  investment  sug- 
gestions rather  than  as  tips  to  buy 
for  a  turn.  Don't  get  too  impressed 
with  quick  results;  they  usually  are 
accidental. 

Outstanding  Coal  Stocks 

Watch  the  coal-related  stocks,' es- 
pecially the  good  ones.  In  this  group 
it  seems  to  me  that  Union  Pacific 
(71),  Burlington  Northern  (35), 
Continental  Oil  (42)  and  Kennecott 
(32)  are  outstanding  because  all 
four  have  huge  reserves  of  coal.  I  am 
sure  the  environmentalists  will  be 
forced  to  yield.  There's  no  other 
source  of  energy  so  readily  available 
so  quickly.  In  spite  of  all  the  prej- 
udice against  Occidental  Petroleum 
(11;  also  in  coal)  connected  with 
Dr.  Hammer  and  a  huge  debt,  I  like 
the  stock  as  a  speculation.  This  year's 
net  is  estimated  at  about  $5  a  com- 
mon share,  so  the  stock  is  not  far 
from  2  times  earnings. 

Almost  everyone,  especially  people 
who  not  long  ago  were  looking  for 
"safe"  income,  owns  some  electric 
utilities.  Lately  some  highly  statistical 


DEEP    DISCOUNT    CONVERTIBLES: 
A  Few  Look  Too  Good  to  Pass  Up 


Due  to  the  ravaging  effects  of  a  bear  market  and  skyrocketing  interest  rates,  a  select  number  of  con- 
vertible bonds  now  offer  not  only  a  double  digit  yield  but  also  the  prospect  of  considerable  appreciation 
potential.  A  carefully  selected  portfolio  of  these  deep  discount  convertibles  just  may  be  the  best  invest- 
ment approach  at  the  present  time. 


v^ 


A  RARE  OPPORTUNITY 

The  investment  opportunities  in  convertible  bonds  are  now 
simply  too  attractive  to  ignore.  The  investment  potential  — 
yield  plus  expected  market  performance  —  of  some  of  these 
issues  is  enormous  in  relation  to  the  risk  involved.  If  you 
pass  up  these  opportunities,  you  may  never  again  get  a  com- 
parable chance. 

A  FIGHTING  CHANCE    AGAINST  INFLATION 

In  figure  1  on  Page  84,  we  present  a  select  list  of  deep  dis- 
count convertible  bonds.  The  double-digit  current  yield  (and 
yield  to  maturity)  of  each  issue  on  the  list  will  prove  very 
appealing  to  income-minded  investors.  But  in  addition,  every 
issue  selected  meets  additional  criteria  for  potential  perfor- 
mance that  we  believe  is  essential  in  today's  treacherous 
market.  In  fact,  of  585  convertibles  and  1500  common 
stocks,  only  a  handful  meet  this  dual  criteria.  Since  these 
issues  entail  widely  varying  degrees  of  risk,  you  are  nearly 
certain  to  find  a  few  issues  that  match  your  particular  invest- 
ment objectives.  If  you've  been  on  the  sidelines,  we  think 
this  is  an  excellent  time  to  start  getting  back  into  the  market 
with  convertibles.  (excerpt) 


INTRODUCTORY  OFFER 

Please  send  me  the  complete  text  of  the  above  article  and  i 
copy  of  the  132-page  book  "More  Profit  and  Less  Risk  — 
Convertible  Securities  and  Warrants"  as  a  double  bonus  witf 
my  subscription  to  The  Value  Line  Convertible  Survey 

□  3  months  for  $29  (12  issues)  This  offer  is  available  on! 
once  to  any  household  Check  or  money-order  for  $2! 
must  accompany  order 

D  1  year  for  $225  (48  issues) 

□  Payment  enclosed  D  Bill  me 

NY    residents  please  add  applicable  sales  tax    Foreign  rrif 
available  on  request  Subscription  fees  are  fully  tax-deducti 
This  agreement  will  not  be  assigned  without  subscriber's  c 
sent 


Name  (please  print) 

Address      

City 


St.ne 


Zip 


Signature 


Thvealue  CONVERTIBLE  SURVEY 

une       5  East  44th  St.  NY..  NY    10017 

J16MN2  Bonus  N 
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Why  Diners  Club  wants  to 

pay  $5  towards  the  cost  of 

your  American  Express  card. 


iven  though  Diners  Club  costs  $  1 5  a  year  while 
American  Express  now  costs  $20,  we  think  you  will  find 
)iners  more  useful. 

Because,  around  the  world,  Diners  Club  is  honored 
it  75,000*  more  places  than  American  Express. 

Indeed,  we  don't  think  any  card  should  cost  more 
han  a  Diners  card.  And  so,  if  you  already  have  American 
Express,  we'd  like  to  pay  you  the  difference  just  for 
ryingours.  You  get  a  check  for  $5 

when  you  qualify  for  Diners  Club. 

-rankly,  Diners  Club  membership  requirements  are 
mite  strict.  With  75,000  more  places,  we  do  have 
o  be  very  selective. 

If  your  application  is  approved,  we'll  send  you 
/our  Diners  Club  card  at  our  usual  charge  ($1 5)— and 
tfe'll  also  send  you  a  check  for  $5. 

Then  you'll  have  both  cards  to  use  and  compare. 

See  for  yourself  what  Diners 
75,000  more  places  will  mean. 

n  all  of  Europe,  Diners  gives  you  credit  at  30%  more 
Maces  than  American  Express.  Important  places,  too. 


For  example,  Guide  Michelin,  the  world's  most 
renowned  restaurant  guide,  bestows  its  highest  rating- 
three  stars- on  just  1 6  restaurants  in  all  of  France. 
Of  these,  1 1  honor  Diners  Club  (7  exclusively),  while 
only  4  honor  American  Express  (none  exclusively). 

In  all  of  Asia,  Africa  and  Latin  America,  you'll  find 
Diners  Club  at  three  times  as  many  places. 

And,  needless  to  say,  Diners  Club  is  honored 
throughout  the  U.S.— where  we  originated  the  executive 
credit  card. 

Of  course,  you  can  make  do  with  your  American 
Express  card  alone.  But  not  having  Diners  means  having 
no  credit  at  all  in  75,000  places.  It  could  mean  passing 
up  some  very  nice  restaurants,  shops  and  places  to 
stay— unless  you're  prepared  to  pay  cash. 

Why  not  mail  the  application  now— and  see  for 
yourself  while  we  pay  you  $5  towards  the  cost  of  your 
American  Express  card? 

'Figures  based  on  direct  comparison  of  latest  published 
Diners  Club  and  American  Express  Directories. 


0 


DINERS  CLUB 

Executive  service  is  our  business 


._      To  quality  tor  this  offer,  application  must  be  received  on  this  form  by  January  15,  1975. 
II     American  Express  cardholders  may  apply  whether  they  paid  $15  or  the  new  $20  rate. 


My  American  Express  Card  no.  is 


It  expires 


MONTH 


YEAR 


DINERS  CLUB 

10  Columbus  Circle,  New  York,  N.Y.  10019 
(PLEASE  PRINT  ANSWERS  TO  ALL  QUESTIONS] 

I.  Lj     Personal  Account-mail  bill  to  residence 


(D 


20-11-994 


$5 


FOR  OFFICE  USE  ONLY 

D-Pe 


rsonal  Account-mail  bill  to  office 


I    I     Company  Account-mail  bill  to  office 


|  «    □  Mr.     □  Miss 
1  **  □  Mrs.   □  Ms. 


First  Name 


Middle 


Last 


Date  of  Birth 
Month         Day 


Year 


Spouse's  Name 


Home 
Address 


Street 


C.ty 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home 
Rent 


e 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security 
Number 


Previous 
Home  Address 


Street 


City 


State 


ZIP  Code 


Years 
there 


lo    Firm  Name  or  Employer 


Nature  of  Business 


Position 


Address               Street 

City 

State                           ZIP  Code 

Telephone 
(Include  Area  Code) 

Years 

with 
firm 

Annual  Earnings 

$ 

NOTE   If  less  than  $10,000.  indicate  ami  and 
source  ol  other  income,  and  name  and  address 
of  banker,  broker  or  att'y  who  can  confirm  this. 

Amount  and  Source 
of  other  income 


Banker.  Broker 
or  Att'y 


Firm 


Address 


City 


State 


ZIP  Code 


Previous  Employer  (if  employed  by  above  less  than  3  years) 
or  College/University  if  Recent  Graduate 


Name  and  Address  of  Personal  Reference  (not  living  with  you) 


Yrs    with  firm  or 
yr   graduated 


A      Name  of  Bank  Branch  Address  Acct.  Number 

Type  of  Account:       O  Checking       Q  Savings       □  Loan 


Name  of  Bank 


Branch  Address 


Acct.  Number 


Type  of  Account        Q  Checking       Q  Savings       □  Loan 


Department  Store  Accounts 


Oil  Company  Accounts 


Other  Credit  AcctS: 

□  American  Express 

□  Carte  Blanche 

□  Bank  Americard 

□  Master  Charge 
0ther;__ 


Former  Diners  Club  member?     fj  Yes     G  No 


C    $17  FEE    covers *12  months'  membership  Irom  date  card  is  issued  at  $15 
•  plus  1  year's  subscription  to  Signature,  the  Diners  Club  Magazine,  at  $2 
Subscription  optional     Indicate  choice  below    Do   NOT  enclose   check- 
we  will  bill  you  later. 

□  $17  Fee  (Includes  Signature  Magazine)  3  $15  Fee  (Membership  Only) 

Applicant  authorizes  exchange  of  credit  information,  the  issuance  of 
credit  cards  as  indicated  and  renewal  and  replacement  thereof.  Appli- 
cant agrees  that  each  cardholder  assumes  |0int  and  several  responsi- 
bility lor  all  charges  vvith  company  applicant,  if  Company  Account,  or 
with  primary  applicant  if  Personal  Account. 


Send  me  an  additional  Diners  Club  Card  at  $7.50  for  a  member  of  my    firm/family. 


F 

rst  Name 

Middle 

Last 

Signature 

)f  Add-on  applicant 

Relationship 

Please 

send 

me forms 

lor  additional  cards 

for 

members  of  my 

firm/family. 

m 

Signature  of  Company  Officer  for  Authorization  of  Company  Account  Title 


Signature  of  individual  Applicant  Date         ^fc 

|  |HAVE  YOU  SIGNED  THIS  APPLICATION?!  |  ■■■■■■■■■■■■■■■  ^ 


TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 
Rio  Grande  Valley 

THIS  IS  OUR  49th  YEAR 

£-bu.  Grapefruit  $  8.75 

Carton  of  12  Grapefruit $  6.75 

Full  bu.  Grapefruit $12.90 

Carton  of  6  Grapefruit $  4.90 

£-bu.  G.F.  &  Oranges $  8.80 

Full  bu.  G.F.  &  Oranges $12.95 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets : 

M-bu.  $9.95 Full  bu.  $14.50 

All  are  delivered  prices 


WE     TRUST     YOU!     Send     Your    gifst    list 
now     and     pay     our     invoice     in     January. 


Other  citrus   packs   and   also   pecans,   rare  honey, 

fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  illustrated  folder. 

PITTMAN   &  DAVIS,   INC. 

902  N.  Exp.,  HARLINGEN,  TEXAS  78550 

Established  1926 


Johnstona 


Systemic  inves^tplan 

SCALES  CHARGE 

^—  aaj*  •*•  ^*  ^^  The  Johnston 

^^  Mutual  Fund  Inc. 

460  Park  Ave..  N.Y.C.  10022  Dept.  C     ■ 
Phone:(212)679-2700     I 
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Name_ 


Address_ 


City_ 


.State. 


-Zip- 


JETS 


BIO  and  ASK  activity 
on  most  biz-jets  daily 


Omni's  Trading  Floor 


BE  SURE 


(202)  331-8000 


Stock  Comments 


Topsy-Turvy 

By  Heinz  H.  Biel 


As  the  news  was  getting  worse,  the 
stock  market  was  getting  better.  Don't 
look  for  the  logic  behind  this.  Stock 
prices  do  not  necessarily  move  with 
the  news,  and,  furthermore,  at  its 
early  October  bottom  the  stock  mar- 
ket had  been  discounting  just  about 
anything  except  a  complete  collapse 
of  our  economy. 

Business  news  is  generally  bad.  The 
recession  is  getting  worse,  and  some 
industries— autos,  construction,  tex- 
tiles, home  appliances,  furniture,  semi- 
conductors, etc.— are  already  in  a 
slump.  The  true  state  of  the  economy 
is  hidden  behind  some  fabulously 
good  third-quarter  profits  reports,  yet 
these  earnings  may  have  been  the 
peak  for  some  time  to  come.  Unem- 
ployment, already  at  6%,  is  sure  to 
rise  higher,  and  if  the  so-called  lead- 
ing indicators  tell  the  truth,  the  econ- 
omy can  be  expected  to  deteriorate 
further  for  quite  some  time  to  come. 

Although  there  has  been  less  talk 
lately  about  the  international  mone- 
tary problem— the  word  crisis  is  being 
studiously  avoided  now— this  doesn't 
mean  that  it  is  less  serious  or  less 
pressing  than  it  was  in  late  September 
when  the  world's  bankers  met  in 
Washington.  Some  major  European 
banks  are  now  becoming  increasingly 
reluctant  to  accept  the  Arabs'  short- 
term  petrodollar  deposits,  and  no  one 
seems  to  know  how  to  handle  these 
untold  billions  of  dollars  that  are 
seeking  temporary  shelter  rather  than 
a  permanent  home. 

Meanwhile,  the  King  of  Morocco, 
who  had  been  considered  a  friend  of 
the  U.S.,  has  been  quoted  as  saying 
that  we  and  the  Israelis  must  accept 
the  Arab  leaders'  endorsement  of  the 
Palestine  Liberation  Organization  or 
risk  a  new  war  in  which  oil  money 
would  ensure  victory  for  the  Arabs. 
Implicit  threats  of  this  kind  do  not 
exactly  improve  prospects  for  lasting 
peace  in  the  Mideast— or  elsewhere. 

In  this  topsy-turvy  world  where 
bad  is  good  and  good  is  bad,  the 
gradually  deepening  recession  has  re- 
kindled whatever  little  optimism  was 
left  in  Wall  Street.  The  reason  is  that 
money  rates  are  coming  down  quite 
rapidly  from  the  unprecedented  levels 

Mr.  Biel  it  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


that  prevailed  until  just  a  few  weeks 
ago.  The  Federal  Reserve  Board  may 
have  accelerated  this  decline  by  eas- 
ing the  pressure  on  the  credit  brake, 
but  the  principal  cause  is  the  lessen- 
ing demand  for  short-term  credit.  In 
many  industries  inventory  policies  are 
undergoing  a  major  change.  Hoards 
accumulated  as  a  protection  against 
shortages  as  well  as  against  higher 
prices  are  no  longer  considered  de- 
sirable. Liquidity  has  become  a  pri- 
mary objective.  If  a  coal  strike  is 
averted,  or  if  it  should  be  of  brief 
duration,  some  steel  users  may  also 
begin  to  work  off  surplus  inventories. 

This  is  not  good  business  news,  but 
The  Street  thrives  on  easier  money. 
I  don't  know  whether  this  sudden  en- 
thusiasm for  stocks  is  warranted  or 
exaggerated.  Although  the  market 
was  greatly  oversold  when  the  turn 
came  in  early  October,  advances  of 
50%  and  more  over  a  very  brief  span 
of  time  for  some  institutionally  fa- 
vored stocks  may  have  been  a  little 
too  much  too  soon.  At  best,  at  least 
a  partial  correction  seems  to  be  called 
for,  and  even  that  assumes  that  the 
October  bottom  really  was  the  final 
bottom  of  this  bear  market. 

Unfortunately,  I  am  not  fully  con- 
vinced that  this  is  the  case.  The  sud- 
den and  sharp  stock  market  rise  may 
have  created  a  state  of  euphoria 
which  makes  people  believe  that  the 
worst  is  over  and  that,  while  serious 
problems  remain,  we  and  the  rest  of 
the  world  will  muddle  through  some- 
how. I  fervently  wish  that  this  will 
be  so,  but  that  treacherous  50%  stock 
market  rally  from  November  1929  to 
April  1930  lingers  in  my  memory. 

One  of  the  reasons  why  I  remain 
skeptical  is  that  stocks  are  still  sensi- 
tive to  adverse  news.  Usually,  at  a 
bear-market  bottom,  just  about  any- 
thing that  may  possibly  happen  has 
been  amply  discounted,  and  stock] 
become  impervious  to  bad  news.  Ob- 
viously, this  is  not  yet  the  case.  GM'i 
miserable  third  quarter,  which  did 
not  come  as  a  great  surprise,  knocked 
its  price  down  a  few  more  points  to 
a  new  low,  taking  Ford  along  with  it. 
A  dividend  cut  is  still  considered  • 
crime  to  be  severely  punished,  a# 
was  the  case  recend)  with  Zenith. 
There    should    he    no    such    vulnen 
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y  at  a  true  bear-market  bottom. 
:  is  hardly  surprising  that  traders 

investors  are  nervous  and  appre- 
sive.  On  the  one  hand,  they  fear 
:ing  caught  in  a  bull  trap  by  com- 
:ing  their  reserves   too  soon.   On 

other  hand,  they  don't  want  to 
5  the  boat,  either.  The  result  is  an 
itic  market  with  sentiment  chang- 
from  hot  to  cold  from  one  day  to 
next.  Prices  move  so  rapidly  that 
tock  that  gets  a  BUY  nod  today 
omes  a  candidate  for  profit-taking 
lorrow.  The  risk  of  getting  whip- 
ed  is  very  high,  making  it  difficult 
nve  specific  recommendations. 

On  Weakness 

?he    fertilizer    industry    has    been 
tioned  several  times  before  in  this 
unn.     The    beneficiaries    of    this 
m— specifically  International  Min- 
is, Williams  Cos.   and  First  Mis- 
ippi,    as   well    as,    although   to   a 
er  extent,  Esmark  and  Monsanto— 
e  done  nobly  in  this  bear  market, 
lile  the  world  food  situation  is  crit- 
,  industry  experts  believe  that  fer- 
ler  supply   and  demand  will  get 
3  better  balance  within  a  couple  of 
irs.  In  the  meantime,  the  fertilizer 
ducers  will  continue  to  earn  huge 
fits.  But  when  will  Wall  Street  be- 
to  discount  the  end  of  the  bonan- 
As  I'd  rather  sell  too  soon  than 
late,    I    suggest   that   henceforth 
se  stocks   be  bought  only   in   sig- 
icant    setbacks  from    recent    high 
els,  and  that  profits  be  taken  on 
v  further  substantial  advances. 
The  situation  is  somewhat  similar 
h  sugar.  Its  price  has  more  than 
adrupled    during    the    past    year, 
:h    the    result    that    profits    of    the 
atively  few  publicly   traded  sugar 
npanies  have  soared  to  incredible 
ghts.  No  one  lives  under  the  illu- 
n  that  this  abnormal  situation  can 
itinue    indefinitely.    That    is    why 
se  stocks  are  selling  at  such  low 
dtiples.  However,  skepticism  should 
t  be  carried  too  far.  Even  though 
■nings  are  likely  to  return,   sooner 
later,   to   more   reasonable   levels, 
i  financial  conditions  of  these  com- 
nies   will   have   been   strengthened 
ormously.    Needless    to    say,    most 
gar  stocks  are  highly  speculative. 
In    general,    investors    should    give 
eference  to  industries  which  are  not 
duly   cyclical,    not   heavily   depen- 
>it     on     consumers'     discretionary 
ending,  not  subject  to  severe  varia- 
ns   in   commodity   prices,   and   not 
ively  labor  intensive.  As  far  as 
iividnal  companies   are  concerned, 
has  been  said  here  many  times  be- 
an   impeccably    sound    balance 
is  more  important  than  current 
which    are    not    always    what 
ey  appear  to  be.  ■ 


277th  COMMON  DIVIDEND 

A  regular  dividend  of  Sixty-four  Cents  (64<?)  per  share  has  been 

declared  upon  the  Common  Stock  of  American  Brands,  Inc., 

payable  in  cash  on  December  2,  1974,  to  stockholders  of  record 

at  the  close  of  business  November  8,  1974.  Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
October  29,  1974 
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Technician's  Perspective 

When  Is  The 
Next  Bull  Market? 

By  John  W.  Schulz 


After  the  stock  market  staged  its 
first  big  rebound  from  the  Oct.  4  lows 
(Dow  573-585)  and  then,  two  weeks 
later,  refused  to  collapse  all  over 
again,  what  every  investor  undoubt- 
edly wanted  to  know  most  was  wheth- 
er the  long  bear  market  was  finally 
over.  It's  easy  to  come  up  with  an 
answer  (though  not  necessarily  a  cor- 
rect one)  if  you  insist  on  taking  a 
dogmatic  view  of  things.  For  exam- 
ple, some  observers  are  convinced 
that  the  October  lows  were  low 
enough  to  discount  all  adversities  ex- 
cept a  1930s-style  depression.  That's 
because  they  are  also  convinced  that 
no  such  depression  is  in  store,  and 
they  argue  that,  for  all  practical  pur- 
poses, the  bear  market  has  had  it. 
Others  are  just  as  convinced  that, 
depression  or  no,  the  stock  market 
still  has  to  face  a  lot  of  shocks  both 
at  home  and  abroad  and  that  it's  nec- 
essary to  assume  the  bear  market  will 
sooner  or  later  go  on  to  new  lows. 

For  my  part,  the  only  answer  I  can 
give  you  is  a  definite  maybe— and  I'm 
not  trying  to  take  the  easy  way  out. 
My  maybe  has  some  degree  of  bull- 
ish bias,  but  I  hasten  to  add  that 
some  of  this  may  stem  from  a  native 
optimism  I  seem  unable  to  shed. 
Speaking  as  objectively  as  I  know 
how,  there  simply  seems  not  to  be 
enough  hard  evidence  on  which  to 
base  a  solid  conviction,  one  way  or 
the  other.  To  be  sure,  we  can  point 
to  a  good  many  technical  symptoms 
that  appeared  near  past  bear-market 
lows  and  showed  up  again  as  stock 
prices  headed  toward  last  month's 
lows.  But  other  telltales  were  glaring- 
ly absent,  especially  those  that  indi- 
cate ill-timed,  final-phase  panic  and 
aggressive  bearish  speculation  among 
small  public  investors.  Perhaps  these 
are  still  to  come  at  some  future  new 
bear-market  low.  Perhaps,  on  the  oth- 
er hand,  they  just  can't  be  expected 
to  materialize,  because  this  bear  mar- 
ket has  been  so  different  from  mod- 
ern precedent. 

After  all,  the  "public"  has  been 
playing  a  notoriously  shrinking  role 
in  the  stock  market  during  recent 
years,  so  it  may  have  been  unrealis- 
tic to  insist  on  seeing  public  panic 

Mr.  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 
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touched  off  by  the  panic-like  institif- 
tional  selling  that  marked  much  of 
the  market's  dive  to  the  October  lows. 
As  for  the  conspicuous  absence  of 
stepped-up  short  selling  while  prices 
were  falling,  that  may  have  been 
traceable  largely  to  the  organized 
auction  market  for  call  options,  in 
existence  only  since  April  1973,  where 
traders  can  operate  without  having 
to  borrow  stock  or  wait  for  upticks 
(as  short  sellers  of  stock  must) . 

At  any  rate,  this  bear  market  has 
been  not  just  different  in  character 
but  much  longer  and  deeper  than 
any  other  in  modern  annals:  some  six 
years  for  a  majority  of  stocks,  with  an 
average  drop  of  roughly  70%  in  the 
Value  Line's  unweighted  composite 
price  index.  So,  if  you  stop  to  think 
about  it,  there  really  is  not  too  much 
reason  why  this  bear  market's  final 
bottom  should  be  as  readily  recogniz- 
able as  all  the  other  bear-market  lows 
of  the  post- World  War  II  period.  Nor 
is  there  (in  my  opinion)  a  convincing 
reason  why  it  should  resemble  the 
bear-market  lows  of  this  century's  first 
half,  when  the  public  accounted  for 
most  of  the  trading  and  the  stock 
market  world  lived  by  a  different  set 
of  rules  and  standards. 

What  all  this  boils  down  to  is  that 
it's  neither  possible  nor  sensible  to 
have  a  decided  opinion  about  wheth- 
er the  bear  market  ended  on  Oct.  4. 
On  the  contrary,  it  may  be  much 
more  useful  to  recognize  that  we  may 
be  facing  an  essentially  unprecedent- 
ed situation  and  to  try  coping  with  it 
one  step  at  a  time.  Thus,  it  seemed 
reasonably  clear  at  press  time  that 
the  overall  stock  price  movement  dur- 
ing September-October  was  making 
an  effort  to  stage  an  intermediate- 
trend  reversal  to  the  upside,  which, 
if  successful,  could  carry  the  Dow  in- 
to the  mid-  or  upper  700s. 

At  least  two  developments  ought  to 
favor  this  effort  during  the  visible 
future,  to  wit,  a  continuing  drop  in 
short-term  interest  rates  and  a  revival 
in  the  growth  rate  of  the  money  sup- 
ply. At  a  minimum,  these  two  factors 
ought  to  help  the  stock  market  hold 
its  ground  above  the  October  lows. 
If,  in  addition,  indications  should  de- 
velop during  the  weeks  ahead  that  the 
rate  of  inflation  were  about  to  subside, 


the  risk  of  an  early  collapse  to  new 
bear-market  lows  would  presumably 
diminish  still  further.  That,  in  turn, 
could  lead  a  growing  number  of  in- 
vestors to  think  that  the  Oct.  4  lows 
will,  after  all,  prove  to  be  the  end  of 
the  long-lived  1968-74  bear  market. 
The  resulting  improvement  in  senti- 
ment could  lead  investors  to  accept 
the  currently  prevailing  economists' 
party  line,  which  is  that  the  economy 
will  be  ticking  up  again  during  the 
second  half  of  1975. 

Time  Is  Needed 

This,  in  rough  outline,  is  the  sce- 
nario which  makes  me  suspect  that 
the  bear  market  did  end  on  Oct.  4.  It 
is,  of  course,  tempting  to  carry  this 
suspicion  one  step  further  and  to  con- 
clude that  the  same  scenario  implies 
a  new  bull  market  has  begun.  The 
conclusion  may  indeed  be  correct  in 
the  broadest  sense  and  in  a  very  long- 
term  perspective,  but  for  practical 
purposes  I  question  that  it  needs  to 
be  drawn  just  now.  It  strikes  me  as 
much  more  useful  at  this  point  to  as- 
sume that  the  process  of  reversing  a 
six-year  bear  market  is  more  likely 
to  be  very  protracted  and  intermit- 
tently painful. 

To  put  it  differently,  it  ought  to 
take  more  than  a  few  months,  pos- 
sibly even  a  few  years,  to  build  a 
base  for  the  next  long-term  bull  mar- 
ket, considering  the  damage  done  by 
the  bear  market  not  only  to  investors' 
sense  of  wealth  and  security  but  also 
to  the  investment  philosophies  on 
which  that  sense  of  wealth  and  se- 
curity was  built  in  the  first  place.  It 
ought  to  take  a  good  deal  of  time  to 
digest  the  trauma  of  the  price  col- 
lapse and  then  still  more  time  for 
some  new  conventional  investment 
wisdom  to  jell  in  the  stock  market. 
Any  such  period  seems  unlikely  to  be 
one  of  smooth  sailing  along  an  up- 
ward price  trend.  More  probably,  it 
would  be  a  period  of  comparatively 
wide  and  volatile  price  fluctuations. 

To  be  more  specific,  what  I  am 
thinking  of  is  the  possibility  of  a 
long-term  base  unfolding,  say,  under 
Dow  800.  If  the  Oct.  4  lows  hold, 
this  base  would  have  scope  for  ad- 
vances ranging  up  to  almost  40%  and 
for  declines  of  25%  or  more  in  the 
Dow.  That  is  enough  for  intermediate  , 
up-  or  down-swings  within  the  base 
to  qualify  as  bull  or  bear  markets  by  ' 
"normal"  standards,  without  any  long- 
term  trend  necessarily  being  recog- 
nizable. And  if  the  Oct.  4  lows  are 
broken,  the  same  sort  of  trading- 
range  movement  might  materialize  in 
a  lower  DJI  zone,  possibly  even  with 
still  greater  percentage  swings.  Either 
way,  we  may  be  headed  for  a  very 
lively  time.  ■ 
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^S  How  can  you  plan  for  your  future 
in  these  puzzling  times? 


STake  advantage  of  this  once-a-year 
offer  to  see  United's  48th  annual  look 
into  the  coming  year. 

Forecast ' 

United's  well-known  analysis  of 
the  Stock  Market  and  the  Economy 
in  clear,  unhedged  language, 
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potential,  the  income,  and  risk  in  four 
kinds  of  bonds  and  recommends  5  Bonds  for 
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and  5  Short  Term  Federal  Obligations. 


$2 


Plus  a  4- Week  Subscription  to  United  Reports 
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Market  Trends 


How  To  Be  Bullish  With 
Other  People's  Money 

By  Martin  T.  Sosnoff 


One  morning  as  I  digested  the  pa- 
pers over  breakfast,  I  mused  in  smug 
conceptual  comfort  the  market's  re- 
tracement  of  15  years'  work.  The 
Dow  Jones  index  was  back  to  where 
it  was  when  I  came  into  the  business. 
President  Ford's  multi-point  economic 
program  stared  up  at  me,  a  master- 
piece of  half  measures  and  cowardly 
approaches  to  the  geopolitical  prob- 
lems of  oil  consumption  and  domestic 
inflation.  I  was  rash  enough  to  ex- 
claim that  the  market  would  see 
right  through  such  marshmallowy  pol- 
icy-making and  drop  another  30  points 
on  its  way  to  500. 

Sure  enough,  the  market  fell  7 
points  in  the  first  half  hour.  Then 
there  was  a  strange  lull,  and  the  num- 
bers stood  still  on  the  tape  for  a  few 
minutes.  Suddenly,  a  stream  of  5,000- 
share  pieces  of  every  growth  stock 
known  to  man  was  surging  upward 
with  a  velocity  I  hadn't  seen  since  the 
market  bottom  in  the  summer  of  1962. 
I  couldn't  believe  it.  The  market  was 
doing  what  it  wasn't  supposed  to  do. 
Everyone  who  had  been  close  to  pan- 
icking should  have  been  selling.  In- 
stead, "they"  had  frozen  dogmatically 
into  a  rationalization  that  it  really  was 
too  late  for  selling.  And  then  the 
shorts  had  to  cover.  There  were 
200,000-  to  300,000-share  short  posi- 
tions outstanding  on  every  growth 
stock,  and  if  they  weren't  covered, 
somebody  else  with  buying  power 
would  run  in  the  puniest  of  the  bears. 

Why  should  "they"  let  us  walk 
away  with  all  the  money,  I  thought? 
"They"  were  going  to  hold  on,  for  they 
had  financed  much  of  the  growth  of 
the  industrial  heartland  of  America 
for  much  longer  than  any  of  the  pres- 
ent generation  of  short-sellers  were  op- 
erating. Their  belief  in  growth  and 
dollar  backing  had  sustained  the  coun- 
try's industrialists  in  their  expansion- 
ist dreams.  This  kind  of  thinking  had 
congealed  the  rationalization  that  you 
buy  stocks  at  the  inception  of  reces- 
sions which  can  be  steep  but  are 
short-lived. 

The  market  has  lost  any  pretense 
at  day-to-day  equilibrium,  fluctuating 
daily  15  to  20  points  up  or  down,  de- 
pending  upon    page-one    news.    The 

A  guest  columnist,  Mr.  Sosnoff  is  a  general  partner 
of  Atlanta  Partners,  New  York. 


Fed  seemed  to  be  easing  credit— mark 
'em  up  20.  Simon  and  Greenspan  think 
it  could  be  a  mistake  to  increase  the 
money  supply— take  'em  down  15.  A 
barrel  of  oil  may  be  cut  by  a  dollar- 
take  'em  up  20  points.  There  are  IBM, 
Kodak  and  Xerox  moving  5%  or  more, 
hour  by  hour.  The  accelerating  rate 
of  change  similarly  is  reflected  in  the 
money  market,  where  Treasury  bill 
yields  decline  10%  overnight  and  20% 
in  two  weeks  when  the  Fed  pumps 
a  few  billion  dollars  into  the  system. 
A  daily  hundred  basis-point  move  in 
bonds  is  no  longer  news. 

A  $500-Billion  Loss 

On  the  Big  Board,  the  average 
stock  now  sells  closer  to  $25  a  share 
rather  than  the  50-buck  high  of  early 
1973.  Only  a  handful  of  stocks  trade 
above  $100  a  share,  whereas  hun- 
dreds of  issues  have  broken  down  into 
single-digit  prices.  Almost  $500  bil- 
lion in  value  has  been  dropped  from 
the  Board  since  the  early  1973  high  of 
a  trillion  dollars.  What  does  it  mean? 

By  now,  the  vacuity  of  the  growth 
thesis  for  institutional  investors  has 
come  to  the  attention  of  the  boards  of 
directors  of  establishment  corporations 
whose  money  is  still  at  risk.  But  the 
money  lost  is  other  people's  money, 
and  pension-fund  accounting  only  re- 
quires losses  to  be  averaged  over  15 
years;  there  is  bound  to  be  another  up 
cycle  before  then,  isn't  there?  After  all, 
for  the  market  to  go  down  another 
$500  billion  would  put  it  at  zero. 

What  difference  does  it  make  to 
take  the  money  away  from  Morgan 
and  give  it  to  the  Chase  or  First  Na- 
tional City  Bank;  the  same  kind  of 
guys  buy  the  same  class  of  goods, 
more  or  less,  so  performance  cannot 
vary  greatly.  In  fact,  the  condition  of 
interlocking  directorships  with  the 
country's  largest  banks  liberally  rep- 
resented in  the  boardrooms  has  pre- 
vented anybody  but  the  chief  execu- 
tive officers  from  even  addressing 
themselves  to  the  problems.  For  if  you 
are  tied  to  your  bank  for  a  couple 
hundred  million  in  revolving  credit 
which  really  should  be  funded  into 
equity,  and  your  stock  is  below  book 
value,  you  don't  disturb  banking  rela- 
tionships that  have  been  nurtured  over 
50  years  of  capital  transfusions. 


The  dramatis  personae  in  the  stock 
market  change  from  cycle  to  cycle. 
The  banks  have  played  the  heavy, 
and  their  performance  has  been  so  bad 
the  past  two  years  that  they  are 
locked  into  a  new  role  of  conserving 
at  least  the  cash  flow  of  their  clients, ' 
if  not  their  principal.  Money  manag- 
ers and  analysts  still  refuse  to  accept 
the  reality  that  a  watershed  has  been 
reached  where  there  is  no  sustainable 
demand  side  for  equities  and  that  this 
condition  could  persist  for  many  years. 
The  increasing  number  of  cash  tenders 
by  corporations  for  their  own  stock 
does  suggest  that  the  real  world 
knows  that  the  stock  market  is  un- 
likely to  reflect  going-concern  values. 
There  is  nobody  around  to  buy  value 
unless  instant  liquidity  exists,  too. 
General  Motors'  and  American  Tele- 
phone's yields  trend  toward  being 
competitive  with  30-year  bonds;  their 
stated  book  value  and  future  earnings 
power  no  longer  have  much  relevance. 

The  newly  emerging  spiel  for  mon- 
ey management  in  the  mid-Seventies 
is  bound  to  be  capital  conservation 
and  flexibility.  Investment  managers 
will  talk  about  competitive  rates  of  re- 
turn and  the  capability  they  have  in 
moving  from  stocks  to  bonds  to  mon- 
ey-market instruments  and  even  real 
estate.  The  burials  in  real  estate  for 
institutional  investors  are  bound  to  be 
total.  General  Motors  and  Telephone 
may  come  back,  but  income-produc- 
ing real  estate  has  no  guarantee.  Right 
now,  the  Federal  Reserve  Board  has 
told  the  banks  to  extend  revolving 
credit  lines  to  all  the  Real  Estate  In- 
vestment Trusts  where  half  of  the  out- 
standing loans— nearly  $10  billion- 
has  soured  to  the  point  of  receiver- 
ship. The  level  of  institutional  expec- 
tations must  be  scaled  down  to  actual 
needs  of  pension  funds,  maybe  6% 
to  7%,  and  growthsmanship  will  be- 
come a  luxury. 

The  status  of  high  price/ earnings 
ratio  stocks  in  such  a  stodgy  environ- 
ment is  questionable.  With  no  divi- 
dend protection,  a  corporate  earnings 
foul-up  means  instant  dismemberment. 
Avon,  by  now  a  good  example,  is-  a 
yield  stock  at  10  times  earnings.  In 
the  halcyon  Sixties  we  used  to  extrap- 
olate dividends  of  growth  stocks  five 
years  out  to  see  if  their  yields  would 
be  competitive  with  the  Standard  & 
Poor's  3.5%.  This  kind  of  nonsense 
has  to  disappear  in  a  stop-and-go 
economy,  where  triple-A  new  issue 
utility  bonds  yield  10%  or  better.  It's 
going  to  take  Roid,  Xroxie  and  IBM  a 
long  time  to  catch  up  to  the  rate 
return  action.  That  the  establishment 
growth  stocks  are  much  largei  bn 
nesses  than  they  were  in  the  l'» 
cycle  suggests  maturity  for  some  is 
that  much  closer. 
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With  the  yield  environment  at  9% 
and  not  the  4%  of  the  early  Sixties, 
the  competition  from  fixed-income  se- 
curities cannot  be  dismissed.  If  cor- 
porate earnings  decline  in  1975  much 
more  than  the  standard  forecast  of 
20%,  there  will  be  no  such  thing  as 
earnings  visibility,  even  for  the  estab- 
lishment growth  stocks.  The  nonsense 
of  coupling  the  dividend  with  the 
growth  rate  to  come  up  with  a  the- 
oretical rate  of  return  will  have  been 
forgotten  in  the  scramble  for  the  exits. 

The  discernment  of  who  will  be 
able  to  afford  to  play  is  crucial  to 
speculating  on  the  timing  and  emer- 
gence of  the  new  investment  style  of 
die  mid-Seventies.  I  am  discounting 
Arab  money  coming  into  the  market 
in  any  form  but  direct  investment  in 
nonmarketable  issues  specifically  float- 
ed for  them.  If  you  believe  the  banks 
may  be  forced  to  cut  back  their  top- 
heavy  commitment  to  equities  be- 
cause of  abominable  performance, 
price/  earnings  ratios  are  headed  to- 
ward 12  times  future  year's  esti- 
mated earnings  for  growth  stocks; 
IBM  is  already  there.  This  is  an  earn- 
ings yield  of  8%,  which  offers  a  con- 
ceptual framework  that  is  competi- 
tive with  long-term  interest  rates 
ranging  between  8%  and  10%. 

Who  Cares? 

Earnings,  stories,  price/  earnings  ra- 
tios and  growth  rates  were  all  mean- 
ingless in  the  horrendous  markets  of 
1973-74,  and  they  may  remain  so  for 
much  longer.  A  reading  on  the  mag- 
nitude of  subliminal  bullishness  that 
has  pervaded  the  investment  world  is 
the  extent  of  short  selling  during  the 
worst  bear  market  since  the  '29  crash: 
It  was  infinitesimally  small,  averaging 
about  18  million  shares  monthly,  no 
more  than  half  a  billion  in  market  val- 
ue, and  maybe  half  of  this  was  a  de- 
rivative of  options  hedging  and  spread- 
ing and  arbitrage  transactions.  Half  a 
dozen  money  managers  in  New  York, 
running  private  pools  of  capital, 
probably  accounted  for  most  of  the 
short  selling;  the  rest  of  the  world 
slept  and  played  golf  regularly. 

If  the  market  does  wind  down  an- 
other 20%,  stock  market  yields  will 
have  retraced  the  entire  postwar  ex- 
perience and  again  become  competi- 
tive with  bonds.  For  the  stock  market 
to  base  at  any  level  comparable  with 
bond  yields,  dividends  must  be  am- 
ply covered  by  earning  power  over  a 
full  economic  cycle;  otherwise  there  is 
no  reference  point  and  stocks  can  sell 
where. 

A  dividend  cut  by  General  Motors 
i  1975  is  already  considered  a  pos- 
sibility by  the  market,  the  stock  yield- 
ing over  10%  and  its  coverage  ques- 
tionable. GM  has  been  wasted.  The 


utility  sector  has  been  devastated  by 
the  waning  coverage  of  dividends, 
with  few  takers  of  paper  yielding  12% 
to  13%  and  forced  common  stock  fi- 
nancing well  below  book  value  further 
diluting  earnings.  What  everyone  for- 
got by  concentrating  on  earnings  is 
the  extraordinary  cyclicality  in  price/ 
earnings  ratios  as  well.  Look  what 
happened  in  one  year,  for  whatever 
reason.  The  median  valuation  dropped 
from  46  to  17,  or  63%,  for  a  represen- 
tative group  of  growth  stocks,  with 
very  few  earnings  foul-ups. 

What  does  it  matter  that  IBM  and 
the  rest  have  been  cut  in  half?  The 
stream  of  dividends  and  interest  from 
portfolios  remains  constant,  thus  pre- 
serving established  lifestyles.  Maybe 
Yale  will  have  to  defer  another  gym- 
nasium, but  the  anguish  of  this  mar- 
ket cycle  is  once  removed  from  the 
public  interest  and  certainly  not  a  per- 
sonal thing.  For  the  money  lost  was 
lost  by  proxy.  Institutional  money 
could  wait  out  the  cycle.  Another  was 
bound  to  start  some  time  before  the 
day  of  reckoning.  Why  get  excited? 

If  you  were  the  Ford  Foundation 
or  even  the  Guggenheims,  there  was 
less  bickering  among  the  board  of 
trustees  because  there  was  much  less 
money  to  give  away.  If  you  had  in- 
herited IBM  with  a  $14  cost,  does  it 
matter  much  if  the  stock  closes  at 
160  or  320?  The  only  interrupted 
dream  is  in  the  corporate  executive 
suite  where  option  leverage  has 
been  stillborn  no  matter  how  well  you 
fulfilled  responsibilities.  Does  anyone 
really  care  whether  a  couple  of  hun- 
dred executives  make  it  big? 

The  market  is  desperate  in  its  be- 
lief that  1975  will  be  a  conventional 
economic  downturn  and  that  stock 
prices  have  discounted  all  but  the 
worst  possible  scenarios.  But  the  frag- 
ile nature  of  that  belief  is  seen  in  the 
day-to-day  knee-jerk  responses  to 
page-one  news.  Stocks  have  become 
commodities.  In  the  commodities  mar- 
kets the  professionals  invariably  end 
up  on  the  selling  side,  where  the  car- 
rying costs  are  light.  It  will  take  Wall 
Street  another  five  years  to  appre- 
ciate what  the  time-carrying  cost  of 
stocks  has  been  in  the  Seventies. 

Unless  you  can  live  with  the  high 
level  of  violence  common  to  commod- 
ities markets,  the  only  acceptable 
compromise  is  an  income  orientation 
where  the  rate  of  return  in  dividends 
is  competitive  with  bond  yields.  We 
could  all  end  up  as  dullards,  slipping 
slide  rules  to  determine  whether  we 
should  own  American  Telephone  or 
that  new  issue  2004  debenture  yield- 
ing 9.09%.  This  is  the  meaning  of  a 
zero  growth  Western  world,  a  very 
drab  place  where  the  booze  has  no 
kick  left  in  it.  ■ 


Fidelity^ 
Money  Market 
Fund 

the  one  with  the  check 
redemption  feature. 

Fidelity  Daily  Income  Trust 

offers  to  individuals,  corporations,  institutions, 

and  fiduciaries  — 

•  Participation  in  a  diversified  portfolio  of  high- 
grade  short-term  money  market  instruments 

•  Income  earned  daily,  7  days  a  week 

•  Check-writing  privilege  to  withdraw  funds 
by  redeeming  shares  ($1,000  minimum) 

•  No  minimum  investment  period 

•  No  charge  for  investment 

•  No  charge  for  withdrawal 

•  Minimum  initial  investment  $5,000 

For  further  information  please  write  or  call 
(8  A.M.  to  8  P.M.)  for  a  free  prospectus 

Call  (800)  225-6190 

or  call  collect  (617)  726-0650 

The  Trusl  seeks  as  high  a  level  of  current  income  as  is 
consistent  with  the  conservation  of  capital  and  liquidity 
by  investing  in  certain  money  market  instruments. 

Fidelity  Daily  Income  Trust  35  Congress  Street 
P.O.  Box  832,  Boston,  Mass.  02130  Dept.  FF4-N15 

Please  send  my  free  FDIT  prospectus. 


Name- 


Address. 
City 


Telephone. 


_State 

FIDELITY 


.Zip- 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
/        (305)  821-1150. 


®JI 


Miami  Lakes  Inn 
&  Country  Club 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (Since  1954) 

Write  F.F.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 
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SOUTHERN  NATURAL 
RESOURCES,  INC. 


') 


Birmingham,  Alabama 
Common  Stock  Dividend  No.  6 

A  regular  quarterly  dividend  of  41 '/4 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources,  Inc.,  payable 
December  13,  1974  to  stockholders 
of  record  at  the  close  of  business 
on  November  29,  1974. 

RONALD   L.   KUEHN,  JR. 
Secretary 

Dated:  October  25,  1974 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

INCREASED  DIVIDEND 
The  Board  of  Directors  has  increased 
the  quarterly  dividend  on  the  out- 
standing Common  Stock  to  30  cents 
a  chare  from  the  25  cents  previ- 
ously paid.  A  dividend  at  the  new  rate 
is  payable  on  December  2,  1974  to 
stockholders  of  record  on  November 
12,  1974.  The  transfer  books  will  not 
close. 

October  24, 1974 
RAMSEY   E.   JOSLIN, 
Vice  President-Financial 
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DIVISIONS   NATIONAL  DISTILLERS  PRODUCT S  CO 
U.S.  INDUSTRIAL  CHEMICALS  CO 
BRIDGEPORT  BRASS  CO. 
ALMADEN  VINEYARDS.  INC 
TEXTILE 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  October  17,  1974, 
declared  a  regular  quarterly  divi- 
dend of  twenty-eight  cents  (28«) 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  November  29,  1974,  to 
stockholders  of  record  October  31, 
1974. 

LEROY  J.  SCHEUERM AN 
Secretary  and  Treasurer 

Central  and  South  West 
Corporation 

Wilmington,  Delaware  19899 


Wall  Street  View' 
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The  Election-Year- 
Cycle  Theor> 

By  Robert  Stoval 


The  results  of  the  midterm  voting 
on  Nov.  5  were  foregone  conclusions 
for  the  most  part.  The  elections  two 
years  hence  will,  in  all  probability, 
have  a  much  greater  impact  on  the 
nation  and,  for  many  months  prior, 
on  the  markets.  The  late  humorist 
and  friend  of  Presidents,  George  Al- 
len, long  ago  learned  that  there  is  a 
Presidential-cycle  theory  which  can 
be  a  major  assist  in  developing  strat- 
egies regarding  the  economy  and  the 
stock  market.  The  first  two  years  of  a 
new  President's  term  are  usually  used 
in  effecting  the  changes  the  President 
and  his  party  think  necessary.  The 
least  palatable  policies  are  introduced 
to  the  electorate  during  this  period 
when  the  party  in  power  is  expected 
to  lose  ground  in  the  by-elections 
anyway. 

This  theory  has  worked— not  coin- 
cidentally— since  the  establishment  and 
power  ascendancy  of  the  Federal  Re- 
serve Board.  From  1927  to  1973,  sev- 
en of  nine  economic  peaks  occurred 
in  the  first  year  of  Presidential  terms, 
and  every  bear  market  since  1927  be- 
gan during  the  first  half  of  Presiden- 
tial terms.  There  is  in  my  mind  a 
correlation  between  the  Fed's  dedi- 
cated inflation  fighting  during  the  first 
two  years  of  a  Presidential  term  and 
its  efforts  to  help  the  economic  growth 
rate  in  the  12  to  18  months  just  prior 
to  Presidential  elections.  The  Fed  was 
blamed  for  losing  an  election  in  1960 
and  doesn't  like  to  have  that  happen 
very  often. 

It  may  be  more  than  coincidence 
that  monetary  and  fiscal  policy  fre- 
quently become  expansive  within  the 
12  calendar  quarters  prior  to  a  Presi- 
dential election.  With  a  9-to- 12- 
month  lag  between  expansion  of  the 
money  supply  and  recovery  in  na- 
tional income,  and  the  resulting  im- 
pact on  unemployment  toward  the 
later  months  of.  this  time  frame,  the 
Fed  has  tended  to  reverse  policy  and 
to  expand  the  money  supply  during 
the  second  year  of  presidential  terms. 
The  record  shows  that  the  third  year 
has  been  among  the  strongest  in  mod- 
ern stock  market  history— 1951,  1955, 
1959,  1963,  1967  and  1971  all  being 
good  examples. 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


There  is  reason  to  expect  that  his- 
tory will  repeat  itself.  Most  of  us  car 
recognize  that  the  economy  is  now  ii 
a  recession  which  is  apt  to  persisA 
through  much  of  1975.  As  the  rate  oi  b 
inflation  begins  to  join  interest  rates  in  y 
a  downward  track  and  unemployment  * 
rises,  the  Administration  may  well  enn  ii 
bark  on  expansive  fiscal  and  monetarj  \ 
policies  well  before  midyear  1975  k 
Already  the  stock  and  bond  markets  s 
show  that  investors  feel  more  at  home  it 
in  an  atmosphere  of  recession-fighting  :: 
than  of  inflation-stifling.  Next  yeai  c 
could  continue  in  the  tradition  of  s  ) 
strong  third-year  Presidential  term|  t 
which  is  characterized  by  a  recover  i 
ing  economy,  peaking  unemployment  f- 
improving  profit  trends  late  in  th<P 
year  and  a  much  better  stock  marke» 
tone  anticipating  these  events. 

Record  Earnings 

Fed  Chairman  Arthur  Burns  hat 
said  that  this  recession  is  "different,' 
and  one  need  look  no  further  than 
the  sharply  varied  performances  and 
prospects  of  General  Motors,  thi 
world's  largest  manufacturing  con 
cern,  and  U.S.  Steel  (41),  the  larges 
steelmaking  complex.  The  former 
doing  poorly  while  the  latter  is  en 
joying  record  earnings:  Nine  mon 
results  were  $8.56  a  share  vs.  $4 
a  share  for  1973,  and,  depending 
the  availability  of  coal,  earnings  of 
between  $10  and  $12.50  are  possibl 
for  all  of  1974. 

U.S.    Steel    is    now    achieving    t 
highest  return  (8.5%)  on  sales  of 
domestic,  fully  integrated  compani 
Earning    power    with    capacity    c 
rendy  on  stream  is  close  to  $16 
share.  About  26%  of  operating  incom 
came  from  agricultural  chemicals,  ce 
ment  and  other  materials  last   year. 
These  operations  are  all  doing  well. 

Foreign  steelmakers  are  at  a  dual 
disadvantage:  Dollar  devaluation- 
have  made  their  products  relative! 
more  expensive,  while  sharply  rising 
raw  material  and  energy  costs  ham 
hurt  them  more  than  U.S.  steelmakers 
Also  prospering  is  old  friend  Intel 
lake  (Forbes,  Feb.  15),  which  re 
cently  hit  a  new  1974  high.  It  <l< 
clared  earnings  of  $3.83  for  the  third 
quarter  and  paid  out  an  extra  $1  with 
the  regular  50-cent  dividend.  ■ 
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Readers  Say 

(Continued  from  page  18) 

f  taxing  the  income-producing  peo- 
»les  of  these  countries  almost  out  of 
•xistence  in  order  for  the  government 
o  provide  "free"  medical  and  other 
ervices  is  not  mandatory  charity, 
hen  I  need  a  new  definition. 

-Ted  Holt 
Adel,  Ga. 

)ther  Reasons 

Sir:  It  is  true  that  infant  mortality 
s  lower  in  Britain  than  in  the  U.S. 
nd  that  the  U.S.  spends  more  for 
aedical  care  (Oct.  15).  However, 
nany  more  socioeconomic  elements 
han  medical  care  spending  or  the 
quality"  of  medical  care  influence 
oorbidity  and  mortality  statistics.  For 
jxample,  illegitimacy  and  abortion 
ates  clearly  have  a  role  in  determin- 
ng  infant  mortality  along  with  gen- 
eral income  distribution  patterns. 
).W.  Anderson's  recent  book,  Health 
'are:  Can  There  Be  Equity?  The 
J.S.,  Sweden  and  England,  discusses 
uch  issues  at  length.  One  conclu- 
ion:  ".  .  .  health  services  as  such  have 
ess  influence  on  mortality  rates  than 
general  social  conditions  in  economic- 
lly  developed  countries." 

—John  R.  Virts 

Staff  Economist, 

Eli  Lilly  and  Co. 

Indianapolis,  Ind. 

areat  Cartoonist 

Sir:  Re  "Is  The  Economic  Situa- 
ion  Out  Of  Control?"  (Oct.  J).  That 
14-year-old  cartoon  deserves  a  credit 
ine  to  my  late  father,  Jay  N.  Darling, 
ilias  "Ding." 

—Mary  D.  Koss 
Des  Moines,  Iowa 

Ve're  Bigger 

Sir:  In  your  article  on  Reserve 
rund  (Oct.  J),  you  state  that  "Re- 
erve  Fund  is  the  largest  by  far  of  the 
noney  market  funds.  .  .  ."  Dreyfus 
iquid  Assets,  according  to  statistics 
:ompiled  10  days  prior  to  your  arri- 
ve, exceeded  Reserve  by  $7  million 
n  assets. 

— M.A.  Baxter 

The  Dreyfus  Corp. 

New  York,  N.Y. 

)ne  Traveler  To  Another 

Sir:  I  wish  you  the  best  of  luck  on 
'our  adventure  across  the  Atlantic 
)cean  and  you  have  my  warm  wishes 
or  a  successful  crossing  as  well  as 
:ontinued  success  as  a  magazine 
>ublisher. 

—Henry  A.  Kissinger 

The  Secretary  of  State, 

Washington,  D.C. 
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453th  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  107  Years 

A  quarterly  dividend  ol 
forty-two  and  one-half  cents 
(42,/£tf )  a  share  will  be  paid 
December  13,  1974  to  stock- 
holders of  record  November 
8,  1974. 

SAMUEL   B.    CASEY.   JR. 
President 

M.  W.  Kellogg 
Pullman-Standard 
Pullman  Transport 

Leasing  Company 
Swindell-Dressier 
Trailmobile 

*    *    *    * 

Berry  Metal  Company 
The  Canadian  Kellogg 

Company,  Limited 
Canadian  Trailmobile  Limited 
Computer  Identics  Corporation 
Empresos  Tecnicas  Asociadas 

Pullman,  S.  A.  (Mexico) 
Heat  Research  Corporation 
Kellogg  Continental  6.  V. 
Kellogg  International 

Corporation 
Mahon  Industrial  Corporation 
F.  C.  Torkelson  Company 
Trailmobile  Finance  Company 
Traitor,  S.  A.  (France) 


Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
500  per  Common  Share 

Payable  December  15, 1974 
Record  November  15, 1974 
Declared  October  23,  *974 

Cyril  J.  Smith 
Secretary 


Houston,  Texas  77001 


WHO'S  MAKING! 
A  BUNDLE? 

Case  histories  of  small  businesses  that 
are  rarely  sold.  Exact  profits,  costs  and 
all  starting  details.  Free  informatii 
INSIDER'S  REPORT  8F,  Box  90954 
Los  Angeles  90009  |~ 
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Thanksgiving  for  a  former,  doth 
invite  God  to  bestow  a  second  benefit. 
Robert  Herrick 


Manner  is  everything  with  some  peo- 
ple, and  something  with  everybody. 

CONYERS  MiDDLETON 


Politeness  is  the  chief 
sign  of  culture. 
Baltasar  Gracian 


Good  breeding  is  the  art  of 
showing  men,  by  external  signs,  the 
internal  regard  we  have  for  them.  It 
arises  from  good  sense,  improved 
by  conversing  with  good  company. 
Cato 


A  churlish  courtesy  rarely  comes 
but  either  for  gain  or  falsehood. 
Philip  Sidney 


Who  overcomes  by  force, 
hath  overcome  but  half  his  foe. 
John  Milton 


He  that  complies  against  his  will, 
is  of  his  own  opinion  still. 
Samuel  Butler 


Our  ideas  are  here  today  and 

gone  tomorrow,  whereas  our  feelings 

are  always  with  us,  and 

we  recognize  those  who  feel  like  us, 

and  at  once,  by  a  sort  of  instinct. 

George  Moore 


Good  breeding  differs,  if  at  all, 
from  high  breeding  only  as  it 
gracefully  remembers 
the  rights  of  others,  rather  than 
gracefully  insists  on  its  own  rights. 
Thomas  Carlyle 


None  of  us  can  buy  goodwill; 
we  must  earn  it. 
William  Feather 


Politeness  is  the  hallmark  of 
the  gentle-man  and  the  gentle-woman. 
No  characteristic  will  so  help 
one  to  advance,  whether  in 
business  or  society,  as  politeness. 
Competition  is  so  keen  today, 
there  is  so  much  standardized 
merchandise,  so  many  places 
where  one's  wants  can  be  supplied, 
that  the  success  or  failure 
of  a  business  can  depend 
on  the  ability  to  please  customers 
or  clients.  Courtesy  costs  nothing, 
but  can  gain  much,  both  for  an 
individual  and  an  organization. 
B.C.  Forbes 


Dissembling  courtesy! 
How  fine  this  tyrant  can  tickle 
when  she  wounds! 
Shakespeare 


We  come  into  this  world  crying 
while  all  around  us  are  smiling. 
May  we  so  live  that  we  go  out  of 
this  world  smiling  while  everybody 
around  us  is  weeping. 
Persian  Proverb 


Thanksgiving  isn't  the  only  day 
that's  devoid  of  gratitude. 
Arnold  Glasow 


Whoever  pays  you  more  court 
than  he  is  accustomed  to  pay, 
either  intends  to  deceive  you  or 
finds  you  necessary  to  him. 
John  Courtenay 


A  proud  man  is  seldom 
a  grateful  man,  for  he  never  thinks 
he  gets  as  much  as  he  deserves. 
Henry  Ward  Beecher 


Good  manners  are,  to  particular 
societies,  what  good  morals  are 
to  society  in  general: 
their  cement  and  their  security. 
Lord  Chesterfield 


It  is  easy  to  find  fault, 
if  one  has  that  disposition. 
There  was  once  a  man  who, 
not  being  able  to  find  any  other 
fault  with  his  coal,  complained 
that  there  were  too  many 
prehistoric  toads  in  it. 
Mark  Twain 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


He  who  endeavors  to  please 
must  appear  pleased. 
Samuel  Johnson 


Pleasing  ware  is  half  sold. 
George  Herbert 


A  Text .  .  . 


Sent  in  by  Mrs.  Edward  A.  Harmon, 
Upper  Montclair,  N.J.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  pre- 
sented to  senders  of  texts  used. 


Put  ye  in  the  sickle,  for  the  han  <  8t 
is  ripe:  come,  get  you  down;  for  the 
press  is  full,  the  vats  overfloti . 

Joi  i 
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Resisting  The  Pressure  On  Profits 


pear  trees. 


Give  Old  Grand-Dad 


Head  of  the  Bourbon  Family 

Kentucky  Straight  Bourbon  Whiskeys.  86  proof  and  100  proof       tiled  m  Bond.  Old  (irand  Dad  DistilJery  Co..  Frankfort,  Ky.  40601. 


There's  a  better  way  to  raise  wages 
than  a  minimum-wage  law 


Impatience  is  an  American  fault  —  we  try  to  do  things  too  fast,  too  easily. 
Increasing  the  minimum  wage  (by  law)  decreases  the  number  of  jobs  (by 
economics). 

Every  wage  is  a  trade  —  my  production  for  your  wage  dollars.  If  I 
cannot  produce  enough  goods  in  one  hour  for  you  to  sell  for  more  than 
$2.00  (January  1,  to  be  $2.10)  you  simply  can  not  hire  me.  No  law  can 
force  you  to,  because  you  would  soon  be  out  of  business,  providing  no  jobs. 

But  there  is  a  way  to  do  it  (and  we  all  want  it  done).  Train  me  to 
produce  enough  to  be  worth  $2.00,  and  provide  me  with  modem  machines 
that  make  it  possible  for  me  to  produce  that  much. 

It  may  take  time,  but  —  let's  be  honest  —  it  is  the  only  way  it  can 
be  done. 


hat  cut.... 

"ou  say  *.    . 
-*  the 


Warner  &  Swasey's  Manchester  Division  offers  metal- 
working  plants  lower  cost  per  cut  in  cutoff,  grooving 
and  trepanning.  A  face  grooving  operation,  using  a 
Manchester  carbide  grooving  tool,  is  shown  here. 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


R0DUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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TO  BE  INTIMIDATED 

OR 
OT  TO  BE  INTIMIDATED  ? 


—  THAT  IS  THE  QUESTION 


,iiTi»iD«n0N 


IF  YOUR  DAY-TO-DAY  ACTIVITY  INCLUDES  DEALING  WITH  BANKS, 
JSURANCE  COMPANIES,  GOVERNMENTAL  REGULATORY  AGENCIES,  OR 
TTORNEYS,  AMONG  OTHERS... 

IF  IT  INCLUDES  NEGOTIATING  DEALS,  WHETHER  SUCH  DEALS  INVOLVE 

E  ACQUISITION  OF  A  $100  MILLION  COMPANY  OR  THE  PURCHASE  OF 
SMALL  BUSINESS;  SECURING  LONG-TERM  FINANCING  FOR  A  MAJOR 

RPORATION  OR  OBTAINING  A  RELATIVELY  SMALL  BANK  LOAN;  DISPOSAL 
'F  A  LARGE  BLOCK  OF  STOCK  TO  A  BIG  INSTITUTIONAL  CLIENT  OR  THE 
ALE  OF  100  SHARES  TO  AN  INDIVIDUAL  CUSTOMER;  FINALIZING  A  50- 
TORY  OFFICE  BUILDING  TRANSACTION  OR  LEASING  A  NEIGHBORHOOD 
OMMERCIAL  BUILDING... 

WE  STRONGLY  RECOMMEND  THAT  YOU  READ  THIS  BOOK  BEFORE  YOUR 
NEXT  MEETING. 

And  that  includes  the  Chairman  of  the  Board  of  General  Motors.  Had  he  read  WINNING 
THROUGH  INTIMIDATION,  he  would  not  presently  be  in  the  ludicrous  position  of  having 
people  sitting  on  his  Board  whom  he  has  no  need  for,  and  Ralph  Nader  would  probably  be 
running  a  harmless  little  law  practice  in  Duluth,  Minnesota. 

Because  of  the  very  fact  that  you're  a  successful  person,  you  may  not  even  be  aware 
that  you  are,  on  occasion,  being  subtly  intimidated.  You  may  only  recognize  the  result:  A 
loan  that  isn't  granted,  an  acquisition  that  falls  through,  an  insurance  policy  that's  rejected, 
a  real  estate  sale  that  blows  up— in  short,  a  deal  that  doesn't  close! 

WINNING  THROUGH  INTIMIDATION,  an  expensively  illustrated,  beautifully  bound 
238-page  hard-cover  book,  explains— in  terms  candid  enough  to  make  you  wince  at  times— 
what  intimidation  is,  why  you  become  intimidated,  and  how  you  can  avoid  the  mental  lapses 
that  cause  even  the  most  successful  people  to  inadvertently,  and  unknowingly,  become 
intimidated  at  times. 

Intimidation  is  the  common  thread  that  runs  through  every  business  transaction, 
regardless  of  the  size  of  the  deal.  After  clearing  away  all  of  the  academic  nonsense- 
all  of  the  irrelevant  fat—  intimTdation  is,  plain  and  simple,  the  crucial  factor  that  decides  the 
outcome  of  most  business  affairs. 

ASE  IN  POINT... THE  ATTORNEY:  MASTER  INTIMIDATOR/MASTER  DEAL-KILLER 


Have  you  ever  had  a  deal  blow  up  solely 
ecause  of  an  attorney?  Kind  of  a  silly  ques- 
w,  isn't  it?  WINNING  THROUGH  INTIMI- 
ATION  explains,  in  vivid  detail,  how  to 
andle  this  master  intimidator. 

There  is  no  way  that  any  attorney  worth 
is  salt  is  going  to  just  sit  back  and  allow  a 
eal  to  close  without  at  least  putting  up  a 
ght  In  fact,  many  attorneys  subconsciously 
elieve  that  their  survival  depends  upon 


their  ability  to  kill  deals  (could  they  be  right?) 

Regardless  of  what  business  you're  in, 
you  must  face  the  reality  that  attorneys  have 
been,  are,  and,  unfortunately,  probably 
always  will  be  a  major  obstacle  in  just  about 
every  significant  business  transaction  that 
takes  place  (unless  the  business  world  as  a 
whole  can  somehow  get  it  through  its  head 
that  a  lawyer  is  nothing  more  than  a  college 
graduate  with  a  special  diploma  granting  him 


the  right  to  openly  practice  intimidation) 
If  you  wish  to  avoid  being  caught  off 
guard,  you  must  develop  specific  techniques- 
like  those  outlined  in  WINNING  THROUGH 
INTIMIDATION— for  protecting  your  flanks 
from  the  deal-killing  expertise  of  the  other 
side's  attorney 

...so  much  for  the  legal  counselor.  He  is 
just  one  of  the  many  realities  fully  exposed 
for  the  first  time  in  WINNING  THROUGH 
INTIMIDATION. 


Regardless  of  your  business,  there  is, 
bove  all,  one  reality  that  you  should 
ice  up  to  right  now:  "The  results  a 
erson  obtains  are  inversely  propor- 
onate  to  the  degree  to  which  he  is 

Umidated.  It's  not  what  you  say  or  do 
pat  counts,  but  what  your  posture  is 
•hen  you  say  or  de  it." 

If  you  need  the  realities  exposed  in 
/INNING  THROUGH  INTIMIDATION, 
ou'll  find  that  there  will  be  fewer 
ccasions  when  you'll  be  scratching 
our  head  and  trying  to  figure  out  why 

deal  that  was  seemingly  "in  the  bag" 
nded  up  not  closing. 
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Smart  companies  are  finding  out 
where  there's  smoke  there's  money. 


Exhausts  and  smoke  may  mean 
plain  old  pollution,  waste,  and  costly 
raw  materials  used  and  burned  up. 

Like  gasoline  in  the  petrochemical 
industry. 

Or  ammonia  in  the  textile  and 
metallurgical  industries. 

But  what  if  we  told  you  that 
Grumman  Ecosystems  is  finding 
ways  to  recover  these  waste  gases 
for  re-use.  Recovering  them  by  re- 
liquefying  them  back  into  gasoline 
and  ammonia.  To  the  tune  of  thou- 
sands of  gallons  a  year.  So  that  what 
was  once  waste  and  pollution  can 
now  be  actual  liquid  assets:  gasoline 
and  ammonia.  And  money  for  your 


company  All  of  which  are  presently 
just  going  up  the  stack. 

Our  AM-REC  proprietary  am- 
monia recovery  system  can  pay  for 
itself  in  less  than  two  years.  And  a 
typical  VAPO-REC  gasoline  vapor 
recovery  system  for  a  fuel  transfer 
station  can  recover  10,000  gallons  a 
year  or  more  of  valuable  gasoline 
that  would  otherwise  be  wasted  in 
the  air  in  violation  of  Environmental 
Protection  Agency  guidelines. 

Your  company  can  profit  by  more 
than  mere  recovery.  We  can  lower 
raw  matenals  costs,  reduce  disposal 
headaches,  and  provide  an  efficient 
way  to  meet  government  standards 
for  now  and  the  years  to  come.  And 
conserve  our  valuable  natural 
resources. 

Incidentally,  if  you  already  have  a 
clean  exhaust  but  need  a  new  stack, 
our  Power-Pac  stacks  are  factory- 
built  and  refractory -lined  for  long 
life  and  reliability. 


Grumman  Ecosystems.  The  p 
tical,  down-to-earth  method  of  rr 
ing  what  would  be  waste  and 
pollution  pay  off  for  you. 

Most  people  know  us  for  relia 
and  high  performance  in  aerosp 
That  same  uncompromising  que 
goes  into  a  broad  range  of  consi 
and  technological  products  and 
services.  From  environmental 
systems,  van  bodies,  buses  and 
specialized  vehicles,  to  pleasure  \ 
boats,  corporate  jets,  business  ai 
agricultural  planes,  military  aircr. 
and  space  vehicles,  data,  pollutic 
control,  health,  and  hospital  syste 

When  it  comes  to  practically 
anything,  Grumman  has  it.  And  tl 
not  just  a  lot  of  gas.  Grumman 
Corporation,  Bethpage,  New  Yor 
11714. 

GRUMMA 
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Building  Bridges—In  Arabic 

If  the  Free  World  is  to  avoid  a  crackup  of  1930s-like  proportions,  some 
way  must  be  found  to  put  back  into  circulation  the  tens  of  billions  of 
dollars  that  are  flowing  to  the  oil-producing  nations.  As  things  now  stand, 
there  is  no  possible  way  for  the  oil-rich  states  to  spend  all  the  money, 
either  on  consumer  goods  or  on  capital  goods.  Their  economies  are  nei- 
ther big  enough  nor  developed  enough  to  absorb  so  much  money  so  soon. 
A  cut  in  the  price  of  oil  would  lessen  the  problem,  but  would  not  elim- 
inate it. 

The  only  near-term  solution  is  for  the  oil  countries— Saudi  Arabia  and 
Kuwait  in  particular— to  invest  huge  quantities  of  money  in  other  coun- 
tries. Some  of  this  money  will  be  invested  in  the  U.S.— much  more  will  be 
invested  elsewhere,  but  in  cooperation  with  U.S.  industry  and  U.S.  tech- 
nology. Investment  requires  confidence,  trust,  mutual  knowledge.  Confi- 
dence, trust  and  mutual  knowledge  are  in  short  supply.  For  one  thing, 
the  Arabs  do  not  know  enough  about  us,  nor  we  enough  about  them. 

In  a  modest  way,  Forbes  proposes  doing  something  about  all  this.  Early 
next  year  there  will  appear  the  first  annual  Forbes  report  on  the  500 
largest  American  corporations— in  Arabic.  It  will  be  a  statistical  and  de- 
scriptive summary  of  U.S.  business.  Like  Forbes  here,  it  will  not  be  aimed 
at  a  mass  market.  It  will  be  aimed  at  the  sophisticated,  economically 
powerful  people  in  the  Middle  East  who  must  in  the  years  to  come  make 
business  and  investment  decisions  involving  hundreds  of  billions  of  dollars. 

The  FoRBES-500-in-Arabic  project  is  under  the  direction  of  Senior  Ed- 
itor James  Cook.  The  complex  planning  for  the  printing  and  distribution 
of  the  issue  is  being  handled  by  our  veteran  Director  of  Production,  John 


•In  Arabic:  Forbes 

Romeo,  who,  with  Cook  and  our  Arab  consultants,  is  making  a  series  of 
trips  through  the  Middle  East. 

The  logistics  of  the  500-in-Arabic  are  extremely  complicated.  The  statis- 
tics and  the  articles  are  being  prepared  in  New  York.  The  statistics  will 
be  rendered  here  into  Arabic  numerals— which  are  quite  different  from 
what  we  call  Arabic  numerals.  The  articles  will  go  to  Cairo  for  transla- 
tion. While  Forbes'  Arab  consultants,  chief  of  whom  is  Mohamed  Habib, 
head  of  Washington,  D.C.'s  Middle  East  Services,  check  on  one  set  of 
translations  here  in  the  U.S.,  another  set  will  be  sent  to  Beirut,  where  type 
will  be  set  and  the  issue  printed. 

Once  printed,  the  magazine,  about  150  pages,  will  be  distributed  to  ap- 
proximately 25,000  business,  government  and  opinion  leaders  throughout 
the  Arab  world— stretching  from  Morocco  in  the  west  to  the  Arabian  Gulf 
and  the  Gulf  of  Oman  in  the  east— and  elsewhere. 

We  have  been  asked  many  times:  "Why  publish  in  Arabic  when  so  many 
of  the  influential  Arabic  people  are  fluent  in  English?"  Our  answer  is  very 
simple:  There  are  many  influential  Arabs  who  do  not  know  English  well 
and  there  are  many  more  who  feel  more  comfortable  in  their  own  lan- 
guage than  in  a  foreign  one. 

Aware  of  the  dangers  of  war  and  of  the  still  wide  gulf  between  the  U.S. 
and  Middle  Eastern  countries,  we  are  convinced  that  bridges  must  be  built 
if  we  are  all  to  live  in  peace  and  if  trade  is  to  flourish.  In  our  small  way, 
we  hope  to  contribute.   ■ 
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Meet  i  ng  of  m  i  nds  Many  of  the 

world's  greatest  minds  meet  in  Santa  Barbara 
because  of  its  creative  environment.  The  climate 
—  intellectual  and  otherwise,  the  scenic  beauty, 
relaxed  lifestyle  and  wide  range  of  year-round  rec- 
reational and  cultural  activities  add  up  to 
achievement.  Over  7,000  resort  hotel/motel 
accommodations  plus  fine  meeting  facilities. 
Airline-serviced  and  only  90-freeway  miles  from 
Los  Angeles.  Contact  Santa  Barbara  Conference 
and  Convention  Bureau,  P.O.  Box  299-H,  Santa 
Barbara,  CA  93102,  (805)  965-3021. 


LARGE  CASH  RETURN 
from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


Trends  &  Tangents 


Foreign 


Sawy  Salvage 

Working  against  sharks  and  Bed- 
ouin snipers,  Travelers  Insurance  Co. 
has  managed  to  salvage  a  clrilling  rig 
that  nobody  else  wanted  to  bother 
with;  now  it  stands  to  make  a*  siz- 
able sum  for  its  efforts.  The  rig, 
grounded  in  1973  in  the  Arabian  Sea 
off  the  coast  of  Oman,  had  been  de- 
clared a  total  loss  by  Lloyds  of  Lon- 
don, which  had  insured  the  bulk  of 
it,  and  was  also  abandoned  by  the 
lessee,  Tenneco  Oil  Co.  This  left  it  to 
anyone  who  could  patch  it  up  and 
tow  it  away.  Travelers,  which  had 
written  coverage  on  only  two  pieces 
of  equipment  on  the  rig,  arranged  to 
do  the  job  in  a  joint  venture  with  the 
government  of  Oman.  The  rig  has  now 
been  towed  to  Muscat,  the  capital, 
and  partially  refurbished.  Total  cost: 
under  $1  million.  Its  as-is,  where-is 
price:  $5  million. 

Combo  Game 

Both  rare  stamps  and  gold  have 
been  widely  touted  as  inflation  pro- 
tection; now  some  slick  entrepreneurs 
on  the  island  of  Staffa,  off  the  coast 
of  Scotland,  have  combined  the  two 
by  producing  a  'limited"  number  of 
23-karat  gold  postage  stamps  at  $20 
each.  The  prospective  market?  The 
first  13  will  feature  the  seals  of  the 
original  13  American  colonies. 


Business 


Everybody's  Cars 

A  new  boxcar  cooperative  offers 
the  first  hope  of  solving  the  peren- 
nial railroad  problem  of  empty  car 
returns.  The  first  of  a  fleet  of  10,000 
boxcars  have  been  delivered  to  the 
American  Railroad  Box  Car  Co., 
called  Railbox  in  the  industry,  and 
are  ready  to  shuttle  endlessly  along 
the  38  participating  railroad  lines 
with  continuously  full  loads.  Since  the 
pool  of  cars  is  owned  by  a  separate 
company  and  leased  out,  the  cars  are 
not  subject  to  rules  requiring  they  be 
returned  to  the  owning  railroad  after 
each  mission. 

Cash  From  China 

Restaurant  owners  and  managers 
of  like  enterprises  have  had  a  break 
from  the  Internal  Revenue  Service.  Un- 
der a  new  depreciation  procedure 
("Rev.  Proc.  74-31"),  so-called  "ser- 
vice" assets  like  silverware,  glassware 
or  linens  can  be  written  oil  oxer  two 
or  three  years  instead  of  the  previous 


period  of  eight  to  12  years.  The  bi 
gain,  of  course,  is  greater  cash  flrji 
from    depreciation.    For    instance, 
restaurateur  with   $20,000   worth 
china  has  had  to  depreciate  it  ovc   „., 
at    least    eight   years,    at    an    annus 
rate   of   $2,500.    Now   the   same   as 
sets  can  be  written  off  in  as  little 
two  years,  with  depreciation  runnin 
at  $10,000. 


Washington 
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Dial  A  Regulation 

Uncle  Sam's  daily  diary,  the  Fed 
eral     Register     (subscription     price 
$45  per  year),  has  grown  so  fat  tha  ; 
this  year  it  will  hit  50,000  pages,  ai 
increase  of  250%  in  just  three  years  , 
So  bloated  is  the  register,  in  fact,  that 
there  is   now   a  telephone   summarj  e 
that  can  be  heard  one  day  prior  t(  $, 
publication  (202  523-5022).  But  any  ,- 
one  who  decides  to  call  should  expect  ► 
variety  rather  than  excitement.  A  re 
cent   day's   offering   carried   news   ol 
the  issuance  of  a  Presidential  memo- 
randum on  the  sale  of  wheat  and  ria 
to  Syria,  a  Food  and  Drug  Adminis- 
tration order  on  safety  tests  for  influ 
enza  vaccine,  and  proposals  from  the 
Atomic    Energy   Commission   on   th( 
physical  protection  of  nuclear  power 
plants  and  materials.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 


NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American    and    foreign    orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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Readers  Say 


Different  Context 

Sir:  Treasury  Secretary  Simon's 
oposed  brinksmanship  over  petro- 
jlkrs  (Nov.  15)  would  have  been 
?ry  sound  in  the  context  of  Ameri- 
in  business,  but  it  was  not  in  the 
orld  of  international  and  Mideast 
clitics  and  diplomacy.  True,  the  oil 
utel  would  collapse  if  Italy  col- 
psed  and  was  thus  unable  to  buy 
ly  more  petroleum.  But  would  the 
rabs  have  realized  that  in  time? 
/ith  countries  such  as  Italy  we're 
Jking  about  weeks  and  months,  not 
ars.  The  Arabs  may  eventually 
>me  around  to  Simon's  way  of  think- 
ig.  But  in  the  meantime,  the  West's 
aancial  system  was  just  much  too 
laky  to  risk  letting  "nature  take  its 
?urse."  That's  why  the  Kissinger 
ew  of  more  direct  action  by  the  U.S. 
apparently  won  out. 

—William  W.  Webb 
Los  Angeles,  Calif. 

ilent  Sitters 

Sir:  Re  broker  Hummer's  silly  re- 
arks  that  he  hasn't  heard  small  in- 
estors  complain  about  high  commis- 
on  rates  (Readers  Say,  Nov.  15). 
n't  our  sitting  on  the  sidelines  loud 
nough? 

—Joseph  Baker 
New  York,  N.Y. 

taying  In  The  Business 

Sir:  Your  story  on  Control  Data 
Nov.  15)  is  wrong  in  one  major  re- 
ject: We  are  not  going  out  of  the 
usiness  of  manufacturing  computer 
lainframes.  The  story  does  quote  me 
orrecdy  in  saying  that  the  end  of 
le  cosdy,  singular  development  proj- 
ct  with  Union  Bank  of  Switzerland 
larks  the  end  of  an  era.  We  will  not 
ngage  in  contracts  for  computers  re- 
hiring large  development  efforts  in 
he  future.  However,  to  link  that  can- 
ellation  to  our  big  STAR- 100  com- 
uter  makes  no  sense  at  all.  The 
TAR  is  being  delivered  to  customers 
ow  and  in  1975  will  enter  our 
]YBNET  data  services  where  its  un- 
urpassed  power  will  serve  hundreds 
f  customers'  needs. 

—William  C.  Norris 

Chairman, 

Control  Data  Corp. 

Minneapolis,  Minn. 

ripping  With  Pulsar 

Sir:  Pulsar  may  be  "The  Trip" 
Fact  &■  Comment,  Oct.  15),  but  I 
vould  like  to  touch  on  two  points. 
Vhile  some  may  find  it  difficult  to 
ead  the  time  display  in  bright  sun- 
(Continued  on  page  95) 
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Facts  for  your  portfolio  on 


FERRO 


Ferrosets 
new  sales  records 
for  nine  months 
and  third  quarter. 


•  Consolidated  net  sales  for  the  nine  months  ended 
September  30,  1974  were  a  record  $229.2  million 
...  a  22.6%  increase  over  the  same  period  in  1973. 

•  Nine-month  earnings  from  continuing  oper- 
ations, before  exchange  gains,  increased  23.1%  to 
$3.51  per  share  compared  with  $2.85  per  share 
during  the  same  period  of  1973.  However,  the  loss 
from  the  operations  of  Jones  Homes,  Inc.  and  its 
disposal  reduced  these  1974  earnings  by  41  cents 
per  share  to  $3.10. 

•  Consolidated  net  sales  for  the  three  months  ended 
September  30,  1974  were  a  record  $82.4  million . . . 
a  26.3%  increase  over  the  same  period  in  1973. 

•  Net  income  per  share  for  the  third  quarter  of  1974 
was  $1.26...  a  16.7%  increase  over  the  $1.08 
recorded  during  1973.  However,  net  income  from 
continuing  operations  before  exchange  gains  was 
$1.26  per  share... a  38.5%  increase  over  the  91 
cents  recorded  in  the  same  period  of  1973. 

Ferro  produces  specialty  materials  for  the  chemical, 
plastic  and  ceramic  industries  in  17  countries 
throughout  the  world.  During  1973  Ferro  achieved 
record  sales  of  $256  million  and  earnings  of  $3.67 
per  share. 

For  detailed  information  on  Ferro,  write  for  our 
1974  Profile  and  latest  financial  report:  Dept. 
F-1201,  One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


® 


FERRO 

CORPORATION 


Sheiwin-VWlMama 
We  always  had  substance. 
Now  we  have  style,  too. 


We  think  you're  going  to  like  our  style. 

You'll  see  it  on  everything  we  touch.  And  we're  into 
lots  of  things  that  touch  people's  lives. 

We're  big  in  paints,  of  course.  The  biggest,  in  fact. 
But  we're  so  much  more. 

We're  one  of  the  biggest,  most  successful  retailers 
in  the  country,  with  over  1700  stores  coast-to-coast. 

And  in  these  stores,  we  sell  a  wide  variety  of 
carpeting.  Imagine  1700  stores  selling  carpeting, 
profitable  carpeting.  We  sell  wallcoverings,  more  than 
anybody  else.  Draperies,  too,  at  many  of  our  stores.  Not 
to  mention  paints. 

Which  we  tie  in  all  together  with  free,  expert 
decorating  advice.  No  wonder  business  in  our  stores  has 
been  so  good. 

We're  doing  everything  with  style.  And  if  you're 
looking  for  substance,  get  a.  copy  of  our  annual  report. 
Which  you'll  receive  by  request  from  J.F.  Cole,  The 
Sherwin-Williams  Company,  Box  F124, 101  Prospect 
Avenue,  N.W.,  Cleveland,  Ohio  44115. 


Helps  you  do  it  all. 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


COAL  STRIKE  NOT  ALL  BAD 


Maybe,  if  you  think  about  it,  we  shouldn't  get  in  such 
an  uproar  over  the  coal  strike. 

Something  has  to  awaken  all  of  us  to  the  fact 
that  we  are  going  broke  using  oil  in  unaffordable 
quantities. 


freeze  on  again  so  soon.  After  all,  in  a  matter  of  12  or 
24  months  they'll  have  enough  money  to  own  most  of  the 
world's  business,  anyway. 

If  the  Arabs  are  too  smart  to  bring  us  up  sharp  again 
soon,  the  coal  miners  may  have  done  the  American  people 


The   oil-producing   countries   are   too   smart   to   put   a      that  favor. 

ONE  ANSWER  TO  THE  OIL   PROBLEM  IS  SO  OBVIOUS 


and  so  simple— 

Appreciably  reduce  consumption. 

France  did  it  one  way,  cutting  arbitrarily  by  10%  the 
amount  that  country  will  pay  for  oil  imports. 

Britain's  done  it  another  way,  tripling  \Js  already  high 
tax  on  gasoline. 

We'd  better  prompdy  slap  a  sizable  tax  on  gasoline— 
and  not  any  weasely-measly  10  cents  a  gallon  but  at  least 
50  cents  a  gallon.  To  make  it  equitable,  everyone  could 
get  an  income  tax  deduction  or  a  cash  rebate  on  250 
gallons  or  so  annually. 

Such  a  price  jump  would  appreciably  cut  gasoline 
waste;  encourage  the  manufacture  of  lighter,  less  fuel- 
consumptive  *  autos    without    Washington    mandating    it; 


would  do  much  to  replace  the  present  hemorrhaging  in 
our  trade  balance.  By  thus  keeping  up  the  price  of  gas, 
no  matter  what  the  Arabs  do  to  the  price  of  oil,  the  de- 
velopment of  our  coal  reserves  and  exploration  into  solar, 
geothermal  and  other  energy  sources  would  be  accelerated. 

It's  about  time  President  Ford  woke  up  to  the  fact  that 
the  vast  majority  of  the  American  people  realize  the 
need  for  this  step  and  are  willing  to  accept  it.  A  recent 
Sindlinger  poll  shows  that  65%  of  the  people  would  be 
willing  to  pay  as  much  as  a  dollar  a  gallon  for  gasoline 
if  that's  what  is  required  to  make  the  U.S.  independent 
of  Arab  oil. 

Sometimes  Presidents  are  supposed  to  be  ahead  of,  not 
behind,  the  people  of  the  nation  they  head. 


CURING  THE  SUGAR  SHORTAGE 


and  bringing  down  the  present  ridiculous  prices  should 
be  nowhere  near  as  tough  as  accomplishing  the  same 
with  oil. 


We're  all  being  rapidly  price-forced  into  using  less. 
As   a   result   we   will   all   be   far   healthier   and   a   bit 
wealthier. 


KISSINGER  DOES   MORE  FOR  HIS  COUNTRY 

in  one  trip  than  most  any  or  all  of  his  carping  critics  contribute  to 
the  country's  weal  in  a  lifetime.  In  addition  to  his  pizzazz  and 
perception,  it's  his  Svengaliability  that  most  intrigues  the  Arabs 
and  reassures  the  Israelis  that  they  won't  be  done  in  by  naivete. 
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A  DOODLE  THAT'LL  SAVE  ^MILLIONS 


See  this  doodle? 

It  was  made  for  me  the 
other  day  by  Jim  McDon- 
ald, who  has  just  become 
executive  vice  president  of 
General  Motors  responsible 
for  all  domestic  auto  and 
truck  production  and  sales. 

He  made  this  doodle  to 
demonstrate  what  a  litde  rounding  of  the  present  sharp 
front-end  edges  of  automobiles  can  do  to  cut  wind  re- 
sistance. Laboratory  tests  have  demonstrated  that  such  a 
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small  change  in  the  aerody- 
namics of  auto  body  shape 
can  mean  measurably  fur- 
ther mileage  per  gallon  of 
gas,  which  could  be  a  huge 
savings  in  gas  and  $. 

Jim  McDonald's  a  key 
member  of  the  new,  pre- 
dominantly younger  Top 
Team  who've  just  taken  the  helm  at  GM.  They  seem  to  be 
a  vibrant,  alive  group  and  promise  to  bring  a  badly  need- 
ed fresh  and  imaginative  outlook  to  this  wounded  Giant. 


DOWN  MEXICO  WAY 


As  do  all  U.S.  Presidents,  Ford's  gone  South  of  the  Bor- 
der. I  hope  he's  learned  what  none  of  his  predecessors  had 
—that  honeyed  words  are  inadequate  to  repair  relations 
with  a  country  we've  looked  down  on,  figuratively  as 
well  as  geographically,  for  too  long  a  time. 

I'm  afraid  it's  not  enlightenment  that  has  brightened 
the  prospects  of  our  relations  with  Mexico.  It's  oil.  Seems 


like  they've  got  a  great  big  find.  I'm  glad  the  Mexicans 
have  it.  Maybe  now  we'll  start  treating  those  Mexican  citi- 
zens who  must  cross  our  border  for  jobs  like  people  in- 
stead of  illegal  immigrants,  who  can  be  exploited  by  those 
who  know  they're  here  out  of  need  and  exist  here  in  fear. 
If  we  think  we  can  sweet-talk  Mexico  into  a  lower 
price  for  its  oil  well  soon  have  further  enlightenment. 


THE   "GOOD"   AD'S   OUTSTANDING;    IS  THE  "BAD"  AD  BAD? 

IBM  does  so  many  things  so  well  I  suppose  it's  no  surprise  that 
this  Systems  Division  advertisement  is  outstanding.  Look  at  that  head- 
line. What  could  be  more  relevant  to  management's  worry  over  ener- 
gy? And  the  copy  is  loaded  with  case  history  specifics.  After  seeing 
that  message,  any  company  that  doesn't  want  to  know  more  about 
IBM's  System/ 7  to  save  10£  on  its  electricity  bills  isn't  well  managed. 


How  more  than 

100  companies  have 

cut  their  electricity  bills 

by  10%.  At  least. 

(tf  your  company's  bill  is  $15,000  a  month  or  more,  read  on.. 
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What  about  "AVAIL- 
ABLE"? It  was  sent  to  me  on 
the  premise,  I  guess,  that  the 
copy's  suggestive  and  there- 
by bad.  I  dunno  ...  if  I  were 
reading  Building  Supply 
News  and  in  the  market  for 
8-foot  furring  strips,  I'd  cer- 
tainly read  what  Pam  has  to 
say  and  be  most  tempted  to 
call.  The  copy  reminds  me  a 
bit  of  the  old  Springmaid  bed- 
sheet  ads  that  Colonel  Springs 
himself  used  to  write.  They 
sold  sheets,  and  this  should 
sell  furring. 
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A-CHANGIN'   WITH  THE  TIMES 


*- 


Recently  here  I  satirized  the  absurdity  of  a  New  Jersey 
state  legislator's  effort  to  legislate  against  any  increase  in 
utility  users'  charges.  One  long-memoried  reader  wrote: 
"My  recollection  goes  back  to  1957  when  the  New 
Jersey  Legislature,  in  aid  of  Senator  Forbes'  candidacy   • 
for  Governor,  passed  a  Concurrent  Resolution,  reading: 
'  'That  the  public  interest  of  the  State  requires  that 
there  be  no  further  abandonment  or  curtailment  of 
passenger  rail  service  in  New  Jersey  pending  the  pre- 
sentation of  the  final  report  of  the  New  York-New  Jer- 

A  MATURE  PERSON 


is  one  who  agrees  with  you. 


10 


sey  Metropolitan  Rapid  Transit  Commission  to  the 
Governors  and  Legislatures  of  New  York  and  New 
Jersey.' 

"As  far  as  I  know,  the  Rapid  Transit  Commission 
has  still  not  submitted  a  final  report.  Fortunately,  the 
New  Jersey  Supreme  Court  would  not  tolerate  such 
nonsense.  See  In  re  N.Y.,  Susquehanna  &  Western 
R.R.  Co.,  25  N.J.  343  (1957)." 

Golly,   what   a   difference   in   viewpoint   one   has   vvhefl 
writing  editorials  instead  of  running  for  offii  < 

TRYING  TO   IMPRESS   OTHERS 

does— usually  in  quite  the  opposite  waj 

-MALCOLM  S.  FORBES,! 

Editor-in-Chief  i 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


More  Miles,  Less  Gas 

Washington  must  push  Detroit  to 
improve  automobile  gasoline  mileage. 
Achieving  an  average  of  20  miles  per 
gallon  by  1982  is  a  realistic  target. 
Also,  the  Government  must  promote 
greater  energy  efficiency  in  commer- 
cial and  residential  buildings.  Simple 
steps  such  as  these,  coupled  with  to- 
day's high  prices,  could  reduce  the 
growth  in  demand  for  energy  to 
around  2%  a  year  without  stunting 
economic  growth.  But  this  goal  can- 
not be  accomplished  with  voluntary 
measures  alone. 

—Business  Week  editorial. 

Cook  on  Power 

Buried  Treasure 

We  have  a  very  critical  situation 
with  oil  and  gas.  But  we  have  a  trea- 
sure house  of  coal  to  produce  vast 
amounts  of  electric  power.  That  elec- 
tric power  can  substitute  for  many 
uses  of  oil  and  gas.  But  the  govern- 
ment tells  us  that  the  high-sulfur  coal 
that  we  can  mine  in  the  East  we  can't 
burn,  and  the  low-sulfur  coal  that  we 
can  burn  from  the  West  we  can't  mine. 
We  have  the  means  in  our  own  coun- 
try to  take  care  of  the  energy  crisis 
if  we  only  wake  up. 

Countless  Fleas 

Nuclear  plants  have  more  problems 
than  a  hound  dog  has  fleas.  I'm  talk- 


ing about  operating  and  engineering 
problems  unrelated  to  safety. 

—Donald  Cook,  chairman  of 

American  Electric  Power  Co., 

quoted  in  Business  Week. 

Public  Vs. 
Private  Utilities 

The  Commonwealth  of  Massachu- 
setts can't  buy  oil  any  cheaper  than 
any  of  our  electric  utilities  and  I 
doubt  that  any  public-power  enthu- 
siast would  want  his  electric  com- 
pany to  be  run  by  the  U.S.  Postal 
Service,  for  example,  or  by  the  street- 
cleaning  department  of  the  city  of 
Boston. 

—Robert  L.  Meade, 
chairman  of  the  Massachusetts 
Department  of  Public  Utilities. 

Electric  Yonkers 

To  produce  enough  electricity  to 
keep  Yonkers  going  for  a  year,  a 
light-water  nuclear  reactor  would 
make,  as  a  by-product,  just  about 
enough  plutonium  to  obliterate  Yon- 
kers, New  York. 

Yonkers,  in  population,  is  an  av- 
erage American  city.  Something  like 
200,000  people  live  there,  on  18 
square  miles  of  land.  The  ratio  of 
plutonium  to  electric  power  would  be 
similar  for  any  community.  If  self- 
preservation  is  elemental  in  human 
nature,  so  is  a  capacity  for  accepting 


risk  when  something  is  wanted 
enough.  Portuguese  sailors  travelled 
15,000  miles  to  fill  small  wooden  boats 
with  oranges  and  cinnamon.  The  crav- 
ings of  the  race  are  closer  to  home 
now,  and  the  people  of  Yonkers  are 
locked  in  solid  to  a  requirement  for 
electric  power,  perhaps  at  risks  that 
would  beggar  the  exploits  of  the  mer- 
chant Portuguese. 

—The  New  Yorker. 

Get  Henry 

.  .  .  Professor  Irving  Kristol  recent- 
ly asserted  on  this  page  that  there 
is  a  movement  afoot  to  "get"  Kis- 
singer—to tarnish  his  image  as  though 
doing  so  would  expunge  from  the 
record  the  Nixon  Administration's  for- 
eign policy  accomplishments.  If  that 
is  in  fact  the  case,  we  can  only  hope 
it  doesn't  succeed.  But  rumor  and 
innuendo  can  eventually  tarnish  the 
most  sterling  reputation,  all  the  more 
so  when  the  object  of  calumny  is  a 
diplomat  who  necessarily  is  forced  to 
operate  in  the  practical  world  of  dif- 
ficult and  limited  choices. 

— Wall  Street  Journal  editorial. 

Unwarranted  Assumption? 

Just  remember,  the  man  with  $20 
million  is  no  happier  than  the  man 
with  $19  million. 

—From  the  Dillon,  Mont. 
Tribune-Examiner. 


DON'T  EXPECT  BETTER  OF  THE  U.N. 

by  M.S.  Forbes  Jr. 


It  is  very  tempting  today  to  take 
the  United  Nations  to  task. 

Israel  is  illegally  gagged  during 
the  debate  on  Palestine,  while  a 
notorious  terrorist  is  treated  like  a 
head  of  state. 

South  Africa  is  expelled  for  the 
current  session  because  of  its  ra- 
cial policies.  Ignored  are  the  equal- 
ly abhorrent— and  sometimes  far 
bloodier— policies  of  such  states  as 
Burundi  (where  hundreds  of  thou- 
sands of  members  of  a  particular 
tribe  have  been  slaughtered)  or 
Uganda  (where  50,000  native- 
born  Asians  were  expelled) . 

U.N.  Food  experts  apparently 
knew  months  before  the  public  did 
of  the  severity  and  likely  after- 
math of  the  droughts  in  Africa. 
But  the  U.N.  did  httle  about  the 
looming  catastrophe  lest  it  "em- 
barrass" the  governments  of  the 
affected  countries. 


The  U.N.  now  serves  only  two 
useful  purposes.  It  is  an  interna- 
tional forum  where  a  multitude  of 
Third  World  countries  can  state 
their  aspirations  and  vent  their 
frustrations  and  prejudices  without 
really  harming  anyone.  (Israel  is 
not  about  to  disarm  because  of  a 
U.N.  resolution.)  And  it  provides 
a  convenient  way  to  put  togeth- 
er symbolic  peacekeeping  forces 
when  the  major  powers  so  desire. 

All  this  is  hardly  the  stuff  which 
fueled  the  dreams  of  the  U.N.'s 
founders  three  decades  ago. 

But  given  the  plethora  of  new 
countries  and  given  the  nature  of 
big-power  politics,  can  we  realis- 
tically expect  much  more? 

I  think  not.  And  maybe  it  isn't 
such  a  bad  thing  that  the  U.N.  is 
so  impotent. 

In  1967,  for  instance,  the  U.N. 
Mideast    peacekeeping    force    was 


an  effective  barrier  between  Israel 
and  Egypt.  That  spring,  when 
Egypt  began  its  "war  of  nerves" 
with  Israel,  Nasser  demanded  that 
the  U.N.  remove  its  soldiers.  With- 
out consulting  anybody,  Secretary 
General  U  Thant  abruptly  did  just 
that.  As  a  result,  a  Mideast  war 
became  a  virtual  certainty. 

If  U  Thant  was  the  peace  lover 
his  press  releases  indicated,  many 
observers  believe  he  could  have 
delayed  implementation  of  Egypt's 
request  for  weeks  or  months  and 
war  might  have  been  avoided. 

Though  the  war  lasted  only  six 
days,  the  U.S.-Soviet  hotline  had 
to  be  used  to  prevent  a  big-power 
confrontation. 

There's  no  point  in  wringing  our 
hands  at  what  the  U.N.  isn't— and 
cannot  be.  We  may  as  well  take  it 
for  what  it  is,  albeit  with  a  sizable 
grain  of  salt. 
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How  packaging  makes  it  possible! 
for  you  to  eat  when  you're  hungry. 


10.  A  lot  of  the  packaging  that 
makes  our  way  of  life  possible  is 
a  product  of  the  forest.  Which  is 
America's  only  major  renewable 
resource.  And  since  Nature's 
laws  govern  the  productivity  of 
the  forest,  you  can  be  sure  we're 
following  Her  laws.  And  yet  pro- 
duce more  wood  per  acre  than 
Nature. That's  why  we  can  say 
we're  serving  Man  and  Nature  to 
the  benefit  of  both. 


9.  This  is  our  contribution  to 
world  health.  Our  IR  insect  resist- 
ant shipping  bag.  Notice  all  the 
layers  of  kraft  paper-very  strong, 
very  light  and  relatively  inex- 
pensive. The  top  layer  is  coated 
with  an  insect  repellent.  The 
only  one  the  USDA  permits  in  a 
food  package. 


8.This  is  how  peanuts  are  stored 
in  Senegal.  An  open  invitation  to 
insects.  And  this  kind  of  thing 
needn't  happen.  Because  we've 
developed  simple,  inexpensive 
packages  that  completely  foil 
most  insects. 


"I.The  Twenties  weekend  eating 
pattern.  People  still  ate  three 
squares  a  day.  Everyone  in  the 
family  was  at  every  meal.  And 
Mother  prepared  everything 
from  scratch. 


2.Today's  weekend  eating  pat- 
tern. Everybody  eats  when 
they're  hungry.  Which  one  expert 
says  is  55  times  over  a  weekend 
for  a  family  of  four.  Obviously 
these  aren't  sit-down  meals.  And 
obviously  most  of  these  foods 
are  prepared  outside  the  home 


7. The  reason  is  simple.  Most 
countries  have  very  little  packag- 
ing technology.  The  ones  men- 
tioned above  have  almost  none. 
They  either  depend  on  the  pack- 
age Nature  devised -such  as 
this  peanut -or  none  at  all,  as  in 
the  case  of  grains 


6.  But  there's  more  to  threaten 
unprotected  food  than  breakage, 
light  and  climate. The  amount  of 
world  food  destroyed  by  insects 
is  staggering.  Up  to  50%  of  the 
grain  harvested  in  Somalia  was 
destroyed  by  insects  and  rodents 
in  one  year.  And  20%  of  the  food 
grains  in  India  Most  of  it  before 
it  even  gets  to  the  consumer. 


3.  In  fact,  today's  mobile  lifestyle 
demands  snacks.  Which  depenc 
for  their  very  existence  on  pack 
aging. The  barrier  between  them 
and  a  harsh  world.  And  a  lot 
more  technology  goes  into  mak- 
ing packaging  than  you  might 
think.  Potato  chips,  for  instance 
are  not  only  highly  breakable,  be 
also  can  be  ruined  by  humidity 
and  light.  So  their  packaging  ha? 
to  prevent  all  that.  And  do  it 
cheaply. 


: 


4.  We  make  every  kind  of  snack 
package  you  can  imagine.  Whic 
means  millions  of  folding  carton 
and  plastic  bags.  But  we  also 
make  packages  that  protect  foo 
in  bulk  form.  Our  corrugated 
boxes  for  instance,  and  our  kraf 
paper  shipping  sacks  which  pre 
tect  all  kinds  of  powdered  and 
granular  foods.  If  you  look  at 
this  map  you'll  see  that  most  of 
the  country's  food  production  is 
centralized  today.  Without  pack- 
aging this  distribution  system 
simply  wouldn't  work. 


5.This  knocked-down  corru- 
gated box  of  ours  is  the  work- 
horse of  the  California  to  East 
Coast  fruit  and  vegetable  run. 
It's  wax-impregnated  And,  be- 
lieve it  or  not,  can  carry  vege- 
tables packed  in  chipped  ice 
2,751  miles  without  going  to 
pieces.  It's  just  one  example  of 
how  packaging  is  the  silent  par 
ner  in  distribution. 
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No  other  scotch  makes  you  wonder 
what  you  did  to  deserve  it. 

12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  GENERAL  WINE  &  SPIRITS  CO.,  NEW  YORf 


Forbes 

Fair  Trade:  How  Fair? 


It  seems  a  real  anachronism 

in  the  midst  of  a  struggle  against  inflation. 


The  manager  of  a  Washington,  D.C. 
discount  chain  puts  it  bluntly:  "Fair 
trade  really  screws  the  public;  it's 
probably  the  most  deceptive  thing 
any  manufacturer  can  put  across." 
He  says  the  laws  force  retailers  to 
charge  inflated  minimum  prices  for  a 
wide  number  of  brand-name  items 
such  as  Magnavox  and  Sony. 

But  now  double-digit  inflation  and 
recession  are  helping  to  convince  a 
lot  of  important  people  that  any  laws 
tending  to  keep  prices  high  must  go. 

"Whatever  feeble  justification  may 
have  once  existed  for  fair  trade,  there 
is  today  no  reason  to  place  such  heavy 
burdens  on  the  consuming  public." 
That's  not  just  another  discounter 
talking.  That's  Attorney  General  Wil- 
liam Saxbe.  In  a  little-publicized 
speech  to  grocery  manufacturers  sev- 
eral weeks  ago,  he  urged  Congress  to 
repeal  the  federal  authorization  for 
state  fair  trade  laws. 

Fair  trade  proponents  dismiss  Sax- 
be's  speech  as  a  "trial  balloon."  They 
are  trying  very  hard  to  shoot  it  down. 
Businessmen  are  split  on  the  issue, 
while  consumer  groups  and  a  num- 
ber of  influential  congressmen  are  out 
to  bury  fair  trade  once  and  for  all. 

Voice  From  The  Past 

Marketing  strategies  built  around 
insuring  a  minimum  product  price 
have  a  long  history.  The  Supreme 
Court  banned  the  practice  in  a  land- 
mark case  decided  in  1911  involving 
Dr.  Miles  proprietary  medicines.  But 
during  the  Depression,  retail  drug- 
gists began  plumping  for  protection 
to  avoid  price  wars.  California  passed 
the  first  law  authorizing  retail  price 
maintenance— by  then  dubbed  "fair 
trade"— in  1931.  Forty-four  states 
quickly  followed.  When  federal  anti- 
trust problems  developed  in  the  late 
Thirties,  Congress  enacted  two  spe- 
cific exceptions  to  protect  the  state 
plans.  By  the  early  Fifties,  prescrip- 
tion medicines,  toothpaste,  appli- 
ances—in short,  nearly  all  consumer 
products— were  fair  traded. 

But  the  laws  slowly  lost  their  clout 
until  now  perhaps  just  20  big  com- 
panies use  fair  trade  to  any  signifi- 
cant extent.  For  example,  the  only 
drugstore  items  with  minimum  prices 
are  cosmetics   like   Revlon   and   Max 


Factor  lines.  Other  examples  include 
Anco  wiper  blades,  Corning  glass,  Rub- 
bermaid household  products  and  Sim- 
mons mattresses. 

By  now,  nine  states  have  already 
eliminated  fair  trade.  Only  14  states 
—but  those  with  46%  of  the  nation's 
retail  sales— have  the  type  of  strict 
law  that  can  be  enforced  against  sell- 
ers whether  they  agree  to  comply  or 
not.  In  the  22  states,  the  statutes  ap- 
ply only  to  retailers  who  sign  direct 
price-maintenance  agreements  with 
their  suppliers.  Most  big  discounters 
like  Kresge  and  Woolworth  have  pol- 
icies of  refusing  to  sign  fair  trade 
agreements.  The  manufacturer,  of 
course,  can  refuse  to  supply  retailers 
who  thumb  their  noses  at  fair  trade. 
But  Joel  Tumarkin,  an  economist  at 
Peoples  Drug  Stores,  notes:  "In  the 
kind  of  competitive  economy  we've 
got,  it's  almost  impossible  for  a  com- 
pany to  cut  a  guy  off." 

You  might  ask:  Why  would  a  man- 
ufacturer want  retailers  to  keep  the 
selling  prices  of  his  products  high? 
Isn't  maximum  volume  what  he 
wants?  Not  necessarily.  Conrad  Stem- 
ski,  vice  president  of  Corning  Glass, 
argues  that  the  higher  margins  from 
fair  trade  laws  encourage  retailers  to 
sell  a  lot  of  an  item,  which,  in  turn, 
allows  manufacturers  to  build  cost- 
cutting  mass  production. 

Black  &  Decker's  Director  of  Pub- 
he  Affairs  Henry  Michel  says  the  re- 
peal of  fair  trade  would  really  hurt: 
"Because  of  the  lower  margins,  the 
number  of  retailers  handling  our  prod- 
ucts would  go  down  and  the  others 
wouldn't  carry  as  broad  a  line."  The 
result:  lower  sales  and  higher  produc- 
tion costs.  A  paradox,  that:  The  high- 
er the  price,  the  greater  the  volume. 

Michel  points  to  B&D's  battery- 
powered  grass  shear.  Introduced  in 
1972  at  $19.99,  it  now  fair  trades 
at  $14.99.  Michel  contends  that  with- 
out fair  trade,  the  grass  shear  might 
still  be  selling  at  $19.99. 

In  addition,  some  legal  scholars  like 
Solicitor  General  Robert  Bork,  who 
supported  fair  trade  while  teaching 
law  at  Yale,  defend  the  manufac- 
turer's price  maintenance  as  a  valid 
means  of  compensating  retailers  for 
extra  sales  efforts. 

However,       changing       marketing 


Discounter  Jerry  (What's-the-story) 
Rosenberg  has  been  threatened  with 
jail  for  defying  fair  trade  laws. 


methods  may  make  that  justification 
somewhat  obsolete.  "Sure  it's  fine  for 
a  manufacturer  to  pay  a  retailer  for 
helping  him,"  says  University  of 
Chicago  law  professor  Edmund  Kitch, 
"but  with  the  shift  to  presold  prod- 
ucts, the  retailer  doesn't  do  much 
recommending  anymore." 

In  the  same  vein,  another  argument 
about  holding  prices  high  to  protect 
small  retailers  also  seems  to  have  lit- 
tle economic  validity.  "The  little  guys 
thought  fair  trade  would  keep  them 
alive,"  says  Ronald  Bloch,  a  Federal 
Trade  Commission  attorney.  "They 
got  it,  and  they  still  died." 

Fair  trade,  in  fact,  may  be  respon- 
sible format  least  one  bane  of  the  small 
merchant— private-label  merchandise . 
"Sears  can't  sell  Black  &  Decker,  so 
they  make  their  own,"  explains  Bloch. 

Despite  the  Attorney  General's 
speech,  President  Ford  still  has  not 
made  eliminating  fair  trade  a  part  of 
his  anti-inflation  program.  That  has 
encouraged  men  like  Arthur  Berndt- 
son,  a  Washington  lawyer  hired  by 
fair  trade  proponents,  to  dismiss  the 
Saxbe  speech  out  of  hand.  "Price 
maintenance  has  a  tremendous  back- 
ing in  this  country,"  says  Berndtson. 
"Without  it,  consumers  will  have 
fewer  alternatives,  and  discounters 
will  squeeze  the  quality  out  of  our 
products." 

Isn't  it  interesting  how  people  who 
profess  to  believe  in  unfettered  free 
enterprise  can  come  down  on  the  side 
of  government  regulation  when  it 
suits  their  interests?  ■ 
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More  Than  Meets  The  Eye 

McDonnell  Douglas  has  taken  some  blows  this  year,  but 
it  still  has  a  good  deal  going  for  it. 


The  slim  blue  aircraft  stood 
poised  on  the  runway.  It  looked  al- 
most fragile.  Then,  with  a  snarl,  Mc- 
Donnell Douglas'  lethal  new  F-15 
fighter  hurtled  down  the  runway  and 
soared  into  the  cloudless  sky. 

But  McDonnell  stock  isn't  soaring. 
It  recently  sold  at  9,  its  lowest  price 
in  a  decade  and  less  than  three  times 
last  year's  earnings. 

In  addition  to  the  problems  that  af- 
flict all  companies  and  all  stocks  these 
days,  President  Sanford  (Sandy)  Mc- 
Donnell has  some  special  ones.  MD's 


wide-bodied  DC- 10,  which  looked 
like  a  winner  a  few  years  back,  is  in 
trouble  because  of  big  cutbacks  in  air- 
line schedules  and  the  tragic  crash  of 
a  Turkish  DC- 10  in  Paris  last  March.  < 
Making  matters  worse  is  that  huge 
write-off.  Because  of  a  recent  ruling 
by  the  Financial  Accounting  Stan- 
dards Board,  McDonnell  Douglas  will 
have  to  write  off  this  year  nearly  a 
half-billion  dollars  in  deferred  costs 
on  the  DC- 10.  Even  after  tax  offsets, 
this  will  reduce  stockholders'  equity 
by    $231    million-better    than    $6    a 


James  McDonnell,  75— "Mr.  Mac"  to 
all— built  McDonnell  Aircraft  from  a 
shoestring  operation  into  a  highly 
successful  maker  of  military  planes, 
then  saw  the  company  through  a 
1967  merger  with  troubled  Douglas 
Aircraft.  Now  he  shares  the  reins 
with  nephew  Sanford,  52.  Mr.  Mac's 
son,  John,  36,  could  be  next  in  line. 


share.  "As  of  June,"  laments  John 
McDonnell,  son  of  founder  James  S. 
McDonnell  and  vice  president  for  fi- 
nance and  planning,  "we  had  finally 
hit  our  $l-billion  equity  figure.  Now 
we'll  have  to  start  all  over  again." 

Yet,  for  all  of  this,  McDonnell 
Douglas  remains  a  strong,  well-man- 
aged company,  with  about  $3.15  bil- 
lion in  sales  this  year  and  a  good  re- 
turn on  equity  (about  15.6%  long 
term).  Its  cash  flow  will  exceed  $150 
million,  far  in  excess  of  dividends  and 
capital  spending,  and  its  funded  debt, 
just  $118  million,  is  only  about  15%  of 


total  capital.  The  problems  are  serious 
ones,  but  management  has  shown  its 
ability  to  handle  tough  problems. 

The  commercial  jets,  source  of 
most  of  the  trouble,  constitute  a  bit 
less  than  half  the  company's  business. 
Most  of  the  rest  is  military  and  space, 
and  McDonnell  Douglas  remains  very 
strong  there.  In  fact,  it  is  almost 
booming.  The  spectacularly  success- 
ful F-4  Phantom  is  once  again  in  de- 
mand. At  the  height  of  production 
in  1967,  F-4s  were  coming  off  the 
lines  at  the  rate  of  72  planes  a  month; 
by  1972  the  rate  was  down  to  six 
a  month.  But  now,  fortified  with  or- 
ders from  the  Shah  of  Iran,  the  Ger- 
man Air  Force  and  others,  the  com- 
pany is  building  production  back  to  a 
rate  of  18  a  month,  and  the  program 
may  well  continue  through  1980. 

There  is  good  money  in  making 
these  planes  where  the  development 
costs  are  paid  by  the  Government. 
Meanwhile,  however,  McDonnell 
Douglas  has  the  F-15,  which  is  just 
going  into  Air  Force  service  and 
which  may  well  prove  to  be  as  long- 
lived  as  the  A-4  or  the  F-4.  This  fast 
and  complex  little  plane  will  cost 
something  like  $15  million  a  copy 
(after  one  includes  B&D  costs,  spare 
parts  and  the  effects  of  inflation  be- 
tween now  and  1982  when  the  orig- 
inal program  will  end).  A  cost-con- 
scious Congress,  which  is  increasing- 
ly skeptical  of  defense  spending,  may 
balk  at  the  boost  in  price— the  unit 
cost  has  soared  from  $9.8  million  to 
$14.6  million— but  the  Defense  De- 
partment seems  confident  that  it  will 
be  allowed  to  buy  the  749  planes  it 
wants.  That  works  out  to  $11  billion 
in  sales,  and  secondary  and  foreign 
sales  could  double  that. 

Until  recendy,  McDonnell  was  able 
to  stay  ahead  of  inflation.  A  pioneer 
in  computer-aided  design  and  with, 
heavy  investments  in  a  modern,  high-, 
ly  automated  production  line,  the 
company  has  finished  development 
of  the  F-15  within  1%  of  the  $1.17-bil- 
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lion  target  price— in  spite  of  the  ac- 
celerated rate  of  inflation.  (United 
Aircraft's  Pratt  &  Whitney  Aircraft  di- 
vision was  not  so  successful  with  the 
F-15's  engine;  it  is  currently  haggling 
with  the  Pentagon  over  a  $30-mil- 
lion  cost  boost.)  Unlike  Grumman, 
which  took  a  bad  bath  on  its  first 
group  of  F-14s,  McDonnell  expects 
to  show  a  profit  on  its  first  group  of 
112  F-15s  which  will  be  delivered 
over  the  next  few  years. 

The  U.S.  space  program  is  a  shad- 
ow of  its  former  self,  and  this  has 
hurt  McDonnell  Douglas,  a  leading 
space  contractor,  builder  of  the  Mer- 
cury and  Gemini  space  capsules  as 
well  as  a  large  chunk  of  Skylab.  Pres- 
ident McDonnell  regrets  the  cut- 
backs in  no  uncertain  terms.  "It's  an- 
other example  of  how  this  country 
tends  to  react  rather  than  act,"  he 
says.  "We  reached  the  moon,  looked 
over  our  shoulders  and  there  wasn't 
a  Russian  in  sight.  So  we  rested  on 
our  oars."  However,  McDonnell  isn't 
just  sitting  around  complaining.  The 
McDonnell  Douglas  astronautics  divi- 
sion still  has  the  perennially  profitable 
Delta  booster  rocket  and  several  mili- 
tary missiles.  One  is  the  Dragon  anti- 
tank missile,  which  the  U.S.  Army  is 
buying,  but  the  biggest  is  the  Har- 
poon antiship  missile,  just  starting 
production  but  a  possible  multibil- 
lion-dollar  program  in  ten  years. 

The  electronics  division,  set  up  to 
supply  the  aerospace  divisions,  has 
gone  into  outside  business.  Its  major 
product  is  a  "head  up  display"  for 
the  F-15,  that  electronically  displays 
cockpit  information  at  eye  level  in 
front  of  the  pilot,  so  he  does  not 
have  to  look  down  in  a  dogfight.  The 
automation  division  of  McDonnell 
Douglas  operates  outside  the  parent 
company  too.   It  has  one  of  the  na- 


346  people.  Many  of  their  families 
have  joined  together  to  sue  McDon- 
nell Douglas.  The  main  suit  is  for 
$125  million,  and  the  company  may 
very  well  lose.  The  loss  is  covered  by 
insurance,  but  if  the  suit  is  lost,  the 
company's  insurance  premiums  are 
going  to  go  up.  The  crash  also  cre- 
ated a  severe  public  relations  prob- 
lem for  the  DC- 10,  a  plane  that  is 
in  fact  eminently  airworthy.  Still,  the 
crash  will  not  make  it  easier  to  sell  in 
a  highly  competitive  market. 

This  headache  will  wear  off,  and, 
assuming  that  the  airlines  slump  is 
merely  cyclical,  the  DC- 10  has  a 
good  deal  going  for  it.  It  is  a  ver- 
satile plane,  wide-bodied  and  com- 
fortable but  not  as  big  and  costly 
to  fly  as  Boeing's  747.  And  while 
the  747  is  essentially  a  long-range 
craft,  the  DC- 10  is  available  in  both 
4,000-  and  6,000-mile-range  models. 
Whereas  some  airlines  are  selling  or 
trying  to  sell  their  747s,  none  of  the 
DC- 10s  has  yet  come  on  to  the  sec- 
ondary market.  Significantly,  at  one 
point  American  Airlines  put  many 
of  its  747s  in  mothballs  but  contin- 
ued to  fly  all  its  25  DC- 10s.  But  new 
orders  have  all  but  dried  up.  Alitalia 
recently  canceled  its  option  on  six. 
What  airline  wants  to  buy  $25-mil- 
lion  airplanes  when  it  can't  fill  the 
ones  it  already  owns? 

Sandy  McDonnell  now  faces  the 
tough  decision  as  to  whether  to  cut 
back  production  to  30  or  35  planes 
in  1976  (as  against  57  last  year  and 
an  expected  52  this  year).  Such  a 
cutback  would  increase  unit  costs,  but 
McDonnell  won't  have  much  choice. 

The  airlines'  recession  hasn't  been 


tion's  largest  data  processing  services. 
Still,  there  is  no  getting  away  from 
the  importance  of  the  DC- 10  and 
the  whole  line  of  commercial  jets  to 
the  company's  overall  future.  When 
commercial  sales  are  good,  as  in  1969, 
1972  and  1973,  earnings  are  excel- 
lent. When  they  fall  flat,  as  in  1971, 
earnings  are  only  so-so.  Right  now 
commercial  sales  are  in  trouble.  The 
Turkish  Airlines  crash  at  Paris  killed 


all  bad  for  McDonnell  Douglas,  how- 
ever. With  traffic  down,  the  small 
DC-9s  are  looking  more  attractive, 
and  the  company  will  deliver  50  of 
them  this  year,  up  from  21  last  year. 
The  DC-9  is  not  to  be  sneered  at:  It 
goes  for  $7  million  per  plane,  and  the 
development  costs  have  largely  been 
written  off. 

Sandy  McDonnell  takes  a  philo- 
sophic view  of  the  DC-10's  troubles. 
He  regards  them  as  merely  tempo- 
rary, and  adds  that  the  jumbo  jets 
will  be  around  for  a  long  time. 

"These  airplanes  are  so  expensive 
to    develop    that    none    of    the    three 


companies  [McDonnell,  Lockheed, 
Boeing]  is  going  to  be  capable  for  a 
long  time— if  ever— of  putting  out  the 
kind  of  money  they  had  to  with  the 
DC-10,  the  L-1011  and  the  747.  We 
each  risked  two  or  three  times  our 
net  worth.  There'll  be  variations  in 
these  planes  in  the  future,  but  there 
won't  be  a  plane  to  obsolete  the 
wide-bodies  for  many  years  to  come." 

As  for  the  supersonic  transport, 
says  McDonnell:  "The  energy  crisis 
has  been  a  very  heavy  blow  to  the  in- 
troduction of  that  type  of  airplane." 

Nor  is  the  big  DC-10  write-off  all 
bad  for  McDonnell  Douglas.  Under 
the  new  accounting  ruling,  the  write- 
off will  not  be  charged  to  1974  prof- 
its but  rather  debited  to  earned  sur- 
plus—written off  against  past  profits. 
Therefore,  it  won't  hurt  earnings  this 
year  or  next.  In  fact,  the  ruling  will 
boost  earnings  by  as  much  as  12 
cents  a  share— not  a  huge  amount, 
but  a  handy  cushion  in  a  time  of 
pressure  on  profits.  And,  since  the 
write-off  will  reduce  equity,  the  re- 
turn on  equity  will  increase  this  year 
from  11%  to  about  15%.  Even  with 
the  12-cent-or-so  boost,  McDonnell 
Douglas  will  be  hard  pressed  to  equal 
the  $3.26  a  share  it  earned  last  year. 
At  the  nine-month  mark,  earnings 
were  down  19%,  and  if  the  trend 
holds,  adjusted  earnings  for  the  full 
year  will  be  in  the  neighborhood  of 
$3.  In  the  year  ahead  they  should 
stay  almost  flat,  but  thereafter  they 
should  turn  up  once  more. 

"We'll  have  to  hustle  like  hell," 
Sandy  McDonnell  says  of  the  future, 
but  he  grins  and  adds:  "The  aircraft 
business  is  by  nature  cyclical,  but 
with  the  diversified  products  we  have 
in  this  family  of  companies,  we've 
been  able  to  fill  in  those  valleys  pretty 
well."  It  won't  be  easy,  but  there  are 
strong  hands  at  the  controls.   ■ 
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The  Mote  And  The  Beam 


The  OPEC  countries— probably  to  draw  attention  from  their  own 
outrageous  oil  prices— are  claiming  that  the  international  oil  companies 
are  making  too  much  money.  Who's  kidding  whom? 


Even  by  the  standards  of  this  bear 
market,  the  international  oil  stocks 
are  dirt  cheap.  Gulf,  Texaco,  Mobil, 
Standard  of  California— blue  chips 
once,  now  all  selling  between  three 
and  3/2  times  probable  1974  earnings. 
Royal  Dutch,  parent  company  of 
Shell,  just  two  times  earnings.  Exxon, 
aristocrat  of  the  group,  five  times 
earnings. 

Pick  up  a  newspaper  and  you 
quickly  see  why.  Not  a  day  passes 
that  some  politician  doesn't  attack  the 
big  oil  companies.  The  Shah  of  Iran 
takes  out  full-page  advertisements  in 
leading  papers  to  blame  the  big  in- 
ternationals for  the  high  price  of  gaso- 
line. Sheik  Ahmed  Zaki  Yamani, 
Saudi  Arabia's  ubiquitous  oil  minis- 
ter, advocates  a  new  pricing  formula 
which,  he  says,  is  going  to  give  the 
consumer  a  break  at  the  expense  of 
the  international  oil  companies.  Big 
oil— the  ultimate  whipping  boy  in  the 
energy  crisis,  is  the  villain  that  you 
love  to  hate. 

Right  now  everybody  who  has  oil 
—whether  in  the  U.S.  or  abroad— is 
making  big  money  (see  tables,  p.  21). 
Returns  of  20%  and  more  on  stock- 
holders' equity  are  not  uncommon 
now— after  years  in  which  typical  re- 
turns were  12%.  Exxon,  which  will 
make  $2.8  billion  after  taxes  this 
year,  is  the  second  most  profitable 
single  company  in  the  world. 

But  the  villainy  thesis  doesn't  bear 
close  scrutiny.  The  Middle  Eastern 
oil  concessions,  the  very  foundation 
of  their  wealth,  are  being  taken  away. 
As  of  now,  the  oil  companies  have 
title  to  only  40%  of  the  oil  they  bring 
up;  by  next  year  they  may  get  to 
keep  none  of  it  at  all.  They  will  sim- 
ply be  hired  managers  of  the  wells, 
and  they  will  have  to  buy  the  oil, 
just  like  anyone  else.  Elsewhere  in 
the  world,  price  controls,  special 
taxes  and  other  governmental  restric- 
tions promise  to  limit  profitability. 

The  oil  majors  have  for  years  made 
the  majority  of  their  profits  in  the 
oil-producing  countries  of  the  Mid- 
dle East.  They  owned  the  oil,  pro- 
duced it  at  very  low  cost,  paid  the 
local  governments  a  hefty  tax  and 
royalty  and  shipped  it  out  to  their 
affiliates  to  refine  and  market  in  the 
industrialized  countries.  The  differ- 
ence between  their  aftertax  cost  and 
the  price  "charged"  to  their  affiliates 


is 


represented  the  companies'  profit;  if 
ranged  in  the  1960s  around  35  cents 
to  40  cents  a  barrel,  dipping  in  the 
early  1970s  closer  to  30  cents  a  bar- 
rel. Independent  U.S.  companies,  Eu- 
ropean and  Japanese  refiners,  Euro- 
pean government-owned  oil  combines 
who  wanted  to  buy  Middle  East  oil, 
had  to  buy  from  the  majors,  too.  The 
price  spread  to  them  did  not  stray 
far  from  the  35-cent-to-40-cent-a- 
barrel  differential  the  majors  charged 
their  affiliates.  This  was  big  money. 

Take  just  Arabian  American  Oil 
Co.,  which  had  and  still  has  the  ma- 
jor concession  to  produce  oil  in  Saudi 
Arabia.  Once  jointly  owned  by  Stan- 
dard Oil  of  California,  Texaco  and 
Exxon  (30%  each)  and  Mobil  (10%), 
Aramco  in  1972  passed  on  $1.5  bil- 
lion in  dividends  to  its  four  share- 
holders. That  statistic  was  released 
by  the  Senate  Foreign  Relations  Com- 
mittee and  the  companies  dispute  it, 
saying  that  their  final  profit  realiza- 
tions after  Saudi  Arabian  crude 
oil  was  refined  and  marketed  by  them 
worked  out  much  lower.  Even  so, 
Exxon,  for  one,  has  declared  that  its 
profits  from  its  Aramco  holding  were 
$236  million  in  1972,  15%  of  total 
net.  It  was  too  good  to  last,  and  it 
didn't  last.  Aramco  is  now  truly 
Arabian  American.  The  Saudi  oil  com- 
pany, Petromin,  presently  owns  60% 
of  it  and  intends  to  make  that  fig- 
ure 100%  next  year. 

But  what  about  those  fat  profits 
that  began  to  flow  last  year?  For  a 
time,  it  is  true,  the  oil  companies  had 
a  free  ride  on  the  ambitions  of  the 
oil-producing  nations  united  in  the 
Organization  of  Petroleum  Exporting 
Countries.  Simply  by  maintaining 
their  old  profit-to-sales  ratio,  the  in- 
ternationals were  able  to  increase 
profits  greatly  by  virtue  of  the  higher 
prices.  And  not  the  least  of  the  bene- 
fits was  the  increase  in  oil  prices  in 
the  U.S.  Although  "old"  oil  in  the 
U.S.  is  price-controlled  at  $5.25  a  bar- 
rel, it  is  still  selling  $1  a  barrel  higher 
than  a  year  ago;  almost  all  of  the 
gain  goes  down  to  pretax  net. 

But  if  it  has  been  a  free  ride  for 
the  oil  companies,  it  has  also  been  a 
bumpy  one.  Simplified,  the  econom- 
ics of  international  oil  go  like  this: 

In  1973  the  producing  countries 
first  raised  the  posted,  or  tax  refer- 
ence, price  for  oil  from  $3  to  around 


Oil  promises  to  raise  the  nations 
of  Islam  from  poverty  to 
great  wealth.  But  can  it  be 
done  without  the  big  oil 
companies  as  middlemen? 


$5  and  then  upped  this  price  on 
the  first  of  January  1974  to  $11.65 
(for  Arabian  light,  the  benchmark 
crude,  because  it  is  the  highest  pro- 
duction  volume  crude  in  the  Middle 
East).  In  the  new  year  the  producing 
countries  also  took  over  ownership  of 
60%  of  the  oil  reserves.  But  this  set 
up  an  anomalous  situation.  The  ma- 
jors were  producing  all  the  oil  but 
owning  only  40%  of  it. 

For  60%  of  their  production   the) 
paid  the  producing  governments  a  set 
price  that  was  available  to  all   en 
ers— 93%  of  the   tax  reference    prii 
or  $10.83.  But  for  the  40%  tin  \   still 
owned,  the  majors  paid  taxes  and  p 
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duction  costs  just  as  they  had  always 
done.  This  worked  out  to  about  $7. 10. 
Averaging  their  total  production, 
owned  and  unowned  alike,  they  had 
an  average  price  of  $9.35. 

Well,  bonanza  time  was  here  for 
the  majors  when  it  came  to  compe- 
tition with  the  independents.  They 
were  getting  crude  oil  at  an  average 
price  $1.50  cheaper  than  the  inde- 
pendents could  buy  it.  "The  inde- 
pendents have  had  a  rather  serious 
decline  in  their  share  of  the  market, 
brought  about  by  the  fact  that  the 
majors  had  access  to  about  all  of  the 
low-cost  oil,"  said  Ashland  Oil's  Chair- 
man Orin  Atkins  the  other  day.  One 
independent  company  head  even 
wrote  a  Middle  Eastern  oil  minister 
asking  that   OPEC   squeeze  out   this 


~  RAS  TANURA  - 
SAFETY  AlIAYS -All  W 


The  Arabs  want  more  than  money 
for  their  oil;  they  want  modern 
technology  as  well.  Here,  too, 
the  international  oil  companies 
have  a  role  to  play.  Below:  harbor 
at  Ras  Tanura,  Saudi  Arabia. 


price  differential  the  majors  were  en- 
joying. The  matter  was  under  active 
consideration,  the  oil  minister  replied. 

Of  course,  there  were  also  some 
inventory  profits,  low-cost  oil  in  the 
pipelines  that  benefited  from  the 
higher  prices.  But  the  internationals' 
biggest  gains  came  from  the  tempo- 
rary advantage  that  opened  up  when 
OPEC  boosted  the  oil  price  but 
kept  intact  the  sharing  formula  from 
the  time  oil  was  much  cheaper. 

To  oversimplify,  oil  prices  were 
boosted  sharply,  and  the  majors  were 
able  to  preserve  their  regular  profit 
margins  on  a  much  higher  price:  In 
1972  Exxon's  sales  were  $20  billion. 
In  1974  they  will  be  double  that.  And 
over  those  two  years  Exxon's  profits, 
too,  about  doubled,  from  $1.5  billion 
to  about  $2.8  billion.  In  short,  Exxon 
got  to  keep  only  about  $1.3  billion 
out  of  the  $20  billion  in"  higher  sales; 
it  was  the  OPEC  countries,  not  Ex- 
xon, that  got  the  lion's  share  of  the 
price  boosts.  Between  1972  and  1974 
the  income  of  the  OPEC  will  have 
risen  by  $91  billion,  the  income  of 
private  oil  companies  by  $12  billion. 

What  is  going  on  now  is  that  the 
oil  companies  are  struggling  to  hold 
on  to  their  profit  margins  and  the 
OPEC  is  jockeying  for  ways  to  add 
that,  too,  to  their  swollen  coffers. 

There  were  frequent  changes  in  oil 
prices  this  year,  as  OPEC  in  confer- 
ences at  Quito,  Ecuador  and  Vienna 
decreed  new  tax  and  royalty  levels. 
The  majors  shifted  prices  even  more 
frequently.  The  authoritative  Petrole- 
um Intelligence  Weekly  reported  that 
this  year  five  majors  were  charging 
five  different  transfer  prices  to  their 
affiliates  on  the  same  crude  oil.  But 
me  differentials  were  not  bonanza 
size;  they  were  traditional:  40  cents  a 
barrel,  even  30  cents  in  some  cases. 
The  majors  were  quietly  passing  the 
profit  on  to  their  refining  and  market- 
ing affiliates,  something  that  hasn't 
been  done  in  years.  It  was  a  clear  sig- 
nal that  the  majors  have  already  be- 
gun to  adapt  to  the  new  situation  in 
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Gasoline  prices  have  weakened 
from  this  high  point,  but 
OPEC  clearly  wants  more. 


oil:  With  control  over  production  and 
pricing  passing  forever  into  the  hands 
of  the  producing  nations,  integrated 
companies  must  book  their  profit 
elsewhere  in  the  business. 

The  margin  against  what  the 
independents  had  to  pay  remained 
within  the  integrated  organizations, 
of  course,  and  was  felt  in  the  market- 
place. Following  OPEC  price  hikes 
to  the  majors,  that  advantage  has  nar- 
rowed currently  to  about  $1  a  barrel. 
Come  Dec.  12  it  will  be  cut  sharply. 

According  to  a  recent  pronounce- 
ment by  Saudi  Arabia,  the  complex 
tax  and  royalty  system  will  be  adjust- 
ed to  bring  the  majors'  margins  back 
to  something  around  25  cents  a  bar- 
rel. Note,  the  conference  in  Vienna 
will  attempt  to  establish  a  one-price 
system  in  which  all  buyers  are  equal, 
yet  the  majors  will  continue  to  be 
more  equal  than  others.  Both  Iran 
and  Kuwait  have  mentioned  allowing 
the  majors  a  margin  of  50  cents  a 
barrel.  It  is  significant  that  the  OPEC 
nations  recognize  the  necessity  of  al- 
lowing their  old  friends  the  oil  ma- 
jors some  margin  or  discount  over 
other  buyers. 

Why  should  the  majors  continue  to 
have  this  edge?  Forbes  asked.  What 
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want  to  know 
ricawill 

things 


«  wrong, 

down  with  a  Sew 

BUI  Wisemans. 


For  someone  who  refers  to  himself  as  "a 
machinery  man','  Bill  Wiseman  spends  a 
surprising  amount  of  time  talking  about 
people.  Ask  him  how  America  can  solve 
its  problems,  and  he  can  give  you  one 
startling  example  in  history  after  another 
to  prove  how.  "As  a  country  we  already 
have  the  ways.  The  other  ingredient  is 
the  wilir 

At  White  Motor  Corporation  we  got 
to  know  Bill  Wiseman  because  we  supply 
him  with  White  Superior  engine  and 
compressor  sets.  As  general  manager  of 
Houston's  Tidewater  Compression 
Service,  a  subsidiary  of  Tidewater  Marine 
Service,  Inc.,  he  counts  on  our  equipment 
to  fulfill  contracts  to  gather  natural  gas 
from  the  wells  and  pipeline  it  to  people 
and  businesses  in  five  states  24  hours  a 
day,  seven  days  a  week. 

Like  most  of  White  Motor  Corpo- 
ration's customers  in  today's  critical  fields 
of  energy,  transportation  and  agriculture, 
he  buys  our  equipment  on  the  results  of 
records  of  day  to  day  dependability  and 
profit. 

It  gives  us  a  good  feeling  to  hear 
from  "machinery  men"  like  Bill  Wiseman 
that  America  has  the  technology  to  solve 
her  problems.  Especially  so  when  our  work 
lets  us  see  so  many  people  like  Bill  who 
have  so  much  of  what  he  says  is  the  only 
other  ingredient  we  need:  Determination. 

At  White  Motor  we  know... 
when  you  believe  in  what 
you're  doing,  you  do  it  better. 


OKI 
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The  Dragon's  Lair.  Only  a  modest 
wall  plaque  on  this  building  in 
Vienna— shared,  ironically,  by 
Texaco— announces  the  location  of 
OPEC's  world  headquarters. 

is  this  margin  or  discount  in  payment 
for?  We  put  that  question  to  a  num- 
ber of  people  in  and  around  the  oil 
business— executives  of  the  majors  and 
the  independents,  consultants  to  the 
industry,  economists  and  bankers,  peo- 
ple at  OPEC  headquarters  in  Vienna. 
Nobody  wanted  to  be  quoted,  but 
all  gave  answers  and  opinions,  and  the 
most  clear-cut  answers  came  from 
people  not  so  very  far  from  OPEC's 
headquarters. 


"The  preferential  treatment  that 
some  countries  will  continue  to  give 
the  old  concession  holders,"  said 
one  man,  "could  be  for  a  long-term 
commitment  to  lift  a  quantity  of  oil 
at  a  given  price  regardless  of  cur- 
rency fluctuations."  In  other  words,  a 
straight,  businesslike  discount  to  a 
volume  buyer.  Another  man  gave  the 
other  side  of  OPEC's  dilemma:  "We 
need  a  transfer  of  technology.  In  re- 
turn for  joint  ventures  which  will 
bring  technology  to  our  countries,  it 
is  reasonable  to  give  preferential 
treatment  on  assured  access  to  crude 
supplies." 

This  is  the  new  concern  in  the 
ever-adaptable  oil  business:  not  own- 
ership of  reserves,  but  assured  access 
to  supplies.  As  one  oilman  put  it: 
"What  does  ownership  of  the  oil  really 
mean?  Hell,  the  Arabs  have  been 
able  to  do  what  they  wanted  for  a 
long  time."  He's  saying  that  even  with 
out  any  equity  in  the  oilfields,  the  ma- 
jor companies  may  still  be  able  to 
hold  on  to  some  advantages. 

The  oil  majors  retain  an  aura  in 
the  Middle  East.  One  knowledgeable 
observer,  an  Algerian  whose  country 
has  worked  with  both  the  majors  and 
the  big  French  and  Italian  state  oil 
combines,  put  it  this  way:  "EN I 
[Italy]  and  ERAP  [France]  have  the 
experience  and  the  backing  of  their 
governments.  But  technologically 
speaking,  the  major  oil  companies  are 


better.  They  are  less  bureaucratic." 
So  much  has  been  said  and  written 
this  year  about  the  oil-rich  and  pow- 
erful Arabs  that  it  is  sometimes  over- 
looked that  these  are  truly  backward 
economies.  They  yearn  for  industri- 
alization and  admit  it  openly  when- 
ever they  breathe  the  magic  word 
"technology"— you'd  think  it  was  the 
Holy  Grail.  (Technology  is  like  swim- 
ming: If  you  can't  do  it,  the  act 
defies  the  imagination;  once  you  do 
it,  you  never  give  it  another  thought. ) 
Saudi  oil  minister  Ahmed  Zaki 
Yamani  says  the  oil  companies  have 
been  reduced  to  "purchasers,  refiners 
and  providers  of  technology."  It's  not 
a  bad  description.  The  situation  is 
the  culmination  of  a  series  of  oil 
events  that  had  their  beginnings  only 
in  the  1930s  and  their  financial  be- 
ginnings as  late  as  1950.  That  was 
the  year  a  Washington  lawyer  named 
John  F.  Greaney,  working  for  the 
U.S.  Treasury,  drafted  the  first  in- 
come tax  law  for  Saudi  Arabia.  The 
late  King  Ibn  Saud— King  Faisal's  fa- 
ther—and his  courtiers  wanted  more 
money  out  of  Aramco.  The  U.S. 
helped  them  get  it  by  devising  an  in- 
come tax  under  which  Aramco  paid 
50%  of  its  Saudi  oil  income  to  that 
government— deducting  such  pay- 
ments against  its  U.S.  taxes— plus  a 
royalty.  This  was  the  50-50  system 
that  quickly  caught  on  all  over  the 
oil-producing  world  and  set  in  mo- 
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$6.66 

62  y2 

Gulf 
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5.37 
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64.52 
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tion  methods  fixing  an  artificial  price 
for  Middle  Eastern  crude  oil— to  pre- 
serve the  governments'  revenues,  no 
matter  what  happened  to  the  mar- 
ket price.  It  led  ultimately  to  the 
founding  of  OPEC  and  the  familiar 
march  toward  full  nationalization 
with  which  the  international  oil  busi- 
ness is  contending  today. 

It  was  this  pattern  of  taxation  also, 
along  with  the  U.S.  allowances  for 
intangible  drilling  costs  and  deple- 
tion allowances,  that  led  the  industry 
to  book  as  much  profit  as  possible  on 
the  crude-oil-production  segment  of 
an  integrated  operation  that  ran  from 
the  wellhead  to  the  gasoline  pump. 
Profitability  in  the  other  segments  of 
the  integrated  company's  business  in 
the  last  20  years  usually  has  been 
marginal.  This  had  the  effect  of  dis- 
couraging those  companies  for  whom 
refining  and  marketing  was  pretty 
much  the  only  business.  The  profit 
was  in  the  crude,  and  those  that 
didn't  have  the  crude  suffered:  even 
some  majors  like  Mobil,  and  of  course 
the  independents.  These  companies 
had  to  be  adroit  and  make  up  in  wit 
and  management  what  they  lacked 
in  Arabian  concessions. 

It  is  true  that  all  through  the  1960s 
the  majors  made  very  decent  profits, 
such  was  the  wealth  to  be  had  in 
constantly  increasing  production  in 
the  Middle  East— where  they  had 
an  edge— and  by  the  economies  of 
scale  brought  in  with  giant  refineries 
and  the  very  large  post-Suez  tankers 
that  transported  the  crude.  Howev- 
er, the  public  benefited  too.  Indeed, 
such  was  the  efficiency  of  the  inter- 
national oil  business  that  in  the  mid- 
1960s  British  oil  consultant  and  for- 
mer journalist  J.E.  Hartshorn  could 
note  in  his  book,  OH  Companies  b- 
Governments,  that  in  mid- 1965  the 
U.S.  motorist  could  buy  a  gallon  of 
gas  for  about  the  same  price  it  was 
selling  for  in  1920.  In  Britain  the 
price  of  gasoline  had   gone  up  less 


than  a  shilling  a  gallon  over  the  same 
45-year  period  in  spite  of  a  quantum 
jump  in  the  quality  of  the  product. 

However,  the  suggestion  that  such 
an  achievement  is  the  result  of  the 
benefits  of  competition  outraged  an 
otherwise  sensible  Arab  economist 
with  whom  Forbes  talked.  To  him 
the  majors  have  been  "subsidizing 
high-cost  crude  they  get  from  else- 
where with  the  profits  they  make  on 
crude  they  get  from  us.  They  were 
subsidizing  their  refineries  or  their 
inefficiencies  in  distribution.  Who  says 
that  every  time  you  have  a  Texaco 
in  California  you  have  to  have  a  Mo- 
bil?" Sure,  that's  the  cartel  mentality 
speaking.  But  when  you  think  about 
it— and  the  oil  companies  are  today- 
why  should  they  only  break  even  on 
billions  of  dollars  worth  of  investment 
in  sophisticated  refineries,  thousands 
of  marketing  outlets?  They  are  as  nec- 
essary to  bring  oil  to  market  as  is 
the  production  pump. 

Cop-Out 

Significantly,  when  the  OPEC 
countries  attempted  direct  marketing 
of  their  crude  oil  in  1974,  they  were 
not  notably  successful.  Kuwait  tried  to 
sell  crude  in  July  at  $11.20  a  barrel 
but  could  not  find  takers  for  it.  At 
the  same  time  Gulf  and  British  Petro- 
leum, the  Kuwait  concessionaires, 
were  taking  out  Kuwaiti  crude  at  a 
price  some  $1.80  a  barrel  lower.  This 
might  have  deterred  whatever  mar- 
ket Kuwait  was  looking  for;  the 
worldwide  drop  in  oil  consumption 
brought  about  by  the  product's  high 
price  might  have  helped  as  well.  Ku- 
wait, however,  did  not  drop  the  price. 
It  leaned  on  the  companies  to  pay 
more  for  their  crude  and  shut  in  pro- 
duction to  preserve  the  high  price. 
Again,  the  cartel  mentality. 

One  very  sophisticated  petroleum 
consultant  Forbes  talked  to,  a  man 
who  knows  OPEC  and  its  setup  very 
well,   believes    that   in    the   end   the 


majors  will  be  given  discount  prices 
on  the  crude  "for  making  their  mar- 
ket position  available,  for  taking  the 
oil."  But  further,  he  has  doubts  about 
the  one-price  system  and  the  full 
OPEC  takeover  of  the  oil  companies' 
concessions.  "The  one-price  system, 
unadorned,  opens  the  way  for  big 
buying  blocks  to  play  off  one  OPEC 
nation  against  the  other.  Furthermore, 
100%  participation  makes  a  very  fun- 
damental difference.  The  majors  used 
to  be  sellers  of  the  oil;  they  had  an 
interest  in  high  crude  prices.  Taking 
over  all  the  oil  will  turn  them  into 
buyers,  interested  in  getting  their  sup- 
plies at  the  lowest  possible  price." 

The  majors,  with  their  ownership 
of  70%  of  the  world's  refining,  are  still 
in  a  very  good  position  to  shift  then- 
profit  centers  to  that  segment  of  the 
business.  A  top  executive  of  one  of  the 
biggest  oil  companies  puts  it:  "The 
pressure  is  on  today  for  all  the  in- 
vestments of  the  oil  companies  to  pro- 
duce a  profit."  With  a  volume  discount 
on  their  crude,  the  majors  would  still 
maintain  their  advantage  over  the  in- 
dependents, who  would  continue  to 
have  far  less  cash  and  market  ability 
to  lift  oil  in  great  volumes. 

Despite  Sheik  Yamani's  recent  talk 
about  squeezing  lower  prices  out  of 
the  major  oil  companies  by  selling  oil 
at  a  single  price  to  all  comers,  insiders 
in  the  industry  are  betting  on  a  kind 
of  "cocktail"  final  price.  The  cocktail 
will  contain  oil  to  be  sold  directly  by 
the  producing  country— maybe  25%  of 
production— with  the  other  75%  to  be 
sold  through  the  majors.  On  a  portion 
of  the  oil  moved  through  their  or- 
ganizations, the  majors  will  continue 
to  have  a  privileged  position— even 
though  the  oil  may  no  longer  be  of- 
ficially "owned"  by  them.  Even  if  this 
privileged  position  applies  on  only 
half  of  the  oil  moved  by  the  majors, 
they  will  retain  a  price  advantage  over 
independents  of  25  cents  a  barrel. 
Moreover,  the  price  of  U.S.  oil  is  un- 


For  some  Arabs,  the  new  wealth  has  already  arrived,  but  for  most  it  has  not. 
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ry  strong  in  global  marketing. 

r  first  foreign  enterprise  opened  in  1925  in  Europe.  Forty-four  locations 
J  22  countries  later,  Hercules  is  active,  indeed,  around  the  world.  And  in 
it  half-century,  products  manufactured  and  marketed  by  us  outside  the 
I. A.  have  become  an  important  contributor  to  the  company's  growth. 
ive  often  used  the  phrase,  world-wide  in  chemicals.'  And  it's  true. 
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1975  Chrysler  Cordoba 


xcellence  in  three  sizes. 
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Yesterday  it  was  Electronic 
Ignition.  Today,  it's  the  Phase  II 
Electronic  Ignition  System  that 
can  go  up  to  50,000  miles  without 
spark  plug  replacement. 

New  Yorker's  conveniences 
leave  little  to  be  desired.  Its 
luxury  interiors  leave  even  less. 

New  Yorker  Brougham.  Still  a 
most  beautiful  balance  between 
desirability  and  affordability. 

Cordoba. 
The  new  small  Chrysler. 

Designed  faithfully  in  the 
rich  traditions  of  Chrysler  con- 
venience and  luxury,  Cordoba  is 
at  once  an  automobile  of  great 
beauty  and  harmony. 

Seats  are  available  in  velour 
or  fine  Corinthian  leather. 

We  invite  you  to  experience 


this  new  automobile  soon  at  your 
Chrysler-Plymouth  Dealer's.  So 
very  luxurious— and  yet  surpris- 
ingly affordable— Cordoba  is 
proudly  a  Chrysler,  a  new  small 
Chrysler. 

The  Clincher 

Chrysler's  new  12-month 
unlimited  mileage  warranty. 

For  the  first  12  months  of  use 
any  Chrysler  Motors  Corporation 
Dealer  will  fix,  without  charge  for 
parts  or  labor,  any  part  of  our  1975 
passenger  cars  we  supply  (except 
tires)  which  proves  defective  in 
normal  use.  Regardless  of  mileage. 

Of  course,  the  owner  is 
responsible  for  maintenance 
service  such  as  changing  filters 
and  wiper  blades. 

^^  CHRYSLER 

^USf    MOTORS  CORPORATION 


The  Chryslers.  Imperial.  Chrysler.  Cordoba. 
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Tanqueray  Gin.  In  the  74  Christmas  Edition. 

The  gin,  the  finest  in  the  world, 
imported  from  England. 

The  package,  a  pure  Victorian. 
For  giving  or  getting,  a  singular  experience. 
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likely  to  decline  from  current  levels. 
This  extra  margin  of  profit  will  prob- 
ably continue  regardless  of  what 
OPEC  does.  A  higher  price  at  home 
is  needed  to  encourage  drilling,  espe- 
cially the  expensive  offshore  drilling. 

Granted  the  oil  companies  may  no 
longer  be  able  to  make  the  kind  of 
return  they  are  showing  this  year, 
they  are  hardly  likely  to  be  rendered 
profitless.  The  tables  on  page  21 
show  the  profits  that  the  various  oil 
companies  would  make  even  if  their 
returns  were  cut  from  the  current 
up-to-20%  down  to   10%.   The  profits 


would  still  be  considerable. 

Before  writing  off  the  international 
oil  companies,  remember  this:  OPEC 
oil  is  worthless  unless  someone  can 
refine  it  and  ship  it  and,  finally,  buy 
it.  Without  the  rest  of  the  system,  oil 
is  not  money  in  the  bank;  it  is  just 
black  stuff  in  the  ground.  If  there 
is  to  be  profit  in  oil,  a  fair  part  of  it 
will  have  to  be  left  for  the  man  who 
transports  it,  refines  it  and  sells  it. 
Oilmen  refer  to  this  part  of  their  busi- 
ness as  "downstream"  (as  opposed  to 
upstream— where  the  oil  originates). 
Chairman  Rawleigh  Warner  of  Mobil 


How  It  All  Happened 


The  oil  industry,  which  today  both 
fuels  the  world  and  disrupts  the 
world,  did  not  even  exist  until  just 
over  a  century  ago.  In  1859  a  man 
named  Edwin  L.  Drake  reckoned  that 
if  water  could  be  drilled  so  could 
oil,  and  so  he  set  up  a  derrick  and 
struck  oil  in  Titusville,  Pa. 

As  usual,  the  pioneer  did  not  walk 
off  with  the  spoils.  A  relative  late- 
comer, John  Davison  Rockefeller,  did. 
Rockefeller  did  not  even  bother  to 
go  into  the  Pennsylvania  oilfields, 
where  dozens  of  small  producers 
sprang  up  in  the  wake  of  Drake's 
dieovery.  Rockefeller  stayed  in  Cleve- 
land and  reasoned  that  the  new 
business  would  be  dominated  by  the 
company  that  refined  the  oil,  if  it  be- 
came large  enough  to  play  off  the 
small  producers  and  so  obtain  the 
lowest  possible  price  on  the  raw  mate- 
rial and  also  to  negotiate  from 
strength  with  die  railroads  carrying 
the  kerosene.  Standard  Orl  was  born. 

Standard  Oil  dominated  the  oil  in- 
dustry until  the  new  century  when 
the  courts  broke  it  up.  But  five  years 
before  that  1911  court-directed  break- 
up of  Standard  Oil,  its  dominance 
had  been  weakened  by  new  oil  dis- 
coveries in  Texas,  the  foundation  of 
both  Texaco  and  Gulf  Oil.  And  the 
advantage  was  shifting  to  holders 
of   the   raw   material,    the    crude   oil. 

Rockefeller,  with  abundant  sup- 
plies of  orb.  in  his  own  countiy,  saw 
no  need  to  prospect  for  oil  abroad. 
Standard  Oil  went  abroad  at  the  turn 
of  the  century  strictly  to  sell,  and, 
using  Rockefeller's  favorite  strategy 
of  aggressive  pricing,  dominated  the 
world  oil  industry  even  then. 

He  was  finally  challenged  by  Henri 
•  Deterding,  head  of  Royal  Dutch  Pe- 
troleum Co.,  which  started  life  as 
one  of  many  developers  of  oil  de- 
posits in  the  Dutch  East  Indies— now 
Indonesia.  Deterding  had  to  find  a 
way  to  counter  Standard's  dominance. 
First  he  gained  financing  power 
through  an  attractive  1907  merger 
with    the    British    Shell    Transport   & 
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Trading  Co.  Then  Deterding  expand- 
ed into  the  U.S.  and  Mexico.  Because 
neither  Holland  nor  England  had  oil 
reserves  at  home,  they  were  forced 
to  begin  the  oil  company  practice  of 
fanning  out  to  the  far  corners  of  the 
earth  searching  for  the  stuff.  In  1914 
Deterding  paid  $5  million  for  the  ex- 
ploration rights  in  Venezuela. 

Oil  in  the  Middle  East  first  came 
to  the  attention  of  the  world  only  in 
1908  when  British  explorers  discov- 
ered a  find  in  Persia  (later  Iran) 
leading  to  the  setting  up  of  what  is 
now  British  Petroleum.  But  in  1933 
Standard  Oil  of  California,  later  to 
pick  up  partners  in  the  Arabian 
American  Oil  Co.,  walked  off  with  the 
biggest  prize  of  all,  the  oil  concession 
for  Saudi  Arabia. 

Abounding  Ironies 

With  the  U.S.  virtually  self-suf- 
I  in  oil,  and  Europe  and  Japan 
Comfortably  supplied  with  low-cost 
Middle  Eastern  crude,  other  forms  of 
energy  were  neglected.  Now  the  in- 
dustrial nations  are  paying  for  that 
—dearly. 

The  first  warning  came  in  1951 
when  Iran,  under  the  eccentric  Mo- 
hammed Mossadegh,  kicked  out  the 
Shah  and  nationalized  the  oilfields. 
But  the  balance  had  not  yet  swung 
toward  the  oil  producers.  The  big 
oil  companies  squeezed  Iranian  oil 
ou-  of  the  world  markets,  and  a  Cen- 
tral Intelligence  Agency-aided  coup 
swept  Mossadegh  out  of  power  and 
brought  the  Shah  back  from  exile. 
Little  did  the  Western  world  realize 
how  soon  the  Shah  would  bite  the 
hand  that  had  put  him  on  the  throne. 

Under  a  compromise,  the  Iranians 
retained  title  to  the  oil  and  the  in- 
stallations, even  though  the  product 
was  still  delivered  to  the  big  oil  com- 
panies. But  in  1957  Enrico  Mattei, 
head  of  Italy's  state  oil  combine,  Ente 
Nazionale  Idrocarburi,  made  a  direct 
deal  with  Iran.  The  deal  both  by- 
passed the  majors  and  gave  the  host 
country   a   far   better   deal    than    the 
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recently  reflected:  "If  you  go  back  to 
the  beginning  of  the  business,  the  part 
that  was  attractive  was  the  down- 
stream part,  not  the  upstream  part." 
John  D.  Rockefeller  understood 
that.  His  power  was  not  in  drilling  oil 
wells  but  in  controlling  refining  and 
transportation.  The  simple  fact  is  that 
the  big  oil  companies  have  the  ships, 
the  refineries,  the  pipelines,  the  gaso- 
line stations.  Without  these  things,  the 
crude  is  useless.  We  suspect  the  Arabs 
realize  this.  Judging  by  recent  stock 
prices,  American  investors  seem  not 
to  understand  it. 


majors  had  ever  agreed  to.  Things 
were  changing. 

But  for  many  years  few  if  any  of 
the  "experts"  realized  that  the  bal- 
ance was  swinging  away  from  the  in- 
dustrial countries  and  toward  the  oil 
countries.  In  fact,  it  looked  the  other- 
way  around.  There  was  a  glut  of  oil, 
due  to  fresh  discoveries  in  North  Af- 
rica and  the  U.S.  quota  system, 
which  kept  out  most  of  the  foreign 
oil.  (Another  example  of  incredible 
short-sightedness:  The  quotas  forced 
Americans  to  use  up  their  own  di- 
minishing reserves  of  oil  rather  than 
cheap  Middle  Eastern  oil. ) 

The  tragicomedy  of  errors  reached 
its  peak  in  1960.  Faced  with  the  glut, 
the  big  oil  companies  cut  the  price 
against  the  protests  of  the  oil-pro- 
ducing countries,  which  badly  need- 
ed every  dime  they  could  get.  In  re- 

Fir:,t  Pennsylvania  oil  well,  1859. 


11 


National  Steel.  We're  cars,  and  cans, 
and  aluminum  siding,  and... 


Appliances 


Bumpers        Corrugated  Sheets        Doors        Extrusions         Furniture 


^ 


Gum  Wrappers 


Hinges 


I'Beams 


Joists 


Knife  Blades 


Ladders 


Merchant  Iron 


Needles 


Office  Buildings        Paint  Buckets 


• 2. 


Quonset  Buildings         Refrigerators  Saw  Blades 


Tubing 


Utensils 


'D 


V 


Vending  Machines    Wheel  Spiders        X  Way  Guardrails        Yacht  Components         Zippers 

For  45  years  we've  been  making  the 
steel  for  more  parts  used  in  products  J 
people  need  than  you  could  name  in  | 
one  sitting.  Progress  always  has  been 
the  National  interest.       ^ 

National  Steel  Corporation,  2800  Grant  Bldg.,  Pittsburgh,  Pa.  15219. 


sponse,  OPEC  was  born  as  counter- 
weight to  the  oil  companies  and  the 
industrial  countries. 

It  was  left  to  Muammar  Qaddafi, 
the  fanatical  dictator  of  Libya,  to 
show  how  weak  the  industrial  na- 
tions had  become  and  how  the  power 
now  rested  with  the  producing  na- 
tions. First  Qaddafi  ordered  the  U.S. 


to  leave  its  Air  Force  base  in  Libya: 
The  U.S.  meekly  complied.  Then  in 
1970,  unilaterally,  he  raised  the  price 
of  oil  by  30  cents  a  barrel  and  in- 
creased taxes.  The  big  oil  compa- 
nies tried  to  resist,  but  Occidental, 
a  newcomer,  knuckled  under.  Sud- 
denly, it  flashed  upon  OPEC:  The  em- 
peror is  naked,  the  emperor  has  no 


clothes.  It  was  not  the  industrial  na- 
tions but  the  oil  nations  who  held 
the  power. 

Less  than  three  years  from  Qad- 
dafi's  defiance,  OPEC  had  all  but 
quadrupled  the  price  of  oil.  The  en- 
tire world  has  changed.  Irrevocably. 
But  in  what  direction,  no  man  can 
yet  tell.  ■ 


How  do  you  look  at  a  company 

that's  629th* in  sales  but 

278th*  in  growth  of  earnings  per  share? 


Enthusiastically. 


*As  measured  by  The  Fortune  Double  500  Directory  1974. 


Let  us  show  you  how  we  do  it.  Ask  for  our  latest  financial  reports. 
Associated  Spring  Corporation,  Dept.  B,  Bristol,  Conn.  06010. 


Associated  Spring  Corporation. 


A 
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How  to  worry  less  about 

tighten  your  control 


First  Chicago  cash  management  systems  do  what 
they're  supposed  to  do. 

Put  you  in  tight  control  over  your  cash  flow,  put 
us  in  charge  of  the  details. 

Our  size  and  central  location  are  important,  but 
it's  how  we've  organized  our  resources  that  gives 
us  a  competitive  edge  in  the  business  of  cash 
management.         r 

Here's  how  we  do  it  at  First  Chicago. 

Cash  management  specialists, 
a  product  manager  structure. 

We're  not  like  most  banks. 

We  don't  believe  that  one  person  can  handle 
every  aspect  of  your  total  cash  management  system 
and  handle  every  aspect  well. 

Instead,  we  have  a  staff  of  product  managers  who 
work  on  the  major  components  of  your  system. 
Analysis.  Collection.  Concentration.  Disbursement. 
Information.  Control. 

Our  product  manager  structure  puts  specialists 
on  every  detail  in  your  system.  And  allows  us  to 
make  sure  your  system  keeps  working  for  you. 

Improvement  on  existing  products.  For  instance, 
our  product  manager  tor  Account  Reconciliation, 
along  with  our  people  in  both  systems  and 
operations,  completely  overhauled  this  service. 

Results:  Shorter  turnaround  time.  More 
flexible  input/output  formats.  Improved  control 
features  that  capture  encoding  errors  and  falsified 
checks.  Plus,  new  options  like  daily  paid  tapes,  a 
float  calculator  and  tape  transmissions. 

Development  of  new  products.  One  of  them, 
Optical  Scanning,  captures  turnaround  documents 
on  magnetic  tape  or  microfilm  —  or  both,  at  once. 

Collection  control  is  substantially  improved, 
processing  time  and  costs  are  cut.  In  fact,  it's  now 
possible  to  update  receivables  the  very  next  day. 


. 


Another  new  product,  First  Settlement,  featurt 
next-day-settlement  for  commodity  exchange 
transactions.  For  brokers,  faster  funds  availabili 
and  minimum  exposure  — with  collection  and 
disbursement  floats  eliminated.  For  commercial  \ 
hedgers,  quicker  coverage  of  margin  calls. 

Constant  quality  control.  There's  no  such  thing 
as  the  perfect  system.  Yet,  we  keep  working 
toward  it. 

High  standards  are  set  for  each  of  our  cash 
management  products.  Performance  is  measured  t 
against  objectives  on  a  regular  basis. 

What's  more,  quality  doesn't  stop  once  your 
system  is  in  operation.  If  you  have  a  question  on 
problem,  our  Customer  Services  Unit  wastes  no 
time  mobilizing  our  resources  to  satisfy  your  nee«i 

What's  the  right  system  for  you? 

Finding  it  is  the  job  of  another  First  Chicago 
team,  our  Consulting  Group  — industry  specialist  * 
you  won't  find  in  most  other  banks. 

With  their  knowledge  of  your  business 
requirements,  we  can  determine  what  collection 
technique,  for  example,  makes  the  best  sense  for  * 
you.  Lock  box.  Money  transfer.  Cash 
concentration.  Or  pre-authorized  checks. 

Or  the  best  information  medium.  Wire  service.  ( 
Magnetic  tape.  Telecopier.  Or  our  computer 
terminals  hooked  directly  into  your  system. 

Consultants  and  product  managers  working 
together  give  you  a  cash  management  system  thai 
fits,  not  almost  fits. 

Three  cases  in  point. 

Here's  how  we've  helped  a  few  companies  get 
better  grip  on  their  cash  flow. 

1.  A  leading  consumer  finance  company  with 
more  than  1,100  offices  in  the  U.S.  and  Canada  J 
used  as  many  local  depository  and  disbursement  \ 


ash  management  and 
t  the  same  time. 


nts.  Which  meant  substantial  idle  funds, 
lal  disbursement  float  — and  more  than  1,100 
ate  reconciliations  monthly, 
isting  them  in  bringing  their  local  accounts 
zero  balance  system  funded  by  a  master 
ntration  account,  we  solved  their  idle  funds 
sbursement  problems.  Tightened  the  control, 
'ith  daily  reports  on  the  system's  activity, 
me  centralized  reconciliation, 
or  838  separate  accounts  of  a  nationwide 
iny,  our  product  manager  set  up  a  computer 
im  to  consolidate  their  funds  for  investment 
aily  basis. 

last  year,  better  utilization  of  previously 
nds  increased  our  customer's  portfolio 
e  by  $760,000. 

V  customer  was  faced  with  the  problem  of 
ating  commissions  on  funds 
ed  from  nearly  800  distributors, 
created  a  reporting  system 
jtomatically  computes 
issions,  prepares  checks  and 
es  a  detailed  summary:  sales 
e,  deposits  and  outstanding 

Cash  management: 
a  new  era. 

t  Chicago  has  become  a  leader 
i  management,  which  has 

considerable  investment  in 
lely  specialized  manpower 
phisticated  machines. 
:an't  see  any  other  way  to  do  it. 

use  in  cash  management,  as  in 
rirst  Chicago  services, 

ushing  harder,  competing 

The  results  are  worth  it. 


We  can  offer  you  solutions  that  few  other  banks 
are  organized  to  offer.  We  can  promise  you  new 
freedom  from  your  cash  management  worries, 
perhaps  more  time  for  your  other  financial 
concerns. 

If  our  way  of  doing  things  makes  sense  to  you, 
we  think  alike.  And  we  ought  to  get  together.  Call 
Ralph  Rasmussen  at  (3 12)  732-3340. 

It's  time  you  had  a  break. 

Where  you  compete, 
we  compete. 

The  First  National  Bank  of  Chicago, 
First  Chicago  Corporation  subsidiary,  has 
installations  in  Amsterdam,  Antwerp,  Athens, 
Atlanta,  Baltimore,  Beirut,  Bogota,  Boston, 
Bridgetown,  Brussels,  Caracas,  Channel  Islands, 
Chicago,  Cleveland,  Dubai,  Dublin,  Dusseldorf, 
Edinburgh,  Frankfurt,  Geneva,  Guatemala  City, 
Hong  Kong,  Houston,  Jakarta, 
Kansas  City,  Kingston,  Lagos, 
London,  Los  Angeles,  Madrid,  Manila, 
Melbourne,  Mexico  City,  Milan, 
Montego  Bay,  Munich,  Nairobi, 
Newcastle,  New  York,  Panama  City, 
Paris,  Piraeus,  Rome,  San  Francisco, 
San  Jose,  Sao  Paulo,  Seoul,  Singapore, 
Stockholm,  Sydney,  Tehran,  Tokyo, 
Toronto,  Warsaw.  And  has  partici- 
pations in  Bangkok,  Cardiff  and 
Rotterdam.  First  Chicago  Leasing 
Corporation:  Installations  in  Chicago, 
New  York,  London  and  Toronto. 
First  Chicago  Realty  Services  Cor- 
poration: Installations  in  Chicago, 
Atlanta  and  Los  Angeles.  First 
Chicago  Asset  Management 
Corporation:  London. 


The  First  National  Bank  of  Chicago  (||| 
You  compete.  We  compete.        ^^ 


©  The  First  National  Bank  of  Chicago     Member  F.D.I.C. 


Champion  International's  Revolving  Door 


Two  years  ago,  company  executives  bid  good-bye  to  their  autocratic  boss, 
Karl  Bendetsen.  Well,  he's  back  and  now  he's  saying  bye-bye  to  them. 


Karl  Bendetsen,  the  former  Army 
commandant  of  our  World  War  II  in- 
ternment camps  for  Japanese-Ameri- 
cans, is  still  a  tough  character. 

Nearly  two  years  ago,  after  dis- 
missing some  top  executives  and  re- 
cruiting his  successor  from  outside, 
he  retired  at  65  as  chief  executive 
of  Champion  International,  the  $2.5- 
billion  plywood-and-paper  company 
that  he  had  put  together  over  seven 
years,  and  departed  on  a  long  cruise 
with  his  new  wife. 

Bendetsen  is  back.  Although  he  re- 
tains only  the  title  of  chairman  of 
the  executive  committee,  he  used  his 
still-potent  influence  with  the  Cham- 
pion board  to  fire  his  own  hand- 
picked  successor,  Thomas  Willers,  for- 
merly of  Occidental  Petroleum.  And 
Allen  Mac  Kenzie,  a  director  and 
head  of  Champion's  furnishings 
group,  is  gone  too,  along  with  Sid- 
ney Schwartz,  head  of  Champion's 
Trend  Carpet  division. 

With  characteristic  self-confidence, 
Bendetsen  told  Forbes:  "The  man- 
agement change  was  absolutely  es- 
sential." He  was  particularly  alarmed 
by  Willers'  ambitious  expansion  into 
chemicals,  carpets  and  paper. 

"This  company,"  says  Bendetsen, 
"has  to  pursue  its  basic  business  in 
plywood  and  paper.  We  can't  go 
charging  into  untried  directions." 

Bendetsen  of  Champion 
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Bendetsen's  antiexpansionism  was 
seconded  by  Champion's  investment 
banker,  Blyth  Eastman  Dillon.  Wil- 
lers was  planning  to  spend  $1.5  bil- 
lion over  five  years,  although  the  com- 
pany's debt-to-equity  ratio  was  over 
70%.  The  bankers  preferred  that 
Champion  use  its  cash,  in  part,  to  cut 
debt,  rather  than  for  all-out  expansion. 

The  housing  slump  didn't  help 
Willers,  either.  It  hit  Champion's  car- 
pet, lumber  and  plywood  operations 
very  hard.  "Between  25$  and  40%  of 
the  plywood  industry  is  shut  down," 
says  John  Ball,  a  Champion  executive 
vice  president.  "We  have  a  pretty 
good  order  file,"  says  Ball,  "but  when 
you  lose  money  on  everything  you 
sell,  it  is  a  pain  in  the  behind." 

For  Tom  Willers,  it  was  a  kick  in 
the  behind.  When  Bendetsen  de- 
manded his  letter  of  resignation,  Wil- 
lers did  not  have  an  employment  con- 
tract that  provided  for  any  severance 
pay;  he  was  making  $175,000  one 
day,  zero  the  next. 

Is  Big  Better? 

In  defense  of  Willers,  it  must  be 
said  that  while  Bendetsen  made 
Champion  big,  he  didn't  make  it  very 
profitable.  In  sales,  Champion  rivals 
Georgia-Pacific  and  Weyerhaeuser,  but 
its  7.3%  return  on  capital  (according 
to  Forbes'  Report  on  American  In- 
dustry) was  less  than  half  of  Weyer- 
haeuser's  and  below  Georgia-Pacific's. 

"We  had  been  somewhat  hobbled 
having  only  the  two  legs,  paper  and 
plywood,"  the  now-jobless  Willers  told 
Forbes.  "And  our  markets  tended  to 
be  domestic  and  narrow.  I  felt  the 
key  to  our  future  lay  in  building  a 
good  third  leg  and  expanding  over- 
seas in  paper." 

Willers  may  well  have  been  right. 
Certainly,  something  had  to  be  done 
about  Champion's  low  profitability. 
Bendetsen,  who  had  moved  on  his 
own  into  carpets  and  home  furnish- 
ings, didn't  like  what  Willers  was  do- 
ing. And  clearly  he  is  the  boss. 

This  isn't  Willers'  first  spin  through 
the  revolving  door.  Only  two  years 
ago,  he  was  fired  as  vice  chairman 
of  Occidental  Petroleum  by  its  auto- 
cratic chairman,  Armand  Hammer.  In 
Bendetsen  he  had  gotten  involved 
with  another  tough  autocrat.  (From 
the  frying  pan  into  the  fire. ) 

Bendetsen  was  always  known  as  a 
tough  boss.  As  he  neared  "retirement" 
two  years  ago,  he  passed  over  all  of 
his  own  longtime  subordinates.  First, 
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he  hired  George  Ingram  Jr.  from  Ray- 
theon to  be  his  successor.  Then  he 
changed  his  mind.  In  came  Willers, 
out  went  Ingram,  who  is  now  with 
Reed-Ingram  Corp. 

Fortunately  for  Willers,  he  is  in- 
dependently wealthy.  He  is  now  re- 
laxing in  the  11-bathroom  castle  he 
bought  in  Greenwich,  Conn,  and 
planning  for  the  future.  A  future,  he 
hopes,  without  autocrats. 

Bendetsen,  meanwhile,  is  still 
wielding  the  ax.  Trend  Carpet  is 
being  shaken  up.  A  Chattanooga  car- 
pet mill  has  been  shuttered,  and 
the  building  of  plants  for  reconstituted 
wood  has  slowed.  "We've  still  got  a 
lot  of  strengths  in  building  materials," 
Bendetsen  says,  "and  housing  will 
snap  back."  But,  despite  the  rise  in  pa- 
per income,  Champion's  1974  profits' 
upturn  will  be  blunted  by  its  weak- 
ened building  materials  side.  Net  in- 
come in  1975  could  be  off  by  20%, 
says  one  Wall  Street  analyst. 

Oh,  yes.  Champion's  new  president 
and  "chief  executive  officer"  is  An- 
drew C.  Sigler.  Sigler  formerly  head- 
ed Champion's  timber  division  and  its 
big  paper  operation  in  Hamilton, 
Ohio.  Word  around  the  company  is 
that  Sigler  wasn't  anxious  to  come  to 
New  York  headquarters;  he  was  ner- 
vous about  the  in-fighting. 

Good  luck,  Andrew  Sigler.   ■ 

Willers,  ex-Champion 


Free  Enterprise,  meet  Free  Spirit 


High  fuel  prices  can  play  havoc  with  business  profits. 
What's  a  fleet  buyer  to  do?  Relax.  Buick's  mid-size 
Century  helps  hold  the  line  on  costs.  Yet  you  get  all  the 
benefits  of  an  elegant  and  comfortable  automobile  worthy 
of  your  company's  prestige. 

Consider  prestige.  There's  no  doubt  what  the  Buick 
name  on  a  Century  represents,  be  it  the  economical 
Special  or  the  elegant  Regal.  What  better  way  to  send 
your  company  representatives  on  their  appointed  rounds? 

Consider  operating  cost.  According  to  EPA 
dynamometer  mileage  tests,  a  Century  or  Regal  with  a 
V-6  engine  produced  24  mpg  in  the  highway  tests,  for 
better  highway  fuel  economy  than  any  other  U.S. 
mid-size  car  tested* And  at  16  mpg  in  city  tests, 
these  cars  ranked  among  the  leaders. 

Yet  another  pleasant  surprise.  We  call  it  our  Maximum 
Mileage  System,  because  it  represents  the  most 


advanced  engineering  and  technology  that  Buick  can 
offer  for  1975.  Simply  put,  the  system  includes  a  catalytic 
converter  that  allows  tuning  the  engine  for  smooth 
performance  as  well  as  good  fuel  usage.  Plus  High- 
Energy  Ignition  which,  when  used  with  unleaded  gas, 
makes  for  surer  starts,  and  up  to  22,500  miles  between 
spark  plug  changes.  And  there  are  no  points  or 
condensers  to  change.  Plus  steel-belted  radial  tires  for 
longer  tread  life  and  even  more  fuel-squeezing  thrift. 
And  how's  this  for  a  no-cost  extra?  Our  nationwide 
network  of  Fleet  Sales  Managers.  Chances  are,  they  have 
the  answers  you  need  for  problems  involving  costs, 
^^^400*  resale  value,  operation,  available  options, 
^wQ^fmr   and  service  and  maintenance. 

BUnGKGweh,ma|in9le' 

Dedicated  to  the  free  Spirit  in  just  about  everyone. 


-6  n.a.  in  Century,  Ce 
H.  (LYNN)  WILSON 
4  Pennsylvania  Ave. 
irt  Washington, 
jnnsylvania  19034 
15)643-0800 
J.  (CLAIR)  MARTIN 
Corporate  Park  Dr. 
lite  Plains. 

York  10604 
14)694-1200 


ntury  Custom  or  Regal  in  California. 

A.  E.  (ARNOLD)  WARGER     D.  E.  (DON)  GLENN 

4050  West  Maple  Rd. 
Birmingham, 
Michigan  48010 
(313)642-2883 


Commerce  Plaza  1 
2021  Spring  Road 
Oak  Brook,  III.  60521 
(312)654-6400 


R.  H.  (RAY)  GEPP 

Lenox  Towers.  East, 
Suite  833 

3400  Peachtree  Road.  N.E. 
Atlanta.  Ga.  30324 
(404)  233-4202 


L.  E.  (LYLE)  PENNINGTON 

Suite  408. 

7600  Parklawn  Ave. 

Edina,  Minn.  55435 

(612)830-4121 


R.  E.  (BOB)  COLETTA 

P.O.  Box  11767, 
20  South  Hanley  Rd. 
Clayton,  Mo.  63105 
(314)  863-6490 

R.  T.  (DICK)  COLE 

Room  110. 

4019  Woodcock  Drive 

Jacksonville, 

Florida  32207 

(305)  524-8554 


W.  J.  (BILL)  BREWER 

1800  Trousdale  Drive 
Burlingame, 
California  94010 
(415)697-1330 

J.  B.  (JACK)  HENDERSON 

748  Townsgate  Road 
Thousand  Oaks, 
California  91361 
(805)495-0466 


R.  C.  (DICK)  ZIEBARTH 

20102  Center 
Ridge  Road 
Cleveland,  Ohio  441 16 
(216)  265-5067 
T.  J.  (TOM)  MOLLOY 
Suite  1407 
Frito-Lay  Building 
Exchange  Park  North 
Dallas.  Texas 
(214)358-4151 
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taken  up  where 
Noah  left  off. 

The  Ark  may  he  ohsolete. 
nil  there's  a  new  wa\  to  help 
preserve  the  species  against 
lood— and  a  host  of  other 
lei'ils. 

It's  the  watchful  eye  of  the 
satellite,  keeping  vigil  over  our 
)Ianet  and  its  ecology. 

These  orhiting  sensors  see 
nto  the  ocean  depths.  They 
nonitor  our  waterways  not  only 
i'or  flood  control  hut  lor  pollution. 
They  check  on  the  health  and 
omposition  of  our  forests. They 
rack  storms  to  help  eurh  the  threat 
io  life  and  propert\. 

RCAhuili  the  first  I'.S. 
veal her  satellite     I  IR<  )S     in 
c'(>().  Since  then.  we've  created 
,7(S  other  successful  satellites 


1     (  )<"VU  h 


asin«'l\ 


ophisticatcd.  ( )i 
lot  only  stand  w; 
'lohal  en\  ironnn 
ake  earth  1\  term 


ittingh  enough  ihecause  they're 
lamed  for  our  eustomer.  the 
National  ( )ceanic  and  Atmospheric 
\dministration  i  the  new  series 
<  called  NOAA. 

Electronics  is  creating  new 
aiys  to  make  life  heller.  And  RCA. 
diich  helped  create  the 
cchnology.  is  still  innoyating  the 
lectronic  way. 


The  electronic  way 


Mixed  Bag 


Dart  Industries'  Justin  Dart  is  having  the  time  of  his 

life  making  brilliant  decisions— as  well  as  some  dumb  ones. 


Silver-haired  Justin  Dart  must  have 
a  sense  of  humor.  Why  else  would  he 
say  that  he's  having  too  much  fun 
running  his  $l-billion  (sales)  Dart 
Industries  to  retire  now  at  age  67? 

Some  fun,  running  a  conglomerate 
whose  stock  collapsed  from  5436  in 
1972  to  103£  before  the  autumn  rally 
and  is  only  back  to  15  since.  True,  the 
consistently  profitable  conglomerate 
that  he  built  from  a  chain  of  Rexall 
Drug  Stores  is  making  more  money 
than  ever.  Sales  for  the  first  nine 
months  were  up  24%,  to  $902  million, 
while  earnings  were  up  almost  30%, 
to  $2.35  per  share. 

But  it's  not  all  giggles.  The  kill- 
joy is  Dart's  $110-million  investment 
in  land  and  land  development  that 
has  deteriorated  since  1970  into  a 
half-kiZZion-dollar  headache. 

Back  in  1970  real  estate  looked  at- 
tractive, and  Dart  had  money.  He  had 
just  sold  his  prosperous  Riker  Lab- 
oratories, an  ethical  drug  company 
that  he  started  from  scratch  in  1949, 
to  Minnesota  Mining  for  about  $150 
million  in  stock.  Dart  put  $100  million 
of  the  money  into  land,  in  what  he 
now  calls  "a  most  untimely  invest- 
ment." Prices  had  peaked;  the  mar- 
ket was  saturated;  and  accounting 
rules  were  being  tightened.  The  re- 
sult: Dart's  resort  development  divi- 
sion has  been  losing  money,  an  esti- 
mated $5  million  this  year. 

What's  worse,  the  investment  is 
still  hanging  over  his  head.  Irate  lot 
buyers  are  suing  the  company  for 
$700  million.  In  addition,  the  land  is 
still  valued  on  company  books  at  the 

Dart's  Tupperware  takes  the  stage 
in  a  recent  episode  of  the  top 
TV  comedy  "All   in  the  Family." 


inflated  prices  that  Dart  paid.  The 
company,  which  wants  out  of  the  land 
business  "at  the  first  opportunity," 
may  be  forced  to  take  a  massive  write* 
down  sooner  or  later. 

Dart's  land  isn't  the  only  invest- 
ment that  provokes  frowns.  Justin 
Dart  put  some  more  of  his  3M  mon- 
ey into  stock,  and,  to  make  matters 
worse,  utility  stocks.  So  far  this  year, 
the  company  has  written  down  the 
portfolio  by  $11.8  million  and 
charged  it  against  earnings.  Dart 
doesn't  expect  further  write-downs. 
In  fact,  to  the  extent  he  has  written 
down  the  portfolio  and  not  sold  it, 
he  is  providing  a  cushion  estimated 
at  50  cents  a  share  for  another  less 
prosperous  year. 

Dart  also  has  at  least  two  big  lack- 
luster subsidiaries.  One  called  Vanda 
Beauty  Counselors,  started  eight  years 
ago  at  a  cost  exceeding  $22  million 
to  compete  with  Avon  Products,  has 
yet  to  turn  a  profit.  The  other  is 
Thatcher  Glass,  which  was  bought  in 
1966  for  $110  million  in  stock.  It 
makes  money,  but  faces  a  flat  future. 

So  what's  the  fun  in  Justin  Dart's 
life?  Part  of  the  answer  is  the  Tup- 
perware division,  a  money  machine 
that  has  covered  all  his  misjudgments 
in  a  sea  of  green.  Tupper  makes  Tup- 
perware, a  line  of  inexpensive  plastic 
food  containers  sold  to  homemakers 
through  the  home  "party"  system. 
Homemakers  can't  get  enough  of  the 
stuff.  Tupperware,  acquired  in  1958 
for  a  modest  $15  million  in  stock  and 
cash,  has  grown  15%  a  year  for  the 
past  16  years.  It  accounts  for  well 
over  50%  of  Dart  earnings  on  only 
about  25%  of  sales. 

There  are  no  signs  of  a  letdown. 
In  fact,  this  year's  troubled  economy 


seems  to  have  helped  Tupperware. 
Dart  figures  that  families  are  buying 
more  plastic  bowls  to  prevent  even  a 
costly  carrot  or  two  from  spoiling 
ahead  of  time.  Also,  it  is  getting  easier 
to  recruit  salespeople  as  the  economy 
gets  worse.  The  company  has  added 
15%  more  salespeople.  As  analyst  Ro- 
land Underhill  of  Los  Angeles'  Crow- 
ell  Weedon  puts  it:  "Women  come 
out  of  the  woodwork  to  sell  the  stuff." 

In  all,  Tupperware  is  sold  in  30 
countries  by  independent  agents  who 
recruit  ordinary  people  to  invite  their 
friends  to  their  home  for  an  evening 
of  buying  plastic  cups  and  bowls. 
The  "party"  is  such  a  common  aspect 
of  Middle  America  entertaining  that 
the  TV  writers  have  folded  it  into 
their  scripts  (see  picture). 

And  say  this  for  Tupperware— it 
has  a  quality  reputation.  The  original 
plastic  lid  seal— developed  by  Earl 
Tupper  way  back  in  the  1940s— has 
been  imitated  by  competitors.  But 
Dart  eclipsed  them  in  1970  by  de- 
veloping an  advanced  seal.  "We  paid 
M.I.T.  $250,000  to  do  the  mathe- 
matical engineering,"  boasts  Dart. 
"Now  we  have  it,  and  it's  .  .  .  com- 
pletely protected  by  patents." 

Chemicals  Too 

Tupperware  isn't  Dart's  only  bright 
spot.  The  company  is  also  making 
money  on  plastic  raw  materials— pri- 
marily polyethylene  and  polypropy- 
lene. Getting  into  that  field,  Dart  ad- 
mits, "was  the  right  decision  for  the 
wrong  reasons.  We  were  in  plastic 
bottles  and  we  had  Tupper,  so  we 
decided  to  back-integrate."  Today  the 
company  is  no  longer  in  plastic  bot- 
des  because  of  a  Federal  Trade  Com- 
mission antitrust  challenge,  and  Tup- 
perware uses  about  10%  of  the  plas- 
tics produced.  But  obviously,  the  di- 
vision has  plenty  of  other  customers. 

This  is  the  year  to  be  in  chemi- 
cals and  plastics,  and  it's  showing  up 
on  Dart's  bottom  line.  Stock  analyst  El- 
len Enzler  of  E.F.  Hutton's  Los  An- 
geles office  estimates  that  the  plastics 
group— which  also  includes  counter 
tops  and  garden  hose— will  contrib- 
ute profits  of  $53  million  on  sales  of 
$385  million  this  year,  vs.  $45  million 
on  sales  of  $333  million  last  year. 

For  the  future,  Dart  says  the  most 
promising  new  area  is  chemical  spe- 
cialties, including  pollution-control 
systems.  Dart  notes:  "They  are  sci- 
entifically intensive  rather  than  capi- 
tal intensive,  and  we  can  utilize  the 
knowledge  and  expertise  we  have." 

Dart  himself  is  a  man  of  vast  en- 
ergy who  parlayed  a  football  career 
at  Northwestern  into  a  successful 
business  career  at  Rexall  drugs.  Along 
the  way  he  married  well,  first  to  tin- 
heiress   of   Walgreen's,    a   drug   store 
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Everybody's 

talking  about 
America's  need  for 

American  energy. 

#  Tesoro 
is  doing  something 

about  it. 


We're  not  going  to  tell  you  that  Tesoro  Pe- 
troleum Corporation  — even  though  it's 
America's  fastest-growing  energy  company- 
is  outspending  the  energy  giants  in  U.  S.  oil 
and  gas  exploration  and  development. 

Everyone  who  reads  knows  that  all  of 
America's  energy  companies  are  involved  in 
the  search  for  domestic  reserves.  But  what 
does  separate  Tesoro  from  the  rest  of  the 
industry  is  the  level  of  its  commitment  to 
American  energy  in  proportion  to  its  total 
expenditures. 

First  of  all,  it's  important  to  understand 
that  every  year  for  the  past  ten  years,  Tesoro 
has  recycled  into  the  energy  business  all  it 
earns— and  then  some— and  that  this  year 
will  be  no  exception.  But  this  year  there  will 
be  one  significant  difference— almost  all  of 
Tesoro's  $108  million  expenditures  in  Fiscal 
1975  will  go  into  oil  and  gas  exploration  and 
development,  with  the  bulk  of  this  money 
earmarked  for  domestic  use.  Tesoro's  man- 
agement has  doubled  expenditures  within 
the  United  States,  where  Tesoro's  cost  of  dis- 
covery is  far  below  the  industry  average. 

Tesoro,  now  active  in  29  states,  has 
entered  the  offshore  U.  S.  search  for  oil  and 
gas  reserves— started  onshore  drilling  in 


Alaska,  in  the  deep  areas  of  central  Louisiana 
and  the  Mississippi- Alabama- Florida  trend— 
and  is  now  preparing  for  deep  exploratory 
drilling  in  East  Texas. 

Because  America  needs  American 
energy,  Tesoro  is  accelerating  its  efforts  to 
increase  America's  oil  and  gas  reserves  as 
well  as  its  coal  production.  Tesoro  believes 
this  is  the  intelligent  direction  for  an  Ameri- 
can energy  company  to  take  today. 

Toreserve  a  copy  of  Tesoro's  197  b  Annual  Report, 
please  write:  Dr.  Robert  V.  West,  Jr.,  Chairman  of  the 
Board  and  Chief  Executive  Officer,  Tesoro  Petroleum 
Corp.,  8700  Tesoro  Drive,  San  Antonio,  Texas  78286. 
Or  telephone  (512)  828-8^8^. 


TESORO  PETROLEUM  CORPORATION 


chain  he  headed,  and  later  to  a  young 
actress  named  Jane  Bryan,  who  re- 
portedly gave  up  her  career  for  him 
on  the  advice  of  Bette  Davis.  A  long- 
time friend  describes  him  as  a  "physi- 
cal culturist  who  even  likes  to  swing 
a  pick  axe.  The  excuse  is  to  do  land- 
scaping around  his  home,  but  what 
he  really  wants  is  exercise." 

"Conglomerate"  is  a  bad  word 
these  days,  and  Dart's  alert  public 
relations  men  try  to  downplay  that 


aspect  of  the  company  with  the  idea 
of  a  unifying  "consumer  products" 
theme.  But  Dart  says  the  need  for  a 
theme  is  "baloney."  He  refuses  to 
apologize  for  his  company. 

In  fact,  only  a  man  who  enjoyed 
building  the  kind  of  company  he 
built  would  tell  a  reporter  (for  quota- 
tion): "The  company  would  consider 
acquiring  any  kind  of  business  that 
looked  good.  Almost  nothing  we've 
bought   really   fit   what   we   had    al- 


ready." Warming  to  his  subject,  he 
added:  "When  we  bought  Tupper,  I 
said:  'It  fits  because  we  have  plastic 
pipe!'  That  was  about  as  spurious  an 
argument  as  I've  ever  been  guilty  of. 
[It  was]  just  to  satisfy  Wall  Street." 

If  he  can  ever  make  himself  retire, 
what  kind  of  man  would  he  want  as  a 
successor?  His  quick  answer:  a  young 
man  with  guts,  who  isn't  afraid  to 
take  chances  or  even  make  mistakes. 

In  other  words,  a  man  like  Dart.   ■ 


Filling  In  The  Blanks 
With  Profits 

That's  what  Canada's  Moore  Corp.  has 
been  doing  in  paper  forms  for  90  years. 
Even  recession  seems  to  pose  little  threat. 


Ask  at  Toronto-based  Moore  Corp., 
North  America's  largest  maker  of 
business  forms,  how's  business,  and 
you  get  a  considered,  conservative 
answer.  Yes,  this  has  been  a  very  good 
year.  No,  next  year  does  not  look  as 
robust.  Still,  they  might  add  circum- 
spectly, it  could  very  well  be  a  record. 

That's  business  as  usual  for  Moore 
Corp.,  which  still  dominates  the  in- 
dustry it  created  some  90  years  ago 
when  founder  Samuel  J.  Moore,  a 
Canadian  printer,  turned  out  the  first 
sales  book  with  carbon  interleafing 
and  consecutively  numbered  pages. 
For  the  last  ten  years  Moore  has 
shown  an  average  annual  gain  of  12% 
in  sales  and  13%  in  earnings,  while 
its  17%  return  on  total  capital  puts 
it  in  the  class  of  such  office  equip- 
ment front-runners  as  International 
Business  Machines  and  Xerox. 

This  year  differs  only  in  being  bet- 
ter still.  Aided  by  fear  buying,  earn- 
ings were  up  some  40%  at  the  end 
of  nine  months,  despite  a  21%  pen- 
alty incurred  by  a  recent  switch  to 
last-in-first-out  accounting.  And  sales, 
including  for  the  first  time  those  of 
a  major  British  acquisition,  Lamson 
Industries,  could  approach  $1  billion, 
compared  with  last  year's  sales  of 
$587  million. 

Moore  still  has  some  30%  of  the 
$1.7-billion  U.S.  manifold-form  mar- 
ket, vs.  around  8%  each  for  runner- 
up  competitors  Standard  Begister  and 
UABCO.  The  only  way  to  topple  it 
would  seem  to  be  via  technological 
revolution.  And,  says  Arthur  D.  Little 
analyst  Anthony  Niskanen,  "The  state 
of  the  art  in  microfilm  and  electronic 
transfer  systems  is  still  such  that  pa- 
per business  forms  are  going  to  be  the 


preferred  vehicle  for  some  time." 

In  paper  forms,  Niskanen  goes  on, 
"Moore  is  keeping  up  and  in  some 
areas  increasing  its  leadership  in  tech- 
nology and  manufacturing  techniques. 
It  also  has  by  far  the  strongest  mar- 
keting and  servicing  force  in  the  in- 
dustry,"—over  730  sales  and  service 
centers,  supporting  2,700  salesmen. 

Moore's  size  enables  it  to  spread 
its  costs  wider,  and  to  develop 
through  Kidder  Press  its  own  special- 
ized machinery  to  print  its  forms; 
competitors  are  often  reduced  to  buy- 
ing Kidder's  older  models.  Moore  vol- 
ume is  great  enough  to  support  48 
U.S.  form-making  plants  close  to  cus- 
tomers, who  can  get  quick  delivery  of 
forms  in  lieu  of  carrying  heavy  in- 
ventories. Finally,  Moore  has  money. 
Says  President  David  W.  Barr,  64, 
"Despite  substantial  capital  spending 
last  year  and  this,  and  the  acquisi- 
tion of  Lamson  late  last  year,  we  are 
currently  running  a  sizable  cash  sur- 
plus that  is  bringing  us  several  mil- 
lions in  investment  income"— around 
$4.5  million  this  year,  in  fact. 

Rough-Weather  Capability 

Will  Moore  fare  as  well  in  the 
developing  recession?  Probably  not, 
says  Barr,  though  that  could  mean 
slower  growth  rather  than  a  down- 
turn: "You  must  remember  that  while 
business  moves  into  a  recession  and 
records  less  volume,  paper  transac- 
tions continue  to  be  recorded.  It's  just 
that  they're  written  for  lesser 
amounts."  In  the  1970-71  recession, 
much  of  the  business-forms  industry 
did  experience  a  downturn  in  earn- 
ings—but not  Moore.  Instead,  it 
slashed   away   at   costs,   reducing   its 


work  force  by  1,000,  or  about  7%. 

Moore's  longer-run  growth  is  tied 
above  all  to  computer  usage,  which 
eats  up  some  60%  of  its  forms  output. 
And  while  domestic  computer  use  will 
surely  continue  to  grow,  it  is  doubt- 
ful whether  that  growth  will  be  as 
rapid  in  the  next  decade  as  in  the 
past  one. 

Forecasts  of  a  12%  to  15%  growth 
rate  for  paper-forms  usage  in  Eu- 
rope was  clearly  behind  Moore's  de- 
cision to  lay  out  $45  million  late  last 
year  for  52%  control  of  Britain's  Lam- 
son Industries.  For  almost  a  decade 
Moore  had  had  a  20%  stake  in 
Lamson,  plus  cross-licensing  agree- 
ments—and Lamson  liked  it  that  way. 
But  some  unprofitable  diversification 
had  weakened  Lamson 's  ability  to 
stave  off  Moore's  bid  for  control. 

Says  Barr:  "We  decided  to  put  it 
to  Lamson's  management  last  year,  and 
told  them  let's  get  together.  We  told 
them  we  were  prepared  to  buy  a  ma- 
jority interest." 

Though  Lamson,  because  of  intense 
competition,  had  to  sell  off  its  elec- 
tronic calculator  business,  its  core 
business-form  business  is  a  jewel, 
especially  its  European  operation 
whose  earnings  for  some  years  have 
exceeded  those  in  the  U.K.  Lamson's 
Australian  and  African  operations  are 
also  flourishing.  Says  Arthur  Little's 
Niskanen:  "Moore  bought  Lamson 
and  overnight  effectively  became  No. 
One  in  forms  in  the  world.  They  ac- 
complished it  at  a  cost  of  just  $45 
million.  I  think  the  Lamson  deal  could 
turn  out  to  be  as  good  a  deal  for 
Moore  in  the  next  ten  years  as  the 
Xerox  arrangement  with  the  Bank  Or- 
ganisation was  for  Xerox  during  (lie 
Sixties." 

Even  the  cost  of  financing  tin-  Lam- 
son deal  came  cheap— 6%  for  a  $50- 
million  debt  issue  floated  in  the  spi  ing 
of  1974,  Moore's  first  in  many  years. 
"In  financial  circles  around  here,"  says 
the  usually  staid  David  Ban  with  a 
grin,  "I  hear  we  are  being  called 
the  Jesse  James  gang." 

But  then,  hasn't  Moore  alwayi 
known  how  to  get  the  job  done  a 
little  cheaper  than  the  competition?  ■ 
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THESE  DAYS,  WHEN 
PEOPLE  MAY  NOT 
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GIVE  THE  BEST. 
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Now,  when  you  buy  Admiral  products,  you  not 
only  get  the  reliability  that  comes  from  Admiral's 
40  years  of  experience,  you  also  get  the  backing 
of  Rockwell.  Rockwell  International,  a  $4-billion- 
plus  corporation  known  for  its  technological 
expertise  and  quality  manufacturing  capabilities. 


The  company  that  helped  put  man  on  the  moon 
with  Apollo.  The  company  that's  built  around 
the  idea  of  applying  advanced  technology  to 
products  that  touch  your  life  every  day.  From 
Rockwell  electronic  calculators,  to  power  tools,  to 
a  wide  range  of  industrial  products.  And  now 


Simulated  TV  reception. 


dmiral  home  entertainment  products  and  major 
opliances.  For  more  about  us  and  how  we're 
iitting  science  to  work  in  our  aerospace,  auto- 

ve,  consumer,  electronics  and  industrial 
aerations,  write  Rockwell  International, 
ept.  815R,  600  Grant  St.,  Pittsburgh,  PA  15219. 


* 


Rockwell  International 

. .  .where  science  gets  down  to  business 


IO-Y6AR 
FINANCIAL  RECORD 


HOW  C6CO  RANKS 

Fortune  Magazine's  rankings  of  the  500  largest 
publicly-held  industrial  corporations  in  the 
United  States  as  disclosed  in  May,  1 973, 
shows  Ceco  in  the  following  positions: 

482nd  in  net  sales 

393rd  in  net  income 

473rd  in  assets 

448th  in  stockholders'  investment 

265th  in  net  income  as  per  cent  of  sales 

1 96th  in  net  income  as  per  cent  of 

stockholders'  investment 
1 23rd  in  ten-year  growth  rate  in  earnings 

per  share 


Th«  Caco  Co'ponrion  •nd  Subildiarta 

CONSOLIDATED  SUMMARY  OF  OPERATIONS 


1964 


1965         1966         1967        1968 


1969 


1970 


1971         1972 


1973 


(000  omirai)                                                          Net  Sales 

Net  Income  Before  Income  Taxes 

Provision  for  Income  Taxes 

$105,944 
S  6,520 
$     3.146 

$133,318 
$  9.432 
$    4,293 

$155,229 
$  13,132 
$     6,177 

$154,973 
5  14.139 
$     6,678 

$174,421 
$   13,749 
$     7,062 

$185,408 
$  15.159 
$     8.072 

$189,082 
$  13.415 

$     6.794 

$204,865 
$  16.514 
$     8.468 

$217,221 
$   16.806 

$     8.323 

$248,432 
$  18,543 
$     9.055 

Net  Income  for  the  Year 

$     3.374 

$     5.139 

$     6,955 

$     7,461 
$2.18 

$     6,687 
$193 

$     7.087 
$2.05 

$     6,621 
$191 

$     8.046 

S     8.483 

$     9.488 

Net  Income  per  Share 

$1.12 

$153 

$2.04 

$231 

$245 

$27< 

Cash  Dividends  Declared  per  Common  Share 

J  .4625 

$  .50 

$    60 

$    75 

$    80 

$  .825 

$    90 

$    909 

$    945 

5    987 

Average  Common  Shares  Outstanding  for  the  Year 

3.016 

3.357 

3.416 

3.421 

3.466 

3,458 

3.471 

3.478 

3.464 

3,451 

S     2,337 

$     2,818 

$     3.177 

$     3,339 

$     3.683 

$     3.989 

t     4.292 

$     4.987 

$      4.817 

$     5.141 

Capital  Expenditures 

»  2,458 
$111,206 

$  3.045 
$134,346 
$  49.000 

$  3.581 
$159,566 
$  57.000 

i 

$     6,970 
$160,850 
$  63.000 

< 

$     5.139 
$181,576 
$  70,000 

$     5,702 
$197,063 
$  81.000 

$     6.885 

$     3.975 

$     6.690 

$     6.717 

New  Orders 

$190,807 
$  83.000 

$203,243 
$  83,000 

$227,909 
$  94.000 

$272,004 

Unfilled  Orderc  at  Year  End 

S  37.000 

$118,000 

CONSOUIOAT60  FINANCIAL  POSITION 

Working  Capital 

J  24,829 

$  31,610 

$  35.130 

$  37.799 

$  53.369 

$  53.417 

$  53,126 

$  56,963 

$  57,428 

$  61.262 

Current  Ratio 

2.8 

2-5 

2.9 

2.9 

4.1 

3.7 

4.1 

39 

3.7 

3  0 

Property,  Plant  and  Equipment — Net 
___^_        Nonconvcniblc  Long-Term  Debt 

$  26,136 
J  12,800 

$  31.932 
$   18.800 

$  32.337 
$   17,620 

$  35,968 
5   18,526 

$  37.837 
$   16,757 
$   15.000 

$  39.S50 
$   15,407 
$   15,000 

$  42.143 
$  14.050 
$   15.000 

$  41.131 
$  12.687 
$  15.000 

$  43.004 
$  11.181 
$   15.000 

$  44,580 
$   14.631 
$  15.000 

Stockholders'  Investment 

J  37.553 

»  57,489 

$  57^34 

$  57,617 

$  58.006 

$  61,731 

$  65.618 

$  69,570 

$  73.955 

$  79.763 

Return  on  Stockholder*'  Investment 


NET  SALES  AND  NEW  ORDERS 


Millions  of  dollars 

Net  sales  ifR 
New  orders  H 


EARNINGS  AND  DIVIDENDS 

Dollars  (per  snare  of  common  slock} 
Dividends 

Earnings  retained  ■ 


Rediscover 

a  company  that  has  paid  dividends 
every  year  since  1921 


Send  for  Ceco's  annual  and  interim  reports,  and  learn  more 
about  this  well-managed  company,  one  of  Fortune's  500,  that 
has  paid  dividends  without  interruption  for  53  years.  Discover 
why  Ceco's  first-half  1974  earnings  were  up  81  per  cent  on  a 
net-sales  rise  of  24  per  cent,  compared  with  the  same  period 
last  year. 

Ceco  serves  the  construction  industry  with  a  diverse  line  of 
products  and  services  for  industrial  plants,  office  buildings, 
shopping  centers,  parking  structures,  hospitals,  schools, 
colleges  and  multi-story  residential  buildings.  Also,  airports, 
stadiums,  highway  bridges,  energy  producing  facilities,  and 
water  and  sewer  projects.  This  broad  base  spreads  Ceco's 
opportunities  for  growth  in  revenue  and  earnings.  When  some 
types  of  construction  are  in  low  demand,  others  are  usually 
on  the  rise,  which  gives  the  company  a  continuing  vigorous 
market. 

Write  for  the  reports  today. 


CECO 


The  Ceco  Corporation 

5601  West  26th  Street  •  Chicago.  Ill  6i 


Bargains  Aren't  Always  Bargains 


All  the  way  down  with  the  stock  market,  many  companies 
have  been  buying  their  own  stock.  Most  of  them 
haven't  been  very  sharp  about  their  timing. 


Just  over  a  year  ago,  Fuqua  Indus- 
tries of  Atlanta,  Ga.  offered  its  share- 
holders a  chance  to  swap  their  com- 
mon stock  for  bonds  paying  9.5%  at 
an  offering  price  per  share  of  $15,  as 
against  a  then  current  market  price 
of  $11.25.  Over  1.2  million  of  Fuqua's 
9.7  million  outstanding  shares  came 
pouring  in.  After  all,  Fuqua  common 
paid  no  dividend  and  just  might  not 
see  15  again  for  some  time. 

The  tendering  shareholders  were 
right.  Today  Fuqua  common  sells  at 
4%.  And  Fuqua  Industries?  Well,  not 
only  has  the  company  suffered  a 
$12.6-million  paper  loss  on  its  invest- 
ment, it  has  worsened  its  debt-to- 
equity  ratio  with  an  additional  $18 
million  in  debt  to  finance  the  deal, 
and  lowered  its  current  earnings  by 
$800,000  after  taxes  because  of  carry- 
ing charges  on  the  added  $18  million. 

Fuqua  Industries  has  plenty  of 
company,  of  course. 

In  the  first  five  months  of  1974, 
City  Investing  acquired  1.6  million  of 
its  outstanding  21.6  million  shares 
at  an  average  per-share  price  of 
$13.19.  Another  1.3  million,  acquired 
by  City  during  1973,  cost  slighdy  less. 
Total  paper  loss  to  date  on  those 
2.9  million  repurchased  shares:  over 
$20  million. 

One  of  the  biggest  of  the  buy-back 


deals  involved  Teledyne,  Inc.,  the  big 
Los  Angeles-based  conglomerate.  In 
a  series  of  three  tender  offers  over 
the  past  two  years,  Teledyne  has  cut 
its  outstanding  common  capitalization 
by  over  40%-from  32  million  to  18.4 
million  shares  outstanding.  But  after 
each  tender,  Teledyne  common  sank 
even  lower  than  it  was  before.  The 
paper  loss  to  the  company  is  prob- 
ably close  to  $140  million,  and  Tele- 
dyne is  left  with  much  more  debt 
than  it  had  before  it  got  into  the 
tendering  business. 

The  list  goes  on  and  on. 

Hungry  investment  bankers,  of 
course,  are  all  for  it.  Listen,  for  ex- 
ample, to  John  Shad,  who  has  head- 
ed investment  banking  operations  at 
Wall  Street's  E.F.  Hutton  since  1963: 
"Today,  few  publicly  owned  compa- 
nies can  realize  as  high  a  current  and 
future  rate  of  return,  with  as  great  a 
degree  of  certainty,  through  internal 
expansion  or  acquisitions  as  they  can 
through  the  reacquisition  at  present 
prices  of  a  portion  of  their  outstand- 
ing shares." 

Be  that  as  it  may,  if  ordinary  mor- 
tals had  suffered  setbacks  on  that  or- 
der, they  might  be  inclined  to  regard 
such  investments  as  mistakes.  Bad 
mistakes.  But  companies,  it  seems, 
are  not  ordinary  mortals. 


"I  don't  think  you  can  make  a  di- 
rect analogy  to  individual  investors 
when  a  company  buys  back  its  own 
stock,"  says  Fuqua  Industries  Senior 
Vice  President  Lawrence  Klamon. 

Why  not? 

"Well,  you're  reacquiring  yourself. 
Now  I  grant  you  we  did  incur  $18.2 
million  in  debt,  and  we  took  it  out  of 
equity,  so,  if  you  will,  there's  a  $36- 
million  swing  on  our  balance  sheet. 
However,  what  does  it  cost  us?  I 
mean  ultimately  the  debt  has  to  be 
retired  in  24  years.  But  today,  in  cur- 
rent costs,  it  costs  us  about  $1.7  mil- 
lion pretax,  or  about  $800,000  after 
taxes,  to  pay  the  interest  on  that 
debt.  So  for  an  out-of-pocket  cost  of 
$800,000  we  shrunk  our  outstanding 
capitalization  by  13%,  which  en- 
hanced the  value  of  the  remaining 
stock.  It  increased  the  earnings  per 
share  and  the  book  value  per  share. 

"And  of  course  we've  got  that  stock 
available  for  reissuance." 

Question  Of  When 

But  the  timing  of  the  deal  was 
.  .  .  rather  unfortunate,  wasn't  it? 

"Obviously,  had  we  been  able  to 
do  it  at  $4  or  $5  [a  share]  it  would 
have  cost  us  less  than  at  $15,"  Kla- 
mon concedes.  "But  I  don't  think  you 
can  time  a  program  like  this  to  what 
I  hope  are  relatively  short  swings  in 
the  market.  We  thought  at  the  time 
our  stock  was  undervalued.  And  we 
were  able  to  buy  it  back  for  under 
book  value.  We  think  our  stock  is 
even  more  undervalued  today!" 

Then  why  isn't  Fuqua  Industries 
out  there  buying  in  even  more  of  its 
own  stock?  If  it  was  a  good  deal  at 
15,  it  must  be  a  fantastic  deal  at  4&1 

An  embarrassing  question,  that. 

"Two  reasons,"  Klamon  replies. 
"First,  we  would  have  to  take  on 
more  debt.  When  we  did  this  deal 
our  debt-to-equity  ratio  was  in  the 
low  40s,  high  30s.  Today  it  is  about 
1:1.  I  think,  from  a  prudent  point 
of  view,  it  shouldn't  be  substantially 
higher  than  that. 

"Secondly,  with  our  stock  at  this 
price,  I'm  not  sure  how  many  shares 
we  would  get  in  on  a  bond  swap  at 
a  reasonable  premium.  We'd  have  to 
offer  a  substantial  premium  over  mar- 
ket to  get  any  stock  back.  And  what 
kind  of  debt  would  we  have  to  of- 
fer? Mos  of  your  small  shareholders 
don't   understand   debt   that   sells   at 
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Wall  Street  says 
Buy"... 
Charleston, 
Fayetteville, 
Phoenix  also. 

The  latest  "buy"  recommendation 
is  Malcolm  Forbes  "Fact  and  Com- 
ment". Read  what  The  Wall  St. 
Journal  says— 

"The  editor  sometimes  seems  to 
explode  at  his  typewriter.  Anyone 
can  find  here  strong  and  often 
pungent  expressions  of  opinion  on 
just  about  anything  .  .  .  has  a  lot  to 
say  about  business  and  the  stock 
market ...  a  number  of  his  pre- 
dictions have  been  right  on  the 
mark." 

and  the  Charleston  News  Courier— 

"Malcolm  Forbes  has  had  consid- 
erable effect  on  the  business  com- 
munity of  this  country,  and  this 
book  is  a  documentary  of  that  ef- 
fect. What  is  contained  here  is 
something  that  not  everyone  will 
agree  with,  but  it  is  something  that 
most  people  should  be  exposed 
to." 

and  the  Fayetteville 
Observer  and  Times— 

"...sometimes  fascinating  and  al- 
ways illuminating  ...  his  overall 
approach  is  refreshingly  caustic 
and  appropriately  complimentary." 

and  the  Phoenix  Gazette— 

".  .  .  sometimes  pithy,  sometimes 
ruminative,  often  humorous,  never 
impetuous.  He  hasn't  been  afraid 
to  speculate  on  political  futures  nor 
to  speak  out  against  proposals  con- 
sidered dangerous  to  the  country's 
health." 


At  your 

bookstore 

or 

mail  the  coupon 


Forbes  Inc.,  Dept.  S, 

60  Fifth  Avenue,  N.Y.,  N.Y.  10011 


Please  send  me_ 


.copies  of  Malcolm 


Forbes'  Fact  and  Comment  at  the  ad- 
dress below.  My  payment  of  $_ 


covering  the  above  copies  at  $7.95  a 
copy  is  enclosed.  (No  charge  for  ship- 
ping and  handling.) 


Name. 


(please  print) 


Address. 


City- 


State. 


.Zip. 


N.Y.  State  residents,  please  add  appli- 
cable local  taxes,  as  required  by  law. 


BUY-BACK  LOSERS 

Many  companies  who  bought  in  their 

Shares 
Company                          Outstandin) 
(millions) 

own  stock  last  yeai 

Shares          Average 
I  Pu  rchased       Pu  rchase 
(millions)          Price 

-  have  lost  badly. 

Repurchase 
Recent           Loss 
Price        (millions) 

American  Gen.  Insurance 
American  Standard* 
Arlen  Realty 
City  Investing** 
Crown  Cork  &  Seal 

21.6 
12.2 
22.0 
20.5 
1.5 

3.8 
1.3 
0.8 
2.9 
0.8 

$17.00 

12.88 

5.00 

12.75 

24.71 

87/s 
8V2 
Vh 
SVi 
16V4 

$30.3 

5.7 

3.2 

21.0 

7.1 

Fuqua  Industries 

Gulf  Oil 

Macmillan 

Minnesota  Mining  &  Mfg. 

Monogram  Industries 

8.6, 

•     19.5 

12.5 

11.4 

3.8 

1.2 
13.0 
1.2 
0.4 
0.7 

15.00 
26.00 
13.00 
81.83 
7.12 

4V2 

17 

35/8 

525/a 
5% 

12.6 

117.0 

11.2 

13.1 

1.3 

Rapid-American 
Rockwell  International 
Teledyne  Inc.* 
Warner  Communications 
Zapata  Corp. 

6.8 
30.4 
18.4 
15.9 

2.9 

2.4 
1.5 
1.6 
3.4 
1.3 

15.00 
27.50 
14.00 
15.50 
25.00 

91A 
18% 

9% 

7s/s 

23  Vs 

13.8 
13.7 

7.4 
26.8 

2.5 

•1973  through  Jon.  1974.     **1973  tr 

rough 

mid-1974. 

a  discount.  And  at  today's  market,  to 
put  out  a  piece  of  paper  that  would 
sell  close  to  par,  we'd  have  to  put 
a  12%  to  13%  interest  rate  on  it  prob- 
ably. I  think  it  looks  pretty  bad,  at 
least  from  a  cosmetic  point  of  view,  to 
have  to  put  out  that  kind  of  rate." 

Translation:  Fuqua  Industries— and  a 
lot  of  other  companies  that  bought 
in  their  own  stock— made  the  classic 
odd-lotter's  mistake:  They  tried  to 
guess  the  bottom  of  the  market  and 
failed.  In  short,  they  got  burned.  Now 
they'd  like  to  buy  more  but  they 
can't.  They've  already  spent  all  they 
can  afford.  A  rather  dramatic  dis- 
proof of  the  old  idea  that  "insiders" 
somehow  are  smarter  and  better  in- 
formed than  "outsiders."  These  days, 
it  seems,  everyone  is  an  odd-lotter! 

Do  Fuqua  shareholders  sleep  easier 
at  night  knowing  that  the  company's 
earnings  and  book  value  are  now 
spread  over  a  much  smaller  number 
of  shares?  Perhaps.  But  that's  cold 
comfort  with  Fuqua  shares  selling  for 
less  than  half  of  what  they  were  a 
year  ago.  Buying  in  13%  of  its  own 
shares  didn't  exactly  help  Fuqua  sup- 
port the  price  of  its  stock.  And,  of 
course,  if  Fuqua  had  not  made  the 
bond  swap  offer  the  company  would 
have  higher  total  earnings,  a  better 
debt-to-equity  ratio,  and  no  $12.6- 
million  loss  in  its  portfolio.  Or,  it  could 
have  invested  that  borrowed  $18.2 
million  in  new  facilities. 

Wrong,  says  Hutton's  Shad.  "If 
a  stock  is  selling  at  five  times  earn- 
ings, the  effective  return  on  the  mar- 
ket value  of  the  shares  is  40%  before 
taxes  or  20%  after  taxes.  Very  few 
companies  can  get  that  high  a  rate 
of  return  on  investment  by  building 
a  new  plant  or  acquiring  another  com- 
pany. If  the  stock  subsequently  goes 
down,  that  doesn't  affect  that  rate  of 
return— as  long  as  the  earnings  don't 
decline.  By  reducing  the  number  of 


outstanding  shares,  you  not  only  in- 
crease your  immediate  return  on  equi- 
ty, earnings  per  share  and  book  val- 
ue per  share,  you  also  accelerate  your 
future  growth  rate  in  per-share  earn- 
ings and  book  value." 

"Per  share"  is  the  operative  word 
here.  Shad  concedes  that  such  im- 
provement is  largely  cosmetic.  Actual 
dollar  net  income  often  goes  down. 

"It  all  depends  on  the  price  of 
your  stock,"  argues  Frank  Dalton, 
treasurer  of  Crown  Cork  &  Seal.  "If 
the  price  is  right,  it's  time  to  buy." 
Crown  has  been  buying  in  its  own 
shares  for  14  years  straight.  "We've 
retired  it  mostly,"  says  Dalton.  "That 
stock  is  dead  forever." 

Suppose  a  company  buys  back  its 
own  stock  and  then  the  bottom  falls 
out:  What  does  Dalton  think  of  that? 
"That  would  not  be  a  wise  purchase," 
he  observes.  "They  would  have  over- 
valued their  own  stock." 

The  Long  View 

That  happens  even  to  Crown  Cork 
&  Seal,  of  course.  Last  year,  for  exam- 
ple, Crown  routinely  bought  in 
839,200  of  its  own  shares  at  $24.71  a 
share.  Crown  Cork  shares  now  sell  for 
under  $17.  A  paper  loss  of  about 
$6  million  if  these  shares  were  "alive." 

Dalton  sighs  and  concedes:  "At  to- 
day's prices,  that  was  not  a  good 
buy.  But  we  were  looking  at  it  from 
the  long-range  point  of  view.  We 
haven't  had  a  down  quarter  since 
1957.  We're  not  betting  on  any  dead 
horses,  you  can  bet  your  bottom  buck 
on  that  I" 

That's  a  comforting  rationalization, 
but  it  doesn't  change  the  facts.  "We 
did  it  for  our  stockholders,"  adds 
Crown  Cork's  Dalton.  "Now  there 
are  fewer  shares  to  divvy  the  prof- 
its among.  It  increases  the  value  of 
their  shares." 

That     hasn't     happened      yet,    of 
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UnwincIing.Wives  and  Watching  on  Central  Fkk  South. 


£osy  Does  /f 

There  are  some  times,  after  a 
strenuous  business  day  here 
in  our  city,  when  you  want 
for  nothing  more  than  to  loosen 
your  tie,  roll  up  your  sleeves,  kick 
off  your  shoes  and  relax.  For  those 
times  we  suggest  an  entertaining 
evening  in  the  luxury  of  your  com- 
fortable room  at  the  Essex  House. 
Our  Room  Service  menu  offers 
everything  from  refreshment  to  a 
great  Filet.  It  will  arrive,  at  the 
time  you  request,  served  with  all 
the  style  our  hotel  is  famous  for. 


Fine  crystal,  china  and  linens  add 
a  distinctive  touch  of  elegance 
that's  rare  in  these  days  of  punch- 
out-plastic.  After  dinner,  you  can 
even  go  to  the  movies  with  a  choice 
of  two  full-length  feature  films  avail- 
able on  your  color  TV  set.  Come  see 
for  yourself.  We  pride  ourselves 
on  the  way  we  say,  "Good  night". 

The  Essex  House  Explained 

Our  name  is  an  old  New  York 
tradition,  but  we  are  definitely 
not  showing  our  age. 

All  of  our  guest  rooms  have  been 
newly  and  beautifully  decorated. 
The  accessories  and  appointments 
are  exceptional.  We  ve  carefully 
and  completely  enhanced  the  ele- 
gance, and  style  that  is  a  hallmark 
of  the  Essex  House  name.  And 
we've  added  a  flavorful  dash  of 
our  own  Marriott  know-how 


and  service.  The  result  is  a  great 
New  York  hotel  that  stands  beau- 
tifully all  on  its  own.  On  Central 
Park  South. 

For  Your  Viewing  Pleasure 

There's  a  super  show  playing 
every  evening  at  our  Essex 
House  and  you  don't  ever  need  a 
ticket.  Just  step  into  our 
King's  Wharf  restaurant, 
be  seated  in  a  com 
fortable  chair 
and  watch. 

Through  the 
windows,  across 
the  street  is 
Central  Park 
South.  And 
its  twinkling 
lights,  the 
glamour 
of  59th 
are  always 
a  sight  to 
see.  Open 
the  menu  and 
add  a  delicious 
magic  to  the  evening.  Tempt  your 
self  with  entrees  that  mclude  Striped 
Bass  Au  Beurre  and  Fresh  Whole 
Maine  Lobster.  Or  Roast  Prime 
Ribs  of  Beef  and  marvelous 
Medallions  of  Beef.  Our  King's 
Wharf,  by  itself,  offers  you  a  mem- 
orable dining  experience.  But  it's 
definitely  a  room  with  a  view. 

She  Deserves  Better 

our  wife  and  our  New  York. 

It's  a  beautiful  combination. 

And  a  wonderful  way  for 

your  wife  to  escape 

from  her  regular 

routine  to  something 

better.  While  you're 

busy  with  business, 

she  can  sleep  late, 

shop  and  see  the  city. 


Fifth  Avenue  is  a  leisurely  five 
minute  stroll  to  the  east.  Lincoln 
Center  is  within  walking  distance 
to  the  west. 

All  it  takes  is  two  telephone  calls. 
One  to  us  with  your 
reservation.  The  second  to 
her  with  the  good  news. 


Y 


Pleas  and  Thank  You 

Whenever  possible,  we  urge 
you  to  make  your  reservations 
well  in  advance  of  your  trip  to  our 
town,  but  if  business  brings  you 
here  in  a  hurry,  call  us  toll-free  and 
we'll  do  everything  possible  to 
provide  one  of  our  immaculate 
guest  rooms  or  suites.  Thank  you. 

Marriott's. 
ESSEX  HOUSE 

All  you  need  to  know  about 
hotels  in  New  York. 

160  Central  Park  South, 
New  York  10019. 

Telephone  toll-free  for  your 
reservations:  800-228-9290. 

Write  for  our  new  brochure. 


course.  It  has  been  one  year  now 
since  that  $20  million  of  repurchased 
stock  was  sent  to  its  final  resting 
place,  and  Crown's  remaining  shares 
have  lost  25%  of  their  market  value 
in  the  interim.  Dalton  is  thinking 
long  term  again. 

But  if  you're  thinking  long  term, 
you  might  ask  whether  Crown  share- 
holders wouldn't  have  benefited  more 
if  that  $20  million  had  been  invested 
in  new  plant  and  equipment.  After 
all,  Crown  Cork  has  managed  to  earn 
better  than  15%  on  equity  in  recent 
years.  Not  bad  at  all. 

"We  can't  invest  any  more  than 
we're  investing  right  now!"  Dalton 
snaps  impatiently.  "We're  up  to  the 
hilt.  Unless  you  want  us  to  become 
a  conglomerate  or  something.  .  .  ." 

"We  don't  buy  companies,"  he  goes 
on,  "we  expand  from  within." 

Crown  Cork  apparently  has  more 
cash  than  it  knows  what  to  do  with, 
so  it  retires  its  own  stock. 

Of  course,  if  you're  really  thinking 
of  your  shareholders,  Mr.  Dalton,  you 
could  always  start  paying  dividends. 
A  very  profitable  company  that  can't 
generate  a  sufficient  draw  on  its  cash 
to  find  money-making  investment  op- 
portunities for  a  sum  like  $20  million 
could  well  afford  to  pay  a  rather 
handsome  dividend,  couldn't  it? 

"We  don't  pay  any  dividends,"  says 
Dalton. 

Why  not?  Well,  Crown  Chairman 
John  F.  Connelly  owns  over  4%  of 
Crown's  stock   directly,   over    14%  of 


Crown's  stock  indirectly  through  the 
Connelly  Foundation  that  he  heads. 

Mr.  Connelly  is  in  a  high  tax 
bracket.  He  is  not  interested  in  divi- 
dends. He  is  not  terribly  worried 
about  market  prices.  Connelly's  chief 
interest  is  in  the  buildup  of  equity 
behind  his  holdings.  And,  no  ques- 
tion, buying  in  the  stock  at  a  dis- 
count from  book  does  accomplish 
that. 

So,  you  see,  one  could  question 
whether  the  shareholders'  interests 
really  do  come  first  at  Crown  Cork 
&  Seal. 

Buying  With  Shares 

For  a  really  sad  tale,  consider  U.S. 
Industries.  Some  32%  of  USI  is  owned 
by  all  the  budding  entrepreneurs  who 
sold  their  companies  to  the  con- 
glomerate in  recent  years.  Typically, 
these  USI  executives  must  "earn 
their  payout,"  i.e.,  the  more  they  can 
make  their  companies'  earnings  grow 
after  the  merger,  the  more  they  can 
get  in  USI  stock.  By  mid- 1974,  with 
its  stock  around  $5,  USI  was  forced 
to  "pay  out"  some  2.6  million  of  its 
shares  purchased  at  prices  averaging 
$10.88  a  share.  To  pay  back  its  en- 
trepreneur-owners, USI  had  to  hand 
out  twice  as  many  shares  as  it  would 
have  if  the  stock  had  held  to  its  earli- 
er price  of  around  $10. 

That's  an  expensive  way  to  ac- 
quire companies.  Particularly  for  a 
company  whose  net  is  down  41.5%  so 
far  this  year. 


The  trick,  of  course,  is  to  do  just 
the  reverse  of  that.  In  May  1972 
Textron  purchased  American  Re- 
search and  Development  Corp.  for 
1.8  million  shares  of  Textron  stock. 
Shortly  thereafter,  Textron  began  buy- 
ing in  its  common,  and  by  June 
1974  had  acquired  1.8  million  shares. 
The  buy-in,  in  effect,  cancelled  out 
all  .the  extra  shares  paid  for  Ameri- 
can Research  and  Development.  Tex- 
tron was  at  $32  when  the  AR&D  deal 
was  made;  the  buy-back  was  at  an 
average  price  of  around  $30.  So  the 
next  effect  of  the  buy-in  was  no  di- 
lution of  shares,  and  a  slight  retroac- 
tive reduction  in  the  price  paid  for 
AR&D— from  $57.6  million  to  around 
$54  million.  (The  catch  is  that  Tex- 
tron is  now  at  15.  Had  it  waited, 
Textron  management  could  have  saved 
even  more  money. ) 

Meanwhile  the  bandwagon  rolls  on. 
As  recently  as  mid-November,  Wells, 
Rich,  Greene  was  hoping  to  buy 
back  1.4  million  of  its  shares  (see 
box),  Meshulam  Riklis'  Rapid-Ameri- 
can 5  million  of  its  shares,  Dow 
Chemical  725,000,  and  Monogram  In- 
dustries at  least  250,000  of  its  shares— 
all  of  them  if  possible.   And  so  on. 

After  all,  this  is  the  real  bottom  of 
the  market,  isn't  it? 

Do  we  detect  a  note  of  vanity 
here?  A  tendency  to  say,  "Dammit, 
our  stock  is  too  cheap;  if  the  public 
doesn't  want  it  at  this  price,  we  do!" 
The  temptation  is  understandable.  But 
is  it  sound  corporate  policy?  ■ 


Squeezing  Out  The  Little  Guy 


The  ultimate  in  buying  back  your 
own  stock  is  to  buy  so  much  of  it 
that  you  are  no  longer  a  public  com- 
pany. This  is  practical  chiefly  for 
smaller  companies  where  the  princi- 
pals still  hold  the  controlling  block. 
Many  such  companies  went  "public" 
in  the  Sixties  to  take  advantage  of 
the  ridiculous  prices  the  market  was 
then  putting  on  hot  little  stocks. 

A  classic  case  is  Mary  Wells,  the 
advertising  genius  responsible  for 
painting  Braniff's  airplanes  in  rain- 
bow hues.  On  Nov.  4,  Wells,  Rich, 
Greene,  Inc.  offered  to  buy  all  its 
shares  owned  by  outsiders  at  a  per- 
share  price  of  $3  cash  plus  $8  face 
value  of  new  10%  subordinated  de- 
bentures. The  same  stock  had  been 
floated  in  October  1968  for  $17.50  a 
share.  Nice  arithmetic,  if  you  can 
manage  it!  The  principals  sold  paper 
to  the  public  for  $24.6  million,  and  is 
now  offering  to  buy  it  back  at  63 
cents  on  the  dollar. 

At  least  one  small  company  has 
done  Wells  one  better.  It  sold  a  mi- 
nority   interest    to    the    public    and 


tucked  the  cash  into  its  treasury. 
A  few  years  later  it  bought  the 
stock  back  for  about  25  cents  on  the 
dollar  from  the  public— which  includ- 
ed some  of  its  own  employees. 

The  gambit  has  gotten  so  attrac- 
tive that  at  least  one  big  company  is 
trying  to  go  private:  Meshulam  Riklis 
(Forbes,  Aug.  2)  is  in  the  process 
of  offering  10%  bonds  for  5  million  of 
Rapid-American's  6.9  million  shares. 
The  bonds  aren't  especially  attractive, 
but  Rapid-American  has  never  done 
much  for  its  holders. 

The  practice  is  causing  raised  eye- 
brows in  Washington.  A.A.  Sommer 
Jr.,  a  Securities  &  Exchange  commis- 
sioner, recently  hinted  that  the  agen- 
cy might  put  a  stop  to  this  going- 
private  tactic.  The  practice,  Sommer 
said,  "is  going  to  make  the  individual 
shareholder  even  more  hostile  to 
American  corporate  mores  and  the 
securities  markets  than  he  already  is. 

"I  can  assure  you  that  the  Com- 
mission is  not  indifferent  to  these  de- 
velopments. These  tender  offers  and 
these  squeeze-outs  usually  benefit  the 


insiders  enormously.  They  in  effect  buy 
assets  at  less  than  book  and  ...  re- 
move the  dangers  of  judicial  and 
commission  scrutiny." 

The  public  shareholders,  Sommer 
went  on,  "are  being  offered  the  emp- 
ty choice  of  tendering  or  being  forced 
out  one  way  or  another  while  control- 
ling shareholders  reap  benefits." 

Of  course,  in  one  way,  you  tan 
blame  the  investment  bankers. 
Weren't  they  stretching  their  ethics 
a  bit  when  they  offered  some  of  these 
small  companies  to  the  public  at 
inflated  prices? 

The  man  who  said  it  all  was  Ralph 
Levitz,  former  chairman  of  Levitz 
Furniture  (Forbes,  Feb.  1,  1972). 
Of  the  cash  Levitz  was  reaping  from 
selling  stock  to  the  public  at  wild 
prices,  he  told  Forbes:  "The  best 
kind  of  money  is  equity  money.  You 
have  it  forever.  You  don't  have  to  pa) 
it  back.  You  don't  have  to  pay  inter- 
est on  it."  SEC  Commissioner  Som- 
mer has  a  point  when  he  says  these 
practices  aren't  going  to  help  restore 
public  confidence  in  stock  ownership. 
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Why  would  a  million  dollar  operation 
like  Advance  Electric 
come  to  Allstate 
for  business 


insurance: 


Allstate  is  in  the  business  of 
insuring  businesses.  Small,  medium 
or  very  large. 

And  lately  our  business-business 
has  really  been  growing. 

We're  winning  new  accounts 
from  the  biggest  names  in  the 
business-insurance  field. 

Why?  Service. 

Our  Account  Executives  and 
Special  Accounts  Managers  do 
everything  they  can  to  tailor 
Allstate  services  and  protection 
to  your  specific  needs. 

Advance  Electric  is  a  successful 
New  Orleans  electrical  contracting 
firm.  In  their'case,  we  developed 
a  single  insurance  package 
to  replace  the  fifteen  separate 
policies  they  were  carrying,  and 
saved  them  money. 


For  the  same  reason  a  billion 
dollar  operation 
like  Potomac 
Electric  Power 
Company  did. 


In  the  case^BH^of  Potomac 
Electric  Power,  we  put  together  a 
different  package — general  liability 
for  PEPCO  along  with 
Workmen's  Compensation  and 
general  liability  coverage  for  its 


contractors  on  the  construction 
of  a  350  million  dollar  power 
generating  unit.  And  placed  a 
loss-control  supervisor  at  their 
service. 

Service.  That's  the  key. 

We're  set  up  to  settle  business 
claims  fast.  With  the  largest 
full-time  staff  of  claim  specialists 
in  the  country. 

We  have  the  plans,  people  and 
facilities  to  help  your  business 
with  everything  from  Workmen's 
Compensation,  to  Fleet  Insurance, 
to  Safety  Engineering  Analysis. 

Whether  your  company  has  25 
or  25,000  employees,  talk  to  an 
Allstate  representative. 

Find  out  why  a  growing 
number  of  businesses  are  switching 
to  Allstate. 


/instate 

BUSINESS  INSURANCE 


Available  in  most  states. 

Allstate  Insurance  Company 


"  Were  growing.  Our  active  account 
files  are  growing.  Can  you  help  us  find 
a  better  wax  to  handle  the  volume?" 


Ask  us 


By  now,  you  know  what  microfilming 
can  do  for  your  routine  procedures.  But 
with  growth  comes  the  need  for  more  ad- 
vanced, more  sophisticated  forms  of 
information  retrieval  with  microfilm.  For 
example: 

A  leading  financial  institution  was  run- 
ning into  unacceptable  delays  referencing 
credit  card  applications.  We  showed  them 
how  to  find  them  in  seconds  on  microfilm. 
And  cut  their  costs  by  more  than  20% . 

A  large  retailer  had  to  keep  track  of  more 
than  45,000  accounts  payable  records  per 
month.  Now  they  do  it  with  microfilm. 
And  save  $15,000  a  year. 

A  major  paper  company  used  to  keep 
five  clerks  busy  all  day  with  accounts- 
receivable  records.  Now  they're  handled 
on  film  in  70%  less  time. 

To  make  this  kind  of  progress  in  your 
business  takes  your  determination  to 
seek  better  answers.  The  sooner  you  ask 
us,  the  sooner  we  can  help.  Just  write  on 
your  letterhead  to  W  O.  Fullerton, 
Eastman  Kodak  Company,  Dept.  4879 , 
Rochester,  N.Y.  14650.  Or  call  800-447- 
4700.  In  Illinois,  call  800-322-4400. 

What  you're  saving  now  with  microfilm 
is  only  the  beginning. 


T/le  bite  Bugler- Defe4 


uros<^, 


Bad  news  for  bike  burglars.  They'd  better  watch  out  for  the  Kurose  satellite  relay  warning  system. 
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Good  marks  for  Alan.  Ahead  of  his  time,  maybe.  But 
some  of  us  have  to  make  the  future  our  business.  Eaton 
was  looking  ahead  in  the  security  field,  back  when  a 
sturdy  Yale®  lock  was  all  the  protection  anyone  seemed 
to  need.  And  we  saw  change  coming.  So  we  developed 
things  like  home  and  industrial  security  systems.  Even 
"locks  and  keys"  that  work  on  computer  logic. 

Today,  Eaton  is  looking  at  tomorrow's  security 
problems.  So  that  when  Alan  has  more  than  a  bike  to 
worry  about,  he  won't  have  to  worry. 


Eaton  brings  you  THE  AMERICAN  PARADE  on  the  CBS-TV  network 
. . .  hour-long  historical  specials  saluting  our  nation's  Bicentennial. 


At  Eaton,  anticipating  change— and  helping  it 
happen  through  innovation  is  the  big  idea.  We'i 
diversified.  Global.  And  growing.  With  futures  in 
security,  automotive,  trucking,  industrial 
automation,  materials  handling,  controls 
technology,  construction  and  leisure. 

Get  to  know  us  better.  Write  for  our  book, 
"Change  through  Innovation". 

Eaton  Corporation,  World  Headquarters, 
1 00  Erieview  Plaza,  Cleveland,  Ohio  441 14. 
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The  Money  Men 


Don't  Bet 
On  Raindrops 


Ever  hear  of  the  90-day  wonders? 
The  amateur  speculators  who  get  rich 
quick  (on  paper)  by  pyramiding  prof- 
its in  the  fast-moving  commodity  fu- 
tures markets?  There  are  hundreds 
of  them  stalking  the  cocktail  circuits 
these  days.  But  most  of  these  instant 
heroes  eventually  wind  up  broke, 
since  their  genius  dims  the  minute 
the  market  turns  on  them. 

But  meet  one  of  a  rare  breed— a 
25-year  wonder.  Gregarious  Lee 
Stern,  47,  has  been  a  successful  spec- 
ulator of  modest  appetite  since  he 
first  caught  the  trading  bug  in  1949. 
"Ninety-day  wonders  make  it  look 
easy,"  says  Stern.  "It's  not.  You  have 
to  start  with  a  healthy  respect  for 
money." 

Stern  is  a  full-time  trader  and  pres- 
ident of  Lee  B.  Stern  &  Co.,  a  Chi- 
cago trading  and  brokerage  outfit.  As 
a  member  of  the  Chicago  Board  of 
Trade,  the  world's  largest  commod- 
ities exchange,  Stern  moves  by  tele- 
.  phone  or  in  person  on  the  trading 
floor.  He's  no  amateur,  nor  a  small  fry. 
When  he  wades  into  the  soybean  pit 
to  make  a  bid,  savvy  traders  pass  the 
word:  "Stern's  buying  beans." 

Stern  has  traded  them  all:  wheat, 
corn,  silver,  plywood  and  iced  broilers 
(homemakers  call  them  frozen  chick- 
ens). But  he  made  his  reputation  in 
the  little  pea-shaped  balls  of  mealy 
protein  that  dot  the  landscape  of  his 
native  Illinois.  "Soybeans  are  my  first 
love,"  he  confesses. 

Stern,  like  any  commodity  specula- 
tor, buys  and  sells  contracts  for  fu- 
ture delivery  of,  say,  bushels  of  soy- 
beans, in  the  hope  of  making  money 
on  price  fluctuations  before  delivery 
date.  On  the  other  side  of  the  mar- 
ket are  the  CQmmercial  processors  and 
users  who  hedge  against  the  risk  of 
unknown  prices. 

Soybean  trading  isn't  the  same 
game  it  was  25  years  ago  when  Stern 
forked  over  his  $2,250  for  floor  mem- 
bership (now  worth  over  $60,000). 
The  big  difference  is  commodity 
prices.  Throughout  the  sleepy  Fifties 
and  early  Sixties,  soybeans  hovered 
around  $2.85  a  bushel.  "The  mar- 
ket," recalls  Stern,  "didn't  move  a 
half  a  cent  a  day."  Now,  with  soy- 
beans at  $8  a  bushel,  2-cent  moves 
between  trades  aren't  uncommon. 
Since  a  single  soybean  contract  is 
I  good  for  delivery  of  5,000  bushels, 
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a  2-cent  spread  on  a  typical  hundred 
contracts  runs  to  $10,000.  "In  the  old 
days,"  says  Stern,  "if  you  lost  $25  on 
a  contract,  it  was  a  disaster." 

Crop  scarcity  today  is  a  fact  of 
life.  In  the  frantic  markets  of  1973, 
when  soybeans  hit  $12.90  a  bushel, 
all  the  old  rules  (and  some  old  trad- 
ers) went  out  the  window.  The  only 
speculators  who  looked  really  smart 
were  the  90-day  wonders.  Not  realiz- 
ing the  risks  they  were  running,  a 
good  number  of  them  made  killings. 

Conversely,  the  roaring  bull  market 
in  soybeans  trapped  a  good  many 
professionals.  They  had  never  seen 
soybeans  go  straight  up,  and  so  they 
frequently  shorted  the  commodity 
and  were  clobbered. 

Stern  didn't  get  carried  away  ei- 
ther on  the  long  or  short  side.  He 
kept  playing  for  relatively  small 
moves.  If  he  could  make  10  cents 
on  a  50-cent  move,  he  was  happy. 
"When  the  market  is  right,  I'm  in  and 
out.  I  thought  soybeans  might  go  to 
$20,  but  I  stayed  in  what  we  call  a 
'sleeping  position'— a  trading  position 
you  don't  lose  sleep  over." 

A  trader  like  Stern  never  makes 
killings!  But  he  also  never  gets  killed. 

Stern's  basic  trading  rules  are  as 
applicable  to  a  stock  buyer  as  they 
are  to  a  commodity  speculator.  First, 
he  says,  you  have  to  violate  human 
nature.  Meaning  you  have  to  specu- 
late with  conviction,  but  be  able  to 
change  your  mind  on  a  moment's  no- 
tice. You  have  to  be  a  brave  coward. 
"T.he  No.  One  rule,"  he  says,  "is,  take 
your  losses;  take  them  quickly— 30 
seconds,  one  day.  Be  patient,  but 
don't  be  too  stubborn.  Otherwise,  you 
can't  change  your  mind."  It  is  thou- 
sands of  little  second  thoughts  that 
make  Stern  a  winner. 

Another  rule  is:  Always  trade  with- 
in your  own  means.  Ask,  "How  much 
can  I  lose,  not  how  much  can  I 
make.  Liquidate  your  position  if  re- 
quired to  put  up  additional  margin." 
The  market  has  already  told  you 
you're  wrong.  Only  human  nature 
says  that  you  should  fight  the  market. 

Other  rules  for  big  and  small  fry: 
Don't  be  greedy,  don't  pyramid  all 
your  profits,  don't  risk  more  than  a 
portion  of  your  capital.  In  a  word, 
manage  your  money.  Remember  that 
even  in  a  bull  market  a  minor  ripple 
can  absorb  your  margin  and  wipe 
you  out. 

Stern,  a  sports  nut  who  owns  a 
soccer  franchise,  fumes  at  anyone  who 
even  jokingly  calls  him  a  gambler. 
"Most  people  think  this  is  just  a  big 
hit-and-miss  shell  game  of  some  sort," 


Speculator  Stern 


he  complains.  "But  remember  basic 
economics:  In  gambling  one  creates 
a  risk;  in  speculating  one  assumes  a 
risk  that  someone  else  has  created. 
We're  performing  a  vital  function  in 
the  economy  down  here." 

He  points  out  the  window  at  the 
Rookery,  Chicago's  oldest  skyscraper. 
He  says  that's  where  John  "Bet- 
A- Million"  Gates  and  Charlie  Schwab 
wagered  fortunes  on  which  raindrops 
would  race  down  a  windowpane  first. 
"So  far,"  says  Stern,  "I  haven't  seen 
anybody  bet  on  raindrops  here." 

If  chance  doesn't  play  a  part,  is 
trading  by  the  rules  only  what's  re- 
quired? No,  says  Stern,  a  good  trader 
has  to  have  the  right  instincts.  "I 
have  a  feel  for  the  market,  the  same 
way  Henry  Aaron  has  a  feel  for  what 
the  pitcher  is  going  to  throw  him." 
Do  you  have  to  be  a  professional  to 
get  that  feel?  "It  certainly  helps," 
replies  Stern. 

Lee  Stem  is  different  from  arm- 
chair traders  in  another  way.  He's  got 
worldwide  contacts  to  keep  on  top  of 
crop  reports  and  other  valuable  infor- 
mation in  this  24-hour  business.  He 
says  he's  not  a  chartist  or  a  funda- 
mentalist—"just  sort  of  a  news  buff." 
A  jump  on  the  news  doesn't  hurt 
since  there's  no  real  inside  informa- 
tion in  commodities.  Everybody  has 
access  to  weather  and  crop  reports. 

Stern's  advice  is  hardly  encourag- 
ing for  those  amateurs  who  dream  of 
big,  fast  killings  in  commodities.  "Be 
cautious;  control  youself;  know  every- 
thing there  is  to  know."  It's  a  tactical 
game,  not  a  strategic  one.  Not  an 
exciting  formula,  but  it's  one  that  fits 
the  real  world.  ■ 
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Say  Little,  Do  Much 


That's  Burke  Giblin's  motto  at  Warner-Lambert. 


Warxer-Lambert  will  derive  its 
roughly  $1.9  billion  in  sales  this  year 
from  a  product  line  that  stretches 
from  chewing  gum  and  fish  food  on 
the  one  side  to  contact  lenses  and 
ethical  drugs  on  the  other.  From  a 
distance,  it  looks  like  a  hodgepodge. 
But  60-year-old  Chairman  E.  Burke 
Giblin  says  there  is  a  pattern.  "We 
want  to  be  a  broad-based,  worldwide 
health  company,"  he  says. 

Chewing  gum?  Fish  food?  What 
do  they  have  to  do  with  health?  The 
chewing  gum  doesn't  give  Giblin  any 
trouble:  "Many  of  our  products  in  the 
American  Chicle  line,"  he  says,  "have 
a  health  aspect.  Certs,  for  example, 
is  a  breath  mint;  and  Dentyne  has 
some  impact  as  a  tooth  brightener. 
The  idea  is  always  to  have  overtones 
of  something  more  to  offer  the  con- 
sumer than  just  a  basic  product." 

How  about  fish  food?  Here  Giblin 
has  to  reach  a  bit,  pointing  out  that 
the  food  is  good  for  the  fish.  But  such 
quibbling  aside,  the  fact  is  that  the 
greater  part  of  Warner-Lambert's 
product  line  is  tied  either  to  health 
or  to  personal  care. 

It  has  been  a  good  business  for 
Warner-Lambert.  Except  for  a  down- 
tick  in  1967,  earnings  have  increased 
every  year  for  the  past  15.  This  year 
is  no  exception:  At  around  $2  a  share, 
1974  earnings  will  be  up  12%  or  so 
from  last  year.  The  company  is  load- 
ed with  cash— nearly  $200  million  ear- 
ly in  the  year— enough  to  pay  off  all 
the  long-term  debt  and  still  leave  the 
company  highly  liquid.  Its  long-term 
return  on  equity  of  17.2%,  as  shown 
in  the  Forbes  Annual  Report  on 
American  Industry,  puts  it  in  the  top 
15%  or  so  of  U.S.  corporations. 

But  calling  Warner-Lambert  a 
health-care  company  reveals  a  prob- 
lem. The  fact  is  that  health  care 
hasn't  been  as  good  for  Warner-Lam- 


bert as  it  has  for  some  of  its  com- 
petitors. A  roughly  comparable  com- 
pany, American  Home  Products,  is  al- 
most twice  as  profitable  as  W-L. 
Among  21  health-care  companies 
ranked  in  Forbes'  26th  Annual  Re- 
port, Warner-Lambert  is  just  about  in 
the  middle  in  profitability. 

As  Giblin  well  knows,  Warner-Lam- 
bert has  its  weaknesses  as  well  as  its 
strengths.  On  the  weak  side  is  the 
company's  original  ethical  drug  acqui- 
sition made  in  1952,  Chilcott  Labor- 
atories. Business  there  has  been  grow- 
ing at  a  snail's  pace,  only  2%  last  year. 
The  division  is  plagued  with  narrow 
product  lines  and  lack  of  any  signifi- 
cant new  products.  A  cardiovascular 
drug  that  accounts  for  20%  of  its  sales 
has  been  under  fire  and  its  sales  have 
declined  about  6%  in  the  last  few 
years;  Gelusil  antacid,  one  of  the  com- 
pany's oldest  products,  will  probably 
show  little  growth  this  year. 

There  are  also  problems  on  the  con- 
sumer products  side.  Listerine,  the 
group's  cornerstone,  is  buckling  under 
strong  competition  from  Procter  & 
Gamble's  Scope.  Last  year  Listerine 
was    down    2%   in   sales    and   slipped 


14%  in  market  share,  to  47%.  A  Fed- 
eral Trade  Commission  complaint 
against  advertising  claims  that  Lis- 
terine prevents  and  cures  colds  and 
sore  throats  has  put  a  damper  on  a 
strong  ad  campaign. 

Although  American  Chicle's  gums 
like  Trident,  Dentyne  and  Chiclets 
have  38%  of  the  U.S.  gum  market, 
sales  lagged  last  year,  before  sugar- 
less Trident  gum  was  reformulated  to 
improve  the  taste.  Certs  is  up  about 
7%.  Rolaids  is  dead  even.  Schick, 
which  was  acquired  in  1970,  had  only 
around  a  6%  increase  in  sales  last 
year;  archrival  Gillette  was  up  22.3%. 

New  Candidates 

But  Giblin  hasn't  been  sitting  idly 
by.  His  answer  to  sluggish  sales  has 
been  an  infusion  of  new  products. 
Giblin  was  in  General  Foods'  mar- 
keting for  21  years  before  he  came  to 
Warner-Lambert  in  1967.  Last  year 
he  introduced  seven  new  products— 
the  most  in  any  year  to  date.  His 
usual  somber  attitude  breaks  down  as 
he  excitedly  talks  about  his  new  Dy- 
namints,  a  candy  breath  mint.  "We 
moved  in  quickly,"  he  says,  "when  we 
saw  Tic  Tac  mints'  success.  They  did 
our  test-marketing  for  us." 

Hoping  to  cash  in  on  the  Lister- 
ine name,  which  has  strong  consum- 
er identification,  Giblin  last  year 
launched  a  new-products  campaign 
under  the  umbrella  of  the  Listerine 
name.  He  brought  out  Listerex  acne 
scrub  and  Listerol  spray  disinfectant, 
which  competes  head  on  with  Ster- 
ling's Lysol,  which  has  73%  of  that 
market.  In  extending  Listerine's  mar- 
keting reach,  Giblin  is  following  in 
the  footsteps  of  Chesebrough-Pond's 
Ralph  Ward  (Forbes,  June  15, 1972), 
who  made  a  big  success  by  putting 
the  Vaseline  name  and  image  on  a 
whole  new  range  of  products. 

Schick  also  introduced  two  new 
products,  a  double-edged  and  an  in- 
jector twin  blade  in  an  attempt  to 
shave  some  points  from  Gillette's  60% 


SOMETIMES  LETTERS  JUST  DON'T  DO  IT. 
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In  this  capacity-short  economy, 

a  company  that  can  help  build  capacity 

is  really  in  demand. 


And  that  includes  a  compressor  manufacturer 
like  Colt  Industries. 


As  industry 
moves  to 

overcome  materials  and  production 
shortages  with  substantial  capital 
investments  in  new  construction 
and  equipment,  a  select  number  of 
companies  are  strongly  positioned 
to  respond. 

One  of  these  is  Colt  Industries. 
Our  Quincy  Compressor  Division 
provides  the  "fourth  utility"— the 
compressed  air  that  powers  a  multi- 
tude of  machines,  controls  and 
pneumatic  systems. 

An  industrial  life- 
line.  With  almost 
every  industry 
requiring  com- 
pressed air,  Quin- 
cy compressors 
are  used  for  hun- 
dreds of  functions 
—from  driving  air 
tools  to  operating 

Firearms* 
Sporting  Equipment 


remaining 
I  4%  of  our 


transfer  equipment  and  fire  sprinkler 
systems;  from  spraying  paint  to  acti- 
vating hoists,  lifts  and  jacks.  Providing 
plant  air  is  the  largest  single  applica- 
tion for  Quincy  rotary  screw  com- 
pressors, and  demand  continues  to 
increase.  While  the  main  Quincy  fac- 
tory was  newly  built  only  six  years 
ago,  that  demand  has  necessitated 
the  addition  of  160,000  square  feet- 
doubling  manufacturing  space. 
Most-wanted  products.  In 
1973, 96%  of  our  sales  came  from 
such  industrial  products  as 
Quincy  compressors,  Crucible 
specialty  steels,  Trent  stainless 
steel  pipe  and  tubing,  Fairbanks 
Morse  diesel  engines  and 
pumps,  Fairbanks  scales,  Pratt 
&  Whitney  and  Elox  production 
equipment.  Central  Moloney  trans- 
formers, Chandler  Evans  aircraft  fuel 
controls,  Holley  carburetors. The 


business  came  from  firearms. 
A  record-setting  pace.  On  the 

heels  of  a  banner  1973,  nine-month 
results  for  1974  were  at  record  level: 
Sales  $843.5  million,  up  from  $631.2 
million  a  year  ago.  Net  earnings  $55 
million,  up  from  $17.8  million.  Earni 
per  share  $7.85,  up  from  $2.22.  Our 
growth  stems  from  our  leadership  ir 
industrial  markets  served  and  stroni 
demand  for  the  specialty  steels  and 
industrial  products  we  make.  For 
copies  of  our  latest  financial  reports 
write  Colt  Industries  Inc.  Dept.  F-5, 
430  Park  Avenue,  New  York,  New  Yoi 
10022. 

Colt  Industries         I 
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the    blade    market    (vs.    25%    for 

:hick). 

American  Optical,  a  scientific  in- 
Iruments  and  eyeglass  company,  was 
xjuired  in  1967.  It  makes  the  lead- 
ing-seller Cool-Ray  Polaroid  sun- 
Lasses.  AO  is  counting  on  expansion 
torn  a  license  to  manufacture  and 
arket  soft  contact  lenses,  previously 
1  exclusive  product  of  Bausch  & 
omb.  AO  recently  got  Food  &  Drug 
dministration  approval  to  sell  the 
nses  for  medical  use  and  is  waiting 
t  the  go-ahead  to  sell  them  for 
sion-correcting  use  as  well. 

rrong  Pair 

Giblin  has  two  other  important 
rings  going  for  him.  One  is  Parke- 
avis,  the  drug  company  Warner- 
ambert  bought  for  some  $426  mil- 
)n  in  1970.  The  FTC  is  still  chal- 
nging  the  acquisition,  but  a  recent 
lling  against  the  FTC  makes  Giblin 
mfident  that  Parke-Davis  won't  have 

be  spun  off. 

Before  the  merger,  Parke-Davis's 
irnings  had  fallen  50%  in  five  years, 
it  under  Warner-Lambert  it  has 
rned  around  and  increased  its 
irnings  greatly.  "We  have  six  or 
ven  major  product  applications  he- 
re the  FDA,"  says  Giblin.  "They 
ould  be  significant  contributors  and 
ive  an  important  impact  on  the 
bwth  of  our  pharmaceutical  busi- 
es." Giblin  is  banking  heavily  on 
trke-Davis'  large  stake  in  generic 
•ugs  (as  opposed  to  patented,  brand- 
drugs)   to  pay  off  when  national 

alth  care  is  implemented. 

The  fastest-growing  side  of  War- 
r-Lambert  is  the  international.  It  ac- 
unts  for  42%  of  sales  and  37%  of 
rnings,  and  was  up  24%  last  year, 
here  new  drug  products  have  been 
layed  in  the  U.S.,  due  to  longer 
ne  for  FDA  approval,  the  waiting 
ne  is  far  less  abroad.  In  addition 

five  new  drugs  on  foreign  mar- 
ts, Giblin  is  busy  expanding  his  con- 
mer  products  like  Schick  and  Amer- 
in  Chicle  gum  and  mints  in  Europe. 
Ve  are  not  in  the  total  picture 
)rldwide  yet,  and  have  lots  and  lots 

opportunity  outside  the  U.S.  to  fill 

with  our  products." 

As   a  company  that  has   grown   to 

arge  extent  by  acquisition,  Wamer- 

mbert    has    both    a    problem    and 

opportunity.  The  problem  is  that 
my  of  the  acquisitions  were  lag- 
rd  companies  like  American  Optical 
d  Parke-Davis.  The  opportunity  is 
at  good  management  can  make 
em  more  potent  competitors. 

A  plaque  given  to  Burke  Giblin 
len  he  got  his  first  management  job 

ds:  "Say  little.  Do  much."  When 
essed  as  to  what  the  future  holds, 

simply  refers  to  the  plaque.   ■ 


The  market  goes 
up  and  down. 
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But  English  Leather 
hangs  in  there  steady. 

There's  nothing  like  a  Bearish  market  to  make  men  look  for 
solid  value. 

Suddenly,  spending  a  lot  for  a  "designer's  name"  cologne 
doesn't  seem  so  smart. 

Not  when  there's  English  Leather5.  In  good  times  or  bad, 
men  have  steadily  relied  on  English  Leather.  It  has  a  fragrance 
that  says  class.  And  a  price  tag  that  doesn't  say  rip-off. 

Invest  in  some  English  Leather. 

Smart  women  like  smart  men. 

MEM  COMPANY  INC.,  Northvale,  N.J.  07647  ©  1974 


"DB/DC  puts  users 

in  direct  touch  with  the 

data  they  require? 

An  increasing  number  of  organizations  are  employing  computer-based  communicatio 
systems  which  provide  swift  access  to  their  central  files. 

Often  called  data  base/data  communications  (DB/DC)  systems,  they  make  it  possible  f( 
users  at  a  network  of  computer  terminals,  some  perhaps  hundreds  of  miles  from  the  compute 
to  obtain  needed  data  quickly,  to  modify  and  update  it,  and  to  enter  new  data  in  the  compute 

Here  three  companies  report  on  their  experiences  with  DB/DC  running  on  virtual  storagj ( 
IBM  System/370  computers. 


At  T\ilsa  Division  of  Rockwell  International, 
"it  keeps  us  in  constant  control  of  our  manufacturing  environment'.' 

At  the  Tulsa  Division  of  Rockwell  International,  a  DB/DC  system  based  on  a  System/37 
coordinates  widely  diversified  operations  on  a  "real  time"  basis.  Essentially,  this  means  thj 

key  personnel  throughout  the  division  can  b 
aware  of  the  current  status  of  all  pertinenf 
operations.  For  example,  when  people  in  Rtl 
quirements  Planning  talk  with  people  in  Mam 
facturing,  both  are  looking  at  the  same  pictur 
—a  picture  of  "things  as  they  are  now'.' 

"And  when  plans  change','  says  Gene  Wrighi 
manager  of  assembly  production  control,  "th 
system  makes  it  possible  to  reschedule  the  er, 
tire  shop  floor  in  as  little  as  twenty  minutes" 
The  Tulsa  Division  makes  high-technolod 
aerospace  products  at  three  facilities  in  ( )kh 
homa.  Forty-two  computer  terminals  throud 
out  the  plants  give  immediate  access  to  five  continuously  updated  analysis  and  control  sj 
terns— requirements,  materials,  production,  quality  control  and  financial.  In  addition,  con 
prehensive  reports  and  evaluations  are  provided  for  management  at  the  operating  ai 
corporate  levels. 

"Our  DB/DC  system  has  opened  up  lines  of  communication  throughout  the  division','  say.i 
Neal  A.  Sullivan,  Jr.,  manager,  management  systems.  "It  keeps  us  in  constant  cont  ml  of  on 
manufacturing  environment'.' 
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Metal-to-metal  bonded  structures  are  a  principal 
product  of  the  Tulsa  Division. 
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At  Harper  &  Row,  "our  whole  data-handling 
process  has  been  speeded  up!' 

"The  bottlenecks  that  have  traditionally  plagued  the 
book  distribution  business  have  been  sharply  reduced. 
Our  whole  data-handling  process  has  been  speeded  up, 
with  an  entire  week  cut  from  the  elapsed  time  between 
order  receipt  and  shipment.  And  our  shipment  error 
rate  is  down  from  3V2%  to  1%'.' 

So  says  Jack  McTaggart,  director  of  distribution  for 

Harper  &  Row,  of  his  firms  System/370-based  DB/DC 

system.  The  New  York  publishing  house  uses  the  system 

for  order  entry,  inventory  control  and  customer  service. 

The  data  base  system  monitors  the  status  of  about 

000  titles  in  three  widely- separated  warehouses.  Personnel  filling  orders  for  shipment  to 

e  firms  60,000  customers  use  terminals  to  determine  what  can  be  shipped  and  from  where. 

'We've  significantly  improved  our  ability  to  get  books  on  retailers'  shelves','  adds  McTaggart. 

)B/DC  gives  our  people  the  facts  they  need  to  do  their  jobs'.' 

At  F.W.  Woolworth,  "it  puts  the  control  over  a  job  in  the  hands  of  the 
person  responsible  for  it!' 


lirper  &  Row  processes  an  average  of 
y,00  book  orders  daily. 


The  capital  accounts  division  of  F.W. 
Dolworth's  central  accounting  office  in 
waukee  is  responsible  for  inventories 
all  fixtures  and  equipment  in  1,850 
3olworth  and  Woolco  Department 
Dres.  Formerly,  inventories  were  main- 
ned  on  about  400,000  punched  cards, 
was  difficult  to  keep  records  up  to  date 
d  accurate. 

Now  with  DB/UC  and  a  System/370, 
rsonnel  can  have  current  inventory  in- 
mation  for  any  store  displayed  on  vi- 
il  screens  in  seconds.  They  can  also 
d  new  information  to  the  data  base,  using  the  terminals.  Total  inventories  at  all  stores  can 
determined  monthly,  rather  than  once  a  year  as  before. 

'And  under  DB/DC,  errors  are  far  easier  to  detect  and  correct','  points  out  Jack  Nelson, 
ision  manager.  "That's  because  the  people  most  familiar  with  the  data  can  oversee  its 
evance  and  accuracy.  DB/DC  puts  users  in  direct  touch  with  the  data  they  require'.' 
For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write 
VI  Corp.,  Dept.  83F-FO,  1133  Westchester  Ave.,  White  Plains,  N.Y.  10604. 


F.  W.  Woolworth  uses  eighty  IBM 3270  display  systems. 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 
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The  World  of  Fruehauf : 
Expanding  its  involvement  in  one  of 
man's  oldest  forms  of  transportation. 

The  world  of  ships  is  a  dramatic  part  of 
the  world  of  Fruehauf. 

Our  Baltimore  and  Jacksonville  shipyards 
are  two  of  the  most  modern  in  the  United 
States  for  ship  repair  and  maintenance,  ship 
conversion,  and  construction  of  specialty 


vessels.  We  now  have  in  operation,  for 
example,  the  largest  floating  drydock  on  th 
eastern  seaboard,  and  either  of  our  two 
shipyards  can  accommodate  virtually  any 
vessel  afloat. 

For  more  details  on  our  maritime  oper 
ations  and  the  world  of  Fruehauf, 
write  for  our  Annual  Report. 
Fruehauf  Corp.,  Dept.  FO-124, 
10900  Harper,  Det.,  MI  48232. 


TRANSPORTATK 


The  Happy  Octopus 

If  Canada's  Genstar  spreads  its  tentacles  into 
the  U.S.,  it's  headed  for  a  showdown 
with  the  Justice  Department.  But  doing  it 
the  Canadian  way  does  have  advantages. 


If  it  were  a  U.S.  company,  Mon- 
treal-based Genstar  Ltd.  ($510-mil- 
lion-revenues  in  1973)  would  not 
rate  a  second  glance— because  it 
would  never  have  grown  to  its  pres- 
ent size. 

Its  basic  business  is  cement,  in 
which  Genstar  is  a  relative  lightweight. 
From  five  plants  in  Quebec  and  west- 
tern  Canada,  it  will  produce  a  mere 
2.7  million  tons  a  year,  half  that  of 
General  Portland,  the  No.  Two  U.S. 
producer,  and  just  over  a  third  that 
of  Ideal  Basic  Industries,  the  No.  One 
U.S.  producer. 

Earnings  are  something  else  again. 

In  the  last  five  years,  Genstar's 
earnings  per  share  have  grown  an  av- 
erage 22%,  nearly  three  times  Ideal's 
8%,  while  General  Portland's  actually 
showed  a  decline.  And  the  gap  has 
been  widening.  In  1974  Genstar 
again  easily  outpaced  the  competi- 
tion, increasing  its  revenues  to  around 
$620  million,  on  which  it  will  earn 
some  $34  million,  about  $3  a  share, 
vs.  1973's  $2.51.  On  its  sharehold- 
ers' equity,  Genstar  currently  returns 
a  handsome  18%,  vs.  16%  for  Ideal 
and  under  5%  for  General  Portland. 

Why  the  difference  in  earning 
power?  Simple,  says  Genstar's  urbane 
and    youthful    president,    43-year-old 


Angus  MacNaughton:  "Your  Justice 
Department  has  created  problems  for 
the  cement  industry  in  the  U.S." 

As  MacNaughton  and  a  good 
many  other  Canadians  see  it,  U.S. 
antitrust  laws  have  backfired  by  not 
allowing  U.S.  cement  companies  ei- 
ther to  acquire  other  cement  firms 
or  to  go  into  concrete  products  and 
construction.  The  result:  a  weak  U.S. 
cement  industry  that  helps  make  our 
housing  costly  and  inefficient. 

"Cement  isn't  very  profitable  in  the 
U.S.,"  continues  MacNaughton,  "so 
very  little  capacity  has  been  built  in 
the  last  few  years.  Yet  you  import  8 
million  tons  of  cement  a  year,  and 
that  means  jobs  lost  to  Americans. 
I  think  the  Justice  Department  is 
partly  to  blame."  Abroad— particular- 
ly in  France,  Britain  and  Canada- 
it's  a  different  story. 

Cement  itself  is  only  about  12%  of 
Genstar's  business.  Through  five  ma- 
jor subsidiaries,  all  acquired  for  stock 
and  cash  in  the  last  decade.  Genstar 
also  runs  a  $130-million  concrete  and 
ready-mix  products  business,  collects 
$140  million  from  real  estate  devel- 
opment and  housing,  and  does  anoth- 
er $100  million  or  so  in  heavy  con- 
struction of  dams,  subways  and  roads. 
Also    Genstar    has    a    land    bank    of 


Canada's  cement-making  Genstar  Corp.  doesn't  produce  automobiles,   but 
it    does    turn    out    concrete    pipe    big    enough    to    drive    a    car    through. 


10,000  acres  of  land  in  expanding 
Canadian  cities. 

Seated  in  his  small,  heavily  pan- 
eled office  in  Montreal,  MacNaugh- 
ton claims,  "Genstar  is  the  most  in- 
tegrated builder.  Anywhere." 

Besides  assembling  the  land,  Gen- 
star puts  in  streets  and  sewers  using 
its  own  cement  and  concrete  pipe. 
Its  construction  crews  build  the  houses 
from  parts  fabricated  in  Genstar  plants, 
then  install  the  plumbing  and  heat- 
ing and  so  on.  If  housing  is  soft,  Gen- 
star can  move  into  profitable  heavy 
construction  and  vice  versa,  all  the 
while  keeping  its  profits  high. 

Now  Genstar  wants  to  expand  its 
profitably  integrated  operation  in  the 
U.S.  It  already  has  a  toehold  in  Cal- 
ifornia through  the  1970  acquisition 
of  Sutter  Hill  group,  which  builds 
shopping  centers  and  includes  a  title 
finance  company.  Last  year  it  add- 
ed an  Orange  County  house  builder. 

MacNaughton,  an  accountant  by 
profession,  picks  his  words  carefully, 
but  he  leaves  no  doubt  that  Genstar 
must  soon  throw  down  the  gauntlet 
to  the  Justice  Department  by  making 
a  big  acquisition.  "Who  knows?"  he 
asks.  "The  sentiment  of  the  Justice 
Department  may  change." 

Happy  Accident 

While  everything  at  Genstar  now 
melds  neatly  together,  it  wasn't 
planned  that  way. 

Early  in  the  1950s  the  big  Belgian 
holding  company,  Societe  Generale 
de  Belgique,  came  to  Canada  looking 
for  minerals  to  replace  ores  lost  be- 
hind the  Iron  Curtain  after  World 
War  II.  Initially  it  invested  in  com- 
panies like  Noranda,  International 
Nickel  and  Brunswick  Mining  & 
Smelting.  "They  weren't  after  con- 
trol," explains  MacNaughton.  "Euro- 
peans feel  that  if  you  are  a  major 
shareholder  in  a  company,  you  have 
the  right  to  go  in  and  talk  to  manage- 
ment about  prospects." 

The  Societe  also  staked  another  $3 
million,  a  sizable  sum  for  the  times, 
on  its  own  exploration  and  did  find 
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I  am  pleased  to  report 
Parker-Hannifin  Corporation 
net  earnings*  increased 
23%  to  $18.4  million 
during  the  fiscal 
year  just  ended." 


NET  EARNINGS 


PS.  PARKER,  President 


Parker  is  a  leading  manufacturer  of 

fluid  systems  and  components  for  industrial, 

automotive,  and  high  technology  markets.  The  company's  five 

operating  groups  offer  the  most  complete  lines  of  standard  and  custom 

engineered  hydraulic,  pneumatic,  and  cryogenic  controls,  valves,  pumps, 

seals,  connectors,  hose  assemblies  and  clamps.  Industrial  replacement 

components  and  automotive  aftermarket  parts  represent  approximately 

45  percent  of  the  company's  business.  International  markets  account 

for  about  16  percent  of  the  company's  total  sales. 


Comparative  Highlights 


1974 


1973 


Sales 

Earnings 

Income  Taxes 

Net  Earnings 

Earnings  per  Share 

Depreciation,  Amortization  per  Share 

Cash  Flow 

Cash  Dividends  per  Share 

Land,  Buildings  and  Machinery 

Shareholders'  Equity  June  30 

Number  of  Employees 

Number  of  Shareholders 


.397,532,400 

$323,654,381 

36,122,627 

30,537,869 

17,685,000 

15,550,000 

18,437,627 

14,987,869 

3.15 

2.58 

1.56 

1.46 

4.71 

4.04 

1.07 

1.04 

82,463,093 

73,521,342 

111,098,644 

98,264,352 

13,462 

12,478 

4,281 

4,189 

"We  expect  growth  in  our  major  markets  and  in  our  business 
to  continue  during  the  coming  year.  This  will  be  particularly 
true  in  the  United  States,  as  much  needed  industrial 
capacity  is  added. 

Greater  sales  volume  has  increased  our  scheduled  backlog  from 
$92,600,000  on  June  30,  1973  to  $146,400,000  on  June  30,  1974." 

(From  the  newly  published  1974  Annual  Report) 

*  After  adjustment  of  49  cents  per  share  for  FIFO  to  UFO  inventory  valuation. 


P.S.  PARKER,  President 
PARKER-HANNIFIN  CORPORATION 
17326  EUCLID  AVE.,  CLEVELAND,  OH  44112 

□  Annual  Report    D  Latest  Quarterly 

□  Add  me  to  your  mailing  list 
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STATE 


ZIP 


PARKER  El  HANNIFIN 


a  major  limestone  deposit  in  Alberta 
which  lead  in  1954  to  the  construe 
tion  of  the  Societe's  first  cement  plan 
in  Edmonton. 

Then  the  Societe,  banking  on  it. 
widespread  European  industrial  ex 
perience,  branched  into  chemicals 
fertilizers  and  other  areas. 

The  Societe  now  holds  21%  of  Gen 
star's  stock,  with  Canadians  holding 
36%,  Americans  7%  and  the  balance 
—including  11%  held  by  Associatec 
Pordand  Cement  Manufacturers  ii 
exchange  for  its  Vancouver  Island  ce 
ment  plant  and  some  British  Colum 
bian  buildings  materials  operations- 
owned  by  Europeans. 

On  its  own,  Genstar  has  expandec 
into  the  marine  business  with  tug  anc 
barge  fleets  in  the  St.  Lawrence  anc 
on  the  West  Coast,  into  shipbuilding 
and  into  oil-rig  servicing  in  the  Arctic 
and  the  North  Sea.  In  California 
Genstar  also  staked  $10  million  in  3i 
small  but  profitable  companies  mak 
ing  semiconductors  and  periphera 
computer  equipment  with  an  eye  tc 
getting  a  substantial  position  in  elec 
tronics.  With  55  cents  of  long-tern 
debt  for  every  $1  of  shareholders 
equity,  Genstar  is  fully  leveragec 
and  needs  to  branch  into  areas  thaj 
are  not  capital  intensive. 

Current  Crunch 

But  that  is  for  the  future.  Today'- 
problem  is  getting  through  the  nex 
year  unscathed.  Can  Genstar  ever 
hope  to  keep  its  earnings  growing? 

Not  at  the  recent  rate,  concede: 
MacNaughton,  but  he  still  think? 
there  will  be  a  modest  improvemen 
in  1975,  thanks  to  Canada.  There  tht 
money  supply  expanded  at  twice  the 
growth  rate  allowed  here  by  th« 
Federal  Reserve  this  year.  This  ha.' 
given  Canada  a  12%  dose  of  inflation 
But  on  the  bright  side,  Canada'; 
housing  starts  are  off  only  8%  thi; 
year,  vs.  50%  in  the  U.S.  In  fact,  con 
struction  of  single-family  unit  starts- 
Genstar's  main  interest— actually  ros« 
2%  in  Canada  in  the  first  eight  months: 

Next  year,  however,  Canadiar 
housing,  too,  will  be  in  a  27%  slump 
to  175,000  starts.  But  MacNauglitor 
says  he  isn't  worried.  With  most  econ} 
omists  predicting  a  2.5%  real  growl 
in  Canada's  gross  national  product 
Genstar  reckons  its  other  operatioa 
will  prosper.  For  example,  Genstar  I 
building  three  hydroelectric  dams  foi 
the  Canadian  government  in  north 
ern  Manitoba. 

Of  course,  Genstar  and  MacNaugh- 
ton could  be  wrong;  next  year's  down 
turn  could  make  all  but  the  Strongej 
economy  collapse.  But  Genstar  dol 
have  its  magical  plus— flexibility.  I 
can  keep  moving  its  resources  ini 
projects  that  do  make  piofits.    ■ 


60 


FORBES,    DECEMBER    1,    19} 


Announcing  something  you  may  not 

want  to  hear.  At  first. 


A  candid  message  from  the  president  of 
Employers  Insurance  of  Wausau  —  the 
company  that  knows  how  to  help  you  earn 
favorable  rates  for  your  business  insurance. 

Few  need  to  be  reminded 
that  you  can't  get  some- 
thing for  nothing.  Yet,  even 
today  with  the  reality  of  in- 
flation, some  sellers  and 
buyers  of  business  insur- 
ance seem  to  be  chasing 
that  will-o'-the-wisp. 

It's  a  futile  chase.  Sellers 
who  offer  an  unrealistic 
price  are  deluding  their  buyers.  Buyers  who  believe 
-them  are  deluding  themselves.  There  is  only  one  way 
for  a  business  to  keep  its  insurance  costs  down:  by 
keeping  its  loss  experience  down.  And  the  way  to 
keep  losses  down  is  to  go  into  partnership  with  an 
insurance  company  that  knows  how  its  done. 

Bad  news  and  good  news. 

The  costs  of  making  good  every  kind  of  loss  against 
which  your  firm  is  insured  are  skyrocketing.  Medical 
and  hospital  fees,  repair  bills,  construction  costs, 
court  and  jury  awards,  inventory  and  equipment 
replacement — all  are  in  the  tight  grip  of  inflation. 

This  is  why  my  message  to  all  buyers  of  business 
insurance  must  be  that  our  prices — like  those  of  your 
other  suppliers — are  going  up.  If  we  lose  business 
because  of  justified  price  increases,  we'll  have  to 
live  with  it.  What  we  can'f  live  with  are  prices  that 
won't  support  the  kind  of  protection,  the  kind  of 
quality  service  we  offer — and  you  expect  of  us. 


But  once  you  accept  the  fact  that  the  way  to  control 
your  insurance  costs  is  to  control  your  insured  expo- 
sures, there's  a  silver  lining — an  advantage  you  don't 
have  with  many  of  your  other  operating  costs. 

You  still  have  an  influence  on 
insurance  costs. 

There's  not  much  you  can  do  about  your  taxes,  rents, 
transportation  costs,  or  the  prices  of  raw  materials. 
But  the  cost  of  your  business  insurance  is  still  largely 
within  your  control.  Soaring  medical  costs  won't 
affect  you  if  your  business  operations  don't  put  peo- 
ple in  hospitals.  You're  immune  to  the  inflated  price 
for  repair  or  replacement  of  property  that  isn't 
damaged,  destroyed  or  stolen. 

Our  position.  And  our  proposal. 

We  don't  want  just  policyholders.  We  want  partners 
in  the  accomplishment  of  what  we  do  best — keeping 
insurance  costs  as  low  as  possible  by  keeping  losses 
as  low  as  possible.  Our  prices  will  be  realistic  and 
competitive.  But  we  will  not  sell  at  rates  that  won't 
let  us  hold  up  our  end  of  the  partnership.  We  will  not 
reduce  our  services  to  meet  competitors'  pricing. 
Over  the  years  we  have  built  and  maintained  a  top 
quality  servicing  organization.  We're  going  to  keep 
right  on  building  it. 

We're  not  looking  for  anything  more  than  the  right 
price — and  we  pledge  all  our  resources  to  help  our 
policyholders  keep  that  as  low  as  possible. 

That's  the  Wausau  Story.  Realistic.  Candid. 


<??. 


C.  F.  Schlueter 
PRESIDENT 


EMPLOYERS  INSURANCE  OF  WAUSAU  Wausau,  Wisconsin 


The  Print  Shop 


of  the  Future. 

Someday,  there  will  be  a  machine  that  will 
automatically  feed  and  cycle  originals.  Provide 
limitless  sorting  of  output.  Automatically  adjust 
for  various  weights  ofpaper.  Have  two  paper 
trays  to  facilitate  paper  changes.  Be  able  to 
reduce  documents.  And  turn  out  exceptional 
quality  impressions  at  the  rate  of  two  per  second. 

It  will  have  a  computerized  programmer 
to  control  and  coordinate  every  function  of  the 
machine.  Maximize  output  quality  and  conduct 
self-diagnostic  functions  for  the  operator. 

In  all,  it  will  dramatically  increase  the 
output  per  employee  in  the  department.  And  no 
reproduction  center  will  be  complete 
without  one. 

Science  Fiction?  No.  Science  fact. 

It's  here  today. 

The  new  Xerox  9200  Duplicating  System. 

XEROX 


XEROXS.and92i)0  are  trademarks  of  XEROX  CORPORATION 


NewVbrk  leads  every  other  state 

in  international  trade. 

We're  the  bank  that  knows  NewVbrk  State. 


Nearly  one-third  of  the  more  than  300  banking  offices 

United  States'  foreign  trade  in  more  than  200  cities  and 

moves  through  New  York  State's   towns.  In  fact,  with  resources 


three  customs  districts;  the 
Port  of  New  York,  and  Buffalo 
and  Ogdensburg  on  the 
St.  Lawrence  Seaway. 

Marine  Midland  Bank  has 
been  a  part  of  New  York's 
importance  as  a  trading  center 
since  1839.  We're  the  bank  that 
knows  New  York.  We're  in 
more  locations  than  any  other 
bank  in  the  state.  We  have 


exceeding  $13  billion,  Marine 
Midland  is  the  nation's  twelfth 
largest  banking  system. 

The  experience  and 
knowledge  of  trade  that  we've 
acquired  through  the  years 
makes  us  more  than  qualified 
to  serve  you  today.  To  serve 
you  wherever  you  are. 

If  you'd  like  to  explore  the 
possibilities  of  interstate  or 


international  trade,  or  expand 
your  present  capabilities,  we'd 
like  to  help.  With  Euro-Currency 
Financing,  Foreign  Exchange, 
Letters  of  Credit,  for  example. 

Our  senior  officers  are 
anxious  to  share  their  experience 
and  their  knowledge  of  New 
York  with  you. 

Marine  Midland  Bank.  Bit; 
bank  resources.  Personal 
service.  All  over  New  York  Stat 


Knowing  New  York  State 
makes  all  the  difference  in  the  world. 


MARINE   IVIIO 


ND  BANK 


Member  F.D. I. C. 
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Give  Us  The  Money 
And  We'll  Do  The  Job" 


So  says  American  Natural  Gas's  Deke  Mack. 

Gas,  he  feels,  is  the  best  answer  to  the  energy  crisis, 

but  the  public  must  be  willing  to  pay  a  stiff  price  for  it. 


Faced  with  critical  shortages  of  cap- 
ital, soaring  energy  costs  and  consum- 
er resistance  to  high  prices,  the  elec- 
trical utility  industry  is  slowing  down. 
And  how  about  the  natural  gas  in- 
dustry? Doesn't  it  face  equally  uncer- 
tain prospects?  On  the  contrary,  it 
is  "on  the  threshold  of  a  great  future," 
says  Wilber  H.  Mack,  the  big,  strap- 
ping man  from  Massachusetts  who 
heads  American  Natural  Gas  Co. 

"Deke"  Mack  (the  nickname  is  for 
his  college  fraternity)  is  optimistic 
because  ANG  has  huge  reserves,  and 
was  the  only  major  company  in  its 
industry  last  year  permitted  by  the 
Federal  Power  Commission  to  expand 
its  delivery  capacity. 

If  it  can  get  the  money,  Mack  says, 
ANG  will  spend  billions  over  the  next 
few  years.  That,  he  reminds  listeners, 
compares  with  the  $20  billion  the 
whole  industry  spent  between  1950 
and  1970.  And  there's  the  rub.  "That 
brave  new  world  for  natural  gas," 
'  says  Mack,  "depends  on  the  ability  to 
get  money." 

Why  this  great  future?  Simply  be- 
cause natural  gas  remains  the  most 
desirable  of  fuels.  It  burns  clean.  One 
day  soon  it  will  be  created  from  coal, 
which  the  U.S.  has  in  as  much 
abundance  as  Saudi  Arabia  has  oil. 
Best  of  all,  it  will  not  strain  the  bal- 
ance of  payments. 

American  Natural  Gas,  based  in 
Detroit,  is  a  $774-million  natural  gas 
holding  company.  Its  earnings  last 
year  came  51%  from  its  Michigan  Wis- 
consin Pipe  Line  company  (called 
Mish-Wis)  and  36%  from  its  two  dis- 
tribution companies,  Michigan  Con- 
solidated and  Wisconsin  Gas.  It  pipes 
gas  from  Canada,  Texas,  Oklahoma 
and  the  Gulf  Coast  to  nine  states  in 
the  Michigan  and  Wisconsin  area.  Its 
earnings  have  increased  by  an  aver- 
age of  nearly  9%  annually  for  the  past 
five  years.  Last  year  it  earned  some 
12%  on  equity,  a  particularly  respect- 
able showing  considering  that  the 
great  bulk  of  its  gas  is  distributed  in 
Michigan  and  Wisconsin,  which  have 
some  of  the  foughest  regulatory  cli- 
mates in  the  country. 

Originally  largely  dependent  on 
Panhandle  Eastern  Pipe  Line  for  its 
gas,  American  elected  to  go  on  its 
own  in  1949.  Eventually  it  built  pipe- 

I  lines  to  the  Anadarko  Basin  of  Texas 
and  Oklahoma  and  to  the  Louisiana 


Gulf  Coast,  the  U.S.'  two  major  gas- 
producing  areas.  Mack,  who  became 
executive  vice  president  of  Mish-Wis 
Pipe  Line  in  1958  and  its  president  in 
1966,  was  responsible  for  getting 
American  Natural  Gas  heavily  into 
onshore  and  then  offshore  Gulf  of 
Mexico  exploration  activities. 

Along  with  Peoples  Gas,  ANG  was 
one  of  the  heaviest  plungers  in  ad- 
vance payments  to  gas  producers.  And, 
along  with  Peoples,  one  of  the  wisest 
choosers.  Today,  largely  as  a  result  of 
Mack's  plunges,  ANG  has  a  12-year 
gas  supply,  vs.  an  industrywide  av- 
erage of  less  than  ten.  That  is  all  the 
more  impressive  since  ANG,  at  near  a 
trillion  cubic  feet  last  year,  is  one  of 
the  largest  U.S.  gas  pipeliners. 

Its  prospects  are  just  as  good.  It 
has  interests  in  large  offshore  Texas 
gas  finds  for  which  it  has  filed  for  per- 
mission to  build  a  $217-million  pipe- 
line. "It's  all  right  to  look  at  the  exot- 
ics," says  Mack,  "and  we're  up  to  our 
teeth  in  them,  but  I'm  looking  for  ad- 
ditional gas  through  the  early  Eighties 
to  come  from  offshore." 

Far  Out,  Far  Away 

Mack  has  indeed  looked  hard  at 
the  exotics,  especially  coal  gasification 
and  Arctic  gas.  As  a  result  of  his  ef- 
forts, ANG  has  3.6  billion  tons  of 
North  Dakota  lignite  locked  up, 
enough,  when  gasified,  to  produce 
more  gas  than  all  the  known  reserves 
under  Prudhoe  Bay.  And  it  has  a 
process  to  produce  the  gas,  which  it 
has  worked  long  with  Germany's 
Lurgi  to  perfect. 

ANG  was  one  of  the  first  partici- 
pants in  the  proposed  Gas  Arctic 
pipeline,  planned  to  carry  gas  from 
Alaska's  Prudhoe  Bay  and  from  north- 
ern Canada's  Mackenzie  River  Delta 
to  the  Midwest.  That  pipeline,  which 
now  figures  to  cost  some  $10  billion, 
has  competition  in  the  form  of  two 
other  proposals,  but  is  the  odds-on 
favorite  to  get  built. 

The  exotics— distant  Canadian  gas, 
gas  from  coal  and  liquefied  natural  gas 
—are  much  of  the  reason  for  Mack's 
belief  in  his  brave  new  world.  The 
catch  is  the  capital  costs.  ANG  has 
had  more  than  its  share  of  problems 
raising  money  for  normal  spending,  let 
alone  for  the  exotics.  Because  of  low 
stock  prices,  this  year's  proposed 
equity  offering  had  to  be  put  off  in 
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favor  of  expensive  short-term  financ- 
ing. "We've  got  everything  going  for 
us,"  was  Mack's  wry  comment,  "ex- 
cept the  price  of  our  stock."  The  Con- 
solidated Edison  syndrome  has  hurt 
companies  like  ANG,  even  though 
their  situations  are  poles  apart. 

What's  the  solution?  It's  simple  but 
painful.  First,  help  from  the  Treasury. 
Mack  would  like  to  see  the  investment 
tax  credit  raised  to  10%  from  the  cur- 
rent 7%.  He  would  also  like  to  get 
more  rapid  depreciation  for  tax  pur- 
poses. But  "above  all,"  Mack  empha- 
sizes, "there  should  be  a  rate  sur- 
charge, so  the  consumer  picks  up  at 
least  the  carrying  costs  of  this  con- 
struction. Indeed,  I  think  he  should 
come  in  for  some  of  the  construction 
costs  themselves."  In  the  first  of  his 
proposed  coal  gasification  plants,  he 
points  out,  about  20%  of  the  $750-mil- 
lion  cost  is  carrying  charges. 

"The  consumer,"  Mixk  points  out, 
"pays  these  costs  eventually  when  they 
get  into  his  rate  base,  and  he  pays 
far  more  than  if  he  paid  as  he  went 
along."  Mack  has  been  plugging  for 
these  ideas  for  a  while  now.  Federal 
Power  Commission  Chairman  John 
Nassikas  is  coming  around  to  them. 

Deke  Mack  will  be  65  next  year, 
but  he  doesn't  want  to  retire.  He  wants 
to  stick  around  to  see  how  the  game 
comes  out.  He  is  hoping  that  the  Gov- 
ernment and  consumers  will  pay  the 
bill  now,  rather  than  face  the  conse- 
quences in  the  form  of  terrible  energy 
shortages  and  further  damage  to  the 
balance  of  payments.  ■ 
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Bringing  Home  The  (Tax)  Bacon 


"All  these  demagogues  in  the  Congress  are  out  to  get 
the  multinational  corporations,"  complains  Thomas  E. 
Jenks,  a  partner  in  the  prestigious  Washington,  D.C.  law 
firm  of  Lee,  Toomey  &  Kent. 

What's  Jenks,  a  tall,  slender,  patrician-looking  man  of 
64,  in  such  a  huff  about?  He  is  afraid  the  Government  is 
going  to  subject  the  multinationals  to  what  he  considers 
double  taxation— paying  a  tax  twice  on  the  same  income. 
Jenks  is  referring  to  a  set  of  Treasury-proposed  regula- 
tions that  will  set  guidelines  for  allocating  deductions  to 
U.S.  multinationals'  income  sources.  If  these  regulations 
go  through,  they  could  slash  the  aftertax  profits  of  our 
multinationals  by  reducing  their  foreign  tax  credits.  The 
companies  most  likely  to  be  affected  are  those  with  high- 
ly centralized  U.S.  research  and  development  and  man- 
agement, with  significant  earnings  from  abroad— espe- 
cially the  drug,  paper  and  business  machine  firms. 

"These  regulations  are  just  one  more  step  in  a  general 
harassment  of  U.S.  multinationals,"  Jenks  charges,  inclin- 
ing his  full  six-plus  feet  forward  for  maximum  empha- 
sis. To  bolster  his  point,  he  cites  a  survey  of  12  compa- 
nies, all  big  multinationals.  In  1972,  filing  returns  allowed 
under  prior  regulations,  the  companies  received  tax  cred- 
its of  $149  million,  fully  applicable  against  their  U.S.  tax 
load.  But  under  the  proposed  regulations,  the  same  com- 
panies would  have  received  credits  of  only  $43  million. 
The  difference— $106  million— would  come  straight  out  of 
U.S.  profits  and  straight  into  the  coffers  of  the  Internal 
Revenue  Service. 

Jenks  is  not  alone  among  corporate  lawyers  and  ac- 
countants protesting  the  new  regulations.  "You  can  forget 
the  fancy  allegations,"  says  George  White,  partner 
at  Arthur  Young  Co.'s  Washington  office.  "It  all  comes 
down  to  dollars  and  cents.  You  can  bet  your  life  on  that!" 

Who  Pays? 

Here's  how  those  dollars  and  cents  will  shake  out  into 
Uncle  Sam's  coffers,  should  the  new  regulations  be  final- 
ized in  their  current  form: 

U.S.  multinationals  earn  their  profits  partly  from  op- 
erations in  the  U.S.  and  partly  from  operations  abroad. 
The  profits  earned  abroad  are  subject  to  foreign  taxa- 
tions, usually  in  the  50%  range.  To  protect  our  multina- 
tionals against  double  international  taxation,  Congress  has 
since  1921  allowed  the  companies  to  apply  their  foreign 
tax  payments  against  their  ultimate  U.S.  tax  liability— up 
to  a  limit.  That  limit  is  set  by  the  Foreign  Tax  Credit 
Limitation  formula. 

It's  a  fairly  simple  formula.  The  Treasury  first  cal- 
culates what  a  company's  U.S.  tax  would  be  without  any 
foreign  tax  credit.  Then  it  takes  a  ratio  consisting  of  the 
company's  net  foreign  income  over  its  net  worldwide 
income.  Multiply  the  ratio  by  the  full  U.S.  tax  liability, 
and  you  get  the  foreign  tax  credit,  a  dollar  figure  that  the 
company  may  apply  against  its  U.S.  taxes. 

Here  is  a  simple  example.  A  company  nets  $200  mil- 
lion worldwide,  half  of  it  in  the  U.S.,  half  abroad.  So, 
its  ratio  is  50%.  On  a  $200-million  profit,  the  tentative 
full  U.S.  tax  rate  liability  would  be  $96  million.  Multiply- 
ing this  sum  by  the  ratio,  you  come  up  with  a  credit 
of  $48  million,  assuming  a  48%  foreign  tax  rate.  In  ef- 
fect, then,  the  company  pays  only  $48  million  to  Uncle 
Sam,  rather  than  $96  million. 

"The  foreign  tax  credit,"  says  Washington,  D.C.  lawyer 


and  tax  specialist  Robert  T.  Cole,  a  principal  drafter  of 
the  proposed  regulations  while  he  was  with  the  Treasury, 
"is  designed  to  give  companies  a  credit  against  their  U.S. 
taxes  on  their  foreign  income,  but  not  a  credit  for  U.S. 
taxes  on  the  companies'  U.S.  income." 

That's  the  problem,  says  the  Treasury.  U.S.  multina- 
tionals have  been  overstating  their  foreign  net  to  get 
the  maximum  tax  credit.  One  way  they  do  this  is  by  charg- 
ing a  minimum  of  deductions  against  their  foreign- 
source  income  and  the  most  possible  against  U.S.  income. 

That's  also  where  the  new  regulations  come  in.  They 
instruct  companies  precisely  which  deductions  to  allo- 
cate where.  And  in  doing  so,  they  give  the  companies 
much  less  leeway  in  manipulating  the  foreign  net  figure 
in  the  tax  credit  formula. 

Take  a  look  at  the  12  companies  that  Lee,  Toomey 
&  Kent's  Jenks  surveyed.  Under  the  regulations  still  on 
the  books,  the  companies  reported  gross  foreign  income 
in  1972  of  $429  million.  They  deducted  expenses  "direct- 


ly related"  to  that  income— rent,  payrolls  and  the  like- 
totaling  $59  million.  That  left  foreign  net  of  $370  million. 

But  under  the  proposed  regulations,  the  same  compa- 
nies would  have  been  required  to  deduct  $339  million 
in  expenses  from  the  same  foreign  gross  rather  than  $59 
million,  leaving  foreign  net  of  only  $90  million.  Instead 
of  receiving  a  foreign  tax  credit  of  $148  million  (under 
the  old  system),  the  companies  would  get  only  $42  mil- 
lion in  credits.  The  difference— $106  million— would  be 
payable  to  Uncle  Sam  in  taxes.  In  effect,  their  net  for- 
eign earnings  would  be  nicked  by  a  full  25%. 

Coopers  &  Lybrand,  an  accounting  firm  with  a  stable 
of  multinational  clients,  cites  a  similar  case  of  a  firm 
whose  foreign  tax  credits  would  plummet  40%— from  $5 
million  to  around  $3  million.  "These  regulations  would 
kill  us  and  every  other  company  in  our  industry,"  says 
Robert  Grover,  director  of  taxes  at  St.  Regis  Paper  Co. 
"We'd  have  to  pay  over  60%  tax  on  our  foreign-source 
income  rather  than  the  usual  48%,  so  we'd  pay  a  dou- 
ble tax.  It's  a  bum  deal!" 

After  hearing  these  industry  gripes,  a  Foriu.s  reporter 
traveled  to  the  palatial  flag-draped  offices  of  the  U.S. 
Treasury's  tax  experts.  Was  Treasury  really  out  to  lambaste 
the  U.S.  multinationals?  Would  these  proposed  regula- 
tions really  spell  doomsday  for  the  U.S.  multinationals? 
Not  at  all,  the  Treasury  insists.  It's  just  that  the  present 
rules  are  out  of  date  and  some  companies  are  stretching 
them  too  far. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


IDPU: 


MO  U»  PAT  Off 

ESTABLISHED  1802 


$500,000,000 

E.  L  du  Pont  de  Nemours  and  Company 

$350,000,000  8.45%  Debentures  Due  2004 
$150,000,000  8%  Notes  Due  1981 


Interest  payable  May  15  and  November  15 


Prices 

Debentures  100%  and  Accrued  Interest 
Notes  9934%and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  latvs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


THE  FIRST  BOSTON  CORPORATION 


MERRILL  LYNCH, PIERCE,  FENNER  &  SMITH 

Incorporated 

BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated 

DREXEL  BURNHAM  &  CO. 

Incorporated 

HORN  BLOWER  &  WEEKS-HEMP  HILL,  NOYES 

Incorporated 


KIDDER,  PEABODY  &  CO. 

Incorporated 

LEHMAN  BROTHERS 

Incorporated 


KUHN,  LOEB  &  CO. 
LOEB,  RHOADES  &  CO. 


GOLDMAN,  SACHS  &  CO. 

SALOMON  BROTHERS 

DILLON,  READ  &  CO.  INC. 

HALSEY,  STUART  &  CO.  INC. 

Affiliate  of  Bache  &  Co.  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC. 

LAZARD  FRERES  &  CO. 

REYNOLDS  SECURITIES  INC. 


SMITH,  BARNEY  &  CO.   WERTHEIM  &  CO.,  INC.    WHITE,  WELD  &  CO.    DEAN  WITTER  &  CO. 

Incorporated  Incorporated  Incorporated 

November  8, 197k- 


Shipping 

It's  not  the  only  reason 

to  move  your  plant  to 

North  Carolina,  but  it's  a 

fast  moving  one. 

North  Carolina's  an  easy  state  to  get  away  from. 

We  have  two  all-weather,  deep-water  ports  at  Wilmington 

and  Morehead  City,  more  motor  carriers  headquartered 

here  than  in  any  other  state,  twenty-three  railroad 

lines  and  thirteen  commercial  airports. 
But  that's  not  all  we  have.  Our  wet  sites,  industrial 

climate,  transportation,  power  rates,  banks, 

technical  training,  educational  and  research  facilities, 

plus  our  cities  all  offer  distinct  advantages. 

Want  to  learn  more?  Just  fill  in  and  mail  the  coupon  below. 


North  Carolina  Dept.  fbm 

Division  of  Commerce  and  Industry, 
Box  27687,  Raleigh,  North  Carolina  27611 
Please  send  your  Transportation  and  Utilities 
Directory  and  additional  data  on  North  Carolina. 

Name 

Firm 

Address 

City 


.State. 


-Zip- 


Send  today  for  these  timely  Investment  Reports. 
Does  United  believe  you  should  Buy?  Hold?  Sell? 

Utility  Stocks 


Facts, 
Allegheny 
Am  Elec  Pwr 
Atlantic  City 
BaltG&E 
Boston  Edison 
Cent&SW 
Cent  Maine 
Cleveland  El 
Comlth  Ed 
Consumers  Pwr 


figures,  individual 
Duke  Pwr 
Duquesne  Lt 
Fla  Pwr  Lt 
Gen  Pub  Util 
Gulf  States 
Houston  L  &  P 
Idaho  Pwr 
Kansas  P  &  L 
Long  Island  L 
Middle  South  U 


analysis,  and  appraisal 
Montana  Pwr 
New  Eng  Elec 
NY  State  El 
Niagara  Mohawk 
Northeast  Ut 
No  States  Pwr 
Pacific  G  &  E 
Phila  Elec 
Potomac  Elec 
Pub  Serv  E  &  G 


of  risk 
Pub  Serv  Ind 
Pub  Serv  NM 
Sierra  Pacific 
So  Calif  Ed 
Southern  Co 
Texas  Util 
Union  Elec 
Utah  Pow  &  Lt. 
Virginia  E  &  P 
Wash  Water  Pwr 


PLUS  THESE  BONUS  REPORTS 


Time  to  i  _ 

consider  00110  S 

United  appraises  profit, 
income,  risk  and  recommends 
4  kinds  of  bonds. 


Forecast  '75 

United's  analysis  of  the 
Stock  Market  and  Economy 
for  1975.  Issued  Dec.  9. 


Plus  a  4-week  Guest  Subscription  to  United  Reports 


This  entire  package  only  $2 


4  weeks  of  United  Reports  alone 


COUPON     -^(Please  pr,n„ 
AND  MAIL  ADDRESS  _ 
TODAY 


CITY 


tJNlTEDIftgs^se^ 

210  Newbury  St.,  Boston,  Massachusetts  021 16  FM-51 


•  Utility  Slocks 
Report 

•  Bonds  Report 

•  Forecast  '75 

•  4  Weeks  ol 
United  Reports 

No  ullMin  Mill  C*ll. 

Oiler  open  ro  new 
Guesi  Subscribers  only 
Not  assignable 
witnoul  your  conseni 


The  Numbers  Game 

"For  all  these  years,"  begins  FreB 
eric  Hickman  at  Treasury,  "compel 
nies  have  been  allocating  and  appoi 
tioning  deductions  in  a  thousand  dilj 
ferent  ways.  We're  just  trying  to  de 
velop  a  set  of  rules  that  will  giv> 
people  reasonably  uniform  guideline  I 
on  these  matters.  We're  trying  to  an 
swer  the  question,  'How  do  you  all 
locate  or  apportion?  How  far  do  yojl 
go  in  your  attempt  to  associate  itemi 
of  expense  with  sources  of  income?'  I 

The  proposed  regulations  put  man  l 
items  traditionally  regarded  as  beinu 
"indirectly  related"  to  any  incornl 
source  in  the  "directly  related"  cam 
gory.  These  include  such  big-expensl 
items  as  research  and  development] 
interest  and  head-office  (including 
stewardship)  expenses.  A  drug  conij 
pany,  for  example,  would  have  tj 
allocate  a  good  portion  of  its  R&li 
expense  to  foreign  sales  and  take  tm 
deduction  abroad.  The  same  wouw 
apply  to  executive  salaries,  if  tinu 
was  spent  on  foreign  operations. 

Then  there  is  a  question  of  eu 
penses  that  are  not  easily  allocate* 
between  domestic  and  foreign.  Tabf 
the  case  of  a  new  drug  that  is  bein' 
introduced  in  the  U.S.  this  yea 
but  won't  be  sold  overseas  for  am 
other  year  or  so.  How  do  you  allq 
cate  its  development  expenses?  Son»J 
companies  don't  allocate,  arguing  thi* 
the  product  was  developed  for  tfl 
U.S.  alone.  Others  use  "gross-IB 
gross."  That  is,  the  ratio  of  foreign 
pretax  profits  to  worldwide  gross  pret 
tax  profits.  The  Treasury  would  pre' 
fer  an  allocation  based  on  sale 
abroad  and  sales  at  home,  becafl 
gross  foreign  profits  are  really  clod 
to  net  income.  Expenses  do  not  takf 
nearly  the  same  proportion  of  foreiB 
gross  as  they  do  in  the  U.S. 

Will  The  Foreigners  Listen? 

What's  the  big  deal,  laymen  ask. 
Doesn't  forcing  the  deductions  ovJJ 
seas  simply  reduce  overseas  profit* 
and  shift  the  tax  burden  from  om 
place  to  another?  So  what,  if  cflj 
panics  pay  more  to  Uncle  Sam  an1 
less  to  foreign  governments?  The  flj 
swer— things  don't  work  so  neatly. 

"Foreign     governments     will     sa« 
Jenks  explains,  "  'We're   not    going  t! 
pick    up    the    cost    of    {/our    leseaill 
failures,    or    the    cost    of    your   excod 
tives    protecting    the    investments   < 
your    stockholders.'     Foreign     govert 
ments  just  aren't  going  to  allow  dies 
deductions."  So,  some  of  the  ex  pens* 
will    become    orphans,    disowned 
the  U.S.  and  the  foreign  government 
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GET  RICH  SLOWLY 

with  the  help  of  U.S.  News  &  World  Report's 

MONEY  MANAGEMENT  LIBRARY.  Start  by  reading 

"Planning  Your  Financial  Future1'  free  for  10  days 


"he  world  is  filled  with  get-rich-quick 
chemes.  Most  of  them,  alas,  don't  work— 
nd  cause  unwary  investors  to  lose  uni- 
ons of  dollars  every  year. 
But  there  are  many  excellent  and  com- 
letely  sound  opportunities  to  get  rich 
lowly  that  often  are  overlooked  by  the 
verage  person. 

For  instance,  did  you  know  that  if  you 

arted  investing  just  a  little  more  than 
BO  every  month  at  the  age  of  30,  and  got 

15%  return  compounded  annually,  by 
le  time  you  were  65  it  would  add  up  to 
1,013,346?  Over  a  million  dollars  from 
bout  $80  a  month! 

With  careful  money  management,  most 

sponsible  families  can  save  at  least 
50  a  month.  And  getting  a  return  of  15% 
i  your  investment,  although  very  good, 

not  as  impossible  as  it  may  sound. 

According  to  statistics,  the  combined  an 
nal  return  from  dividends  and  capital 
ipreciation  on  all  common  stocks  over 
e  past  20  years  has  averaged  14.3%. 
verage  returns  in  specific  areas  have 
Jen  higher— for  example,  18.4%  in  elec- 
onics  and  22.7%  in  office  equipment. 
Of  course,  this  does  not  take  into  ac- 
»unt  the  income  tax  you  would  pay  on 
e  return  from  your  investments.  But 
und  tax  planning  can  reduce  this  factor 
a  minimum. 

And  if  you  are  older  than  30,  it  is  true 
at  you  do  not  have  as  long  a  period  of 
ne  to  pyramid  your  savings,  but  you 
•obably  are  earning  more  than  you  did 
30  and  can  afford  to  save  and  invest 
ore  than  $80  a  month. 

Then  why  don't  most  of  us  end  up  with 
least  a  million  dollars  by  the  time 
?'re  65? 

Sometimes  it  is  due  to  unavoidable 
rcumstances— unemployment,  family 
nesses,  and  so  forth.  But  surely  an  im- 

rtant  factor  is  .simply  a  lack  of  knowl- 
Igeable  planning  and  sound  money 

nagement. 


It  is  with  this  common  problem  in 
mind  that  the  publishers  of  U.S.News  & 
World  Report  have  now  developed  the 
MONEY  MANAGEMENT  LIBRARY. 

This  series  has  been  designed  to  provide 
you  with  the  professional  guidance  nec- 
essary to  manage  your  money:  to  help 
you  do  the  best  possible  job  of  saving 
it  —  stretching  it  —  investing  it  —  minimiz- 
ing the  tax  on  it  — and  passing  it  on 
to  your  heirs. 

And  to  acquaint  you  with  the  series  with- 
out obligation,  you  are  invited  to  read  the 
first  volume  in  the  series,  "Planning  Your 
Financial  Future,"  free  for  10  days. 

This  book  will  show  you  how  to  draw 
up  your  own  family  security  plan  for  get- 
ting rich  slowly  and  then  give  you  a 
broad  overview  of  how  to  make  the  plan 
work.  Among  the  things  you  will  learn: 

—Where  to  put  your  savings.  How  to 
choose  a  bank  with  best  yield.  How  to  get 
1%  more  on  passbook  savings. 

—Advantage  of  buying  savings  bonds 
in  child's  name. 

—How  you  can  save  $9,000  on  a 
$20,000  mortgage. 

—How  to  compare  cost  of  owning  and 
renting  a  home.  Pros  and  cons  of  coop 
apartments  and  condominiums. 

—Ways  of  investing  profitably  in  com- 
mercial real  estate  without  headaches  of 
management. 

—Investing  in  stocks:  common  stock 
vs.  preferred.  Participating  vs.  non-par- 
ticipating. Stocks  vs.  corporate  bonds. 
Types  of  bonds. 

—Don't  put  all  of  your  eggs  in  one 
basket,  but  how  many  baskets? 

—How  to  choose  a  broker. 

—Dollar-cost  averaging:  the  secret  of 
profiting  from  stock  price  fluctuations. 

—Why  investors  often  overpay  tax  on 
long-term  capital  gains. 

—3  ways  to  invest  in  mutual  funds. 
How  to  choose  from  250  funds. 


—A  simple  secret  to  help  you  save  on 
life  insurance. 

—The  3  basic  types  of  insurance  poli- 
cies and  the  many  different  ways  they 
are  combined. 

—How  to  calculate  how  much  insur- 
ance you  should  carry. 

—How  you  can  calculate  your  social 
security  benefits. 

—How  just  a  few  sentences  in  your  will 
can  save  your  heirs  hundreds  or  even 
thousands  of  dollars. 

—Big  tax  savings  you  can  realize  in 
a  reversionary  trust. 

—How  to  bypass  probate  with  much  of 
your  estate. 

Other  books  in  the  series  will  then  ex- 
plain in  greater  detail  how  to  build  and 
pass  along  your  estate. 

They  include: 
"What  Everyone  Needs  to  Know 
About  Law" 

"How  To  Buy  Real  Estate" 
"Your  Income  Tax:  How  To  Save 
Money  And  Avoid  Trouble" 
"Stocks,  Bonds  &  Mutual  Funds" 
"How  To  Find  A  Growth  Stock" 

And  in  each  book,  everything  you  want 
and  need  to  know  is  explained  in  the 
clear,  practical,  no-nonsense  style  for 
which  the  news  magazine,  U.S.News  & 
World  Report,  is  famous.  The  reliability 
of  the  facts  is  also  in  keeping  with  U.S. 
News  &  World  Report's  high  standards. 

To  read  the  first  book,  "Planning  Your 
Financial  Future,"  free  for  10  days,  send 
no  money — just  mail  the  card.  If  you 
are  pleased  with  it,  you  may  keep  it  for 
only  $5.50  (a  direct-to-you  discount  of 
more  than  20%  off  the  suggested  retail 
price)  plus  shipping  and  handling,  and 
continue  to  receive  another  book  in  the 
series  on  approval  every  other  month. 
Or  you  may  return  your  first  book  in  10 
days  and  we  will  not  send  you  any  more. 
You  may  stop  receiving  books  in  the 
series  any  time  just  by  sending  us  a 
postcard  telling  us  to  cancel. 


Books  by  U.S.  News  &  World  Report  MP20 

Post  Office  Box  1004 
Burlington,  New  Jersey  08016 

Please  send  me  "Planning  Your  Financial  Future"  for  free  examination.  If  I 
am  not  completely  satisfied  with  it,  I  may  return  it  within  10  days  without 
paying  or  owing  anything,  and  that  will  be  the  end  of  it.  Otherwise  I  will 
keep  the  book  for  only  $5.50  (a  saving  of  more  than  20%)  plus  shipping  and 
handling.  You  will  send  me  another  volume  in  the  series  every  other  month,  to 
examine  free  and  to  keep,  if  I  wish,  at  the  same  low  price.  There  is  no  mini- 
mum number  of  books  that  I  must  buy,  and  I  may  cancel  my  subscription  at 
any  time  simply  by  notifying  you. 


Name. 


Address. 
City 


.State. 


.Zip. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUES 


November  15,  1974 


$400,000,000 

Xerox  Corporation 

$200,000,000 

8.20%  Notes  Due  1982 

Price  100% 

plus  accrued  interest  from  November  1,  1974 


$200,000,000 

$%%  Sinking  Fund  Debentures  Due  1999 

Price  99.75% 

plus  accrued  interest  from  November  1,  1974 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  under- 

*g  the  undersigned,  only  in  Stales  in  which  inch  underwriter;  are  qualified 
to  act  as  dec'-  '.ties  and  in  which  the  Pro  r  pectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Goldman.  Sachs  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Blyth  Kasunan  Dillon  &  Co.        Dillon,  Read  &  Co.  Inc.         Donaldson.  I.ufkin  &  Jenrette 

IncorMtated  hecunties  <  orpot, 

Drexel  Burnham  &  Co.    Haisey,  Stuarl  &  Co.  Inc.     Hornblower  &  W  eeks-Hemphill,  Noyes 

incorporated  Alii    w  o'  H»;he  &  Co.  Incorporated  Incorporated 


F.F.  Hutton  &  Company  Inc. 
hazard  Freres  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 


Kuhn,  lx>eb  &  Co. 
Loeb,  Rhoades  &  Co. 


Paine.  Webber.  Jackson  &  Curtis  Reynolds  Securities  Inc.  Smith,  Barney  &  Co. 

Incorporated  Incorporated 


Warburg  Paribas  Becker  Inc. 


Wertheim  &  Co.,  Inc. 


Whilo.Weld&Co. 

Incorporated 
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alike.  The  result,  claim  the  critics,  wj 
be  double  international  taxation,  on 
of  the  things  the  foreign  tax  cred 
is  meant  to  protect  against. 

The  Treasury's  Hickman  concedei 
"One  of  the  problems  with  the  regt 
lations  is  the  foreign  government 
many  of  whom  are  several  years  Taf 
hind'  the  U.S.  in  their  tax  policie 
They  do  often  say,  'We're  not  goinl 
to  allow  that  deduction  over  here.' ' 

The  critics  of  the  new  regulatior 
also  complain  that  some  of  the  nov| 
favored  "reasonable"  methods  of  at 
portioning  indirectly  related  expenst 
are  downright  unreasonable.  Take  tr. 
drugmaker  who  developed  a  drug  i 
the  U.S.  this  year  but  doesn't  pla 
to  sell  it  abroad  for  some  time.  Wh 
should  the  foreign  subsidiary  be  bille 
for  benefits  it  may  never  get?  On  th 
point,  the  Treasury  seems  ready 
compromise.  Says  Hickman:  "We  ju 
want  a  reasonable  method  for  pu 
ting  expenses  in  one  area  or  anothe 
and  we've  intended  to  show  indu 
try  that  people  can  do  a  variety 
things— if  they're  reasonable." 

But  the  critics  are  not  done.  Tr 
new  regulations,  they  charge,  woul 
encourage  U.S. -based  research  an 
development  to  move  abroad.  Tl 
logic  there  is  that  the  compani' 
might  get  their  R&D  deductions  fro 
foreign  governments  if  the  labor 
tories  and  scientists  were  easily  v§ 
ble  to  the  foreign  tax  services. 

A  Matter  Of  Money 

After    hearing    the    argument 
both    sides,    Fohbi  s    .  ould    not    he 
but  conclude  that  the  spokesmen  I 
business    were    tending    to    o\ 
their  case;  after  all,  who  likes  to  p. 
higher    taxes?    But    the    Treasury 
clearly  ready  to  compromise.  "WJ 
not    out    to    get    the    inuUmat 
insi  is  the  Treasury's   Hickman,  \\! 
points  out  that  the  changes  are  CM 
ly    directed    against    companies    th 
have  been  sti  etching  the  rules 

Even    the    spokesmen    for    bu 
admit     that      changes     are     overdd. 
Lawyer  Tom  Jenks  concedes  thai  tl 
present   rules  were  set   up  at   a   tin 
"when  the  U.S.  wasn't  an  inten 
al  tradei  of  much  significance.' 

It's  really  fairly  simple.  The  V. 
Government  wants  more  tax  reventM 
it  wants  to  (lose  loopholes.  The  C01 
panics  don't  want  to  pay  more.  Whj 
the  final  compromises  are  made,  t! 

world  won't  end  for  the  multinatx 
;ils.  On  the  other  hand,  there  is  no  1 
it  isn't  going  to  cost  some  ot  tin 
a  good  deal  ol  money.    ■ 


FORBES,    DECEMBER    1,    lfl 


I  Announcing  a  Great  New  Buy  for  Collectors  and  Investors 


Only  25,000  persons  will  ever  own  this  prestigious 
silver  ingot  series  of  major  historical  importance. 


A  Strictly  Limited  Edition  of  37 

Proof  Quality  Ingots  in  .999  Fine  Silver 

only  $13.75  each 


With  this  announcement  you  now  have  a  rare 
opportunity  to  acquire  the  only  Presidents 
Ingot  Series  authorized  and  approved  by  The 
Washington,  D.C.  Bicentennial  Commission 

And  what  a  dramatic  and  stirring  series 
this  is  —  a  panorama  of  our  great  and 
unique  history  that  will  inspire  all  Americans. 
Conceived  out  of  deep  respect  for  the  most 
important  office  in  the  land,  it  was  created  not 
only  to  honor  the  long  succession  of  37  really 
remarkable  men  who,  since  George  Washing- 
ton, have  led  our  great  country,  but  also,  our 
future  president,  "The  Bicentennial  President 
of  the  United  States"  who  will  forge  our  great 
future  destiny. 

A  MAGNIFICENT  TREASURY  OF  FINE  ART 

A  glorious  example  of  the  engravers'  art,  these 
thirty-seven  Presidents  ingots  are  each  gleam- 
ing mirror-like  ingots  that  will  be  issued  two 
per  month.  And  as  a  special  bonus  a  38th 
ingot  commemotating  the  inauguration  of  the 
Bicentennial  President  will  be  struck  and  sent 
to  you  Free  soon  after  the  next  president  is 
known.  Each  will  contain  480  grains  of  the 
purest  silver  available  anywhere.  In  19  months, 
subscribers  will  have  amassed  over  3  troy 
pounds  of  .999  Fine  Silver  —  18,240  grains  in 
all  —  more  silver  than  the  average  family  ac- 
cumulates in  a  lifetime. 

STUNNINGLY  DESIGNED, 
METICULOUSLY  CRAFTED 

It  is  unlikely  that  you  have  ever  seen  pure 
silver  ingots  such  as  these  before.  Designed  by 
master  sculpter  Alfred  Brunettin,  the  surfaces 
glow  with  a  duality  of  finishes;  exquisite  satin 
bas  relief  sculpture  dramatically  highlighted 
by  brilliant,  mirror-perfect  backgrounds.  The 
illustrations  above  only  suggest  the  superlative 
detail  of  these  ingots.  To  hold  them  in  your. 


hand  is  to  almost  experience  all  the  history  of 
the  Office  of  President. 

ISSUED  IN  STRICTLY  LIMITED  EDITION 

The  Hamilton  Mint,  officially  appointed  by 
the  Washington,  D.C.  Bicentennial  Commis- 
sion to  produce  this  series,  will  mint  but  25,000 
First  Edition  Proof  sets  in  .999  fine  silver. 
Only  one  complete  set  will  be  struck  for  each 
subscriber  and  no  more  will  ever  be  minted 
once  the  edition  limits  are  reached,  thus  pro- 
tecting the  integrity  of  the  edition. 

YOUR  PERSONAL  SERIAL  NUMBER 
You  will  be  assigned  the  lowest  serial  number 
available.  This  number  is  your  exclusive  num- 
ber and  will  appear  on  every  ingot  issued  to 
you.  In  addition,  the  Hamilton  Mint  Hallmark 
on  each  ingot  will  attest  to  the  integrity  of  the 
series  and  to  its  full  precious  metal  content. 


Deluxe  Option:  24  KT.  Gold  Layered 
On  .999  Fine  Silver 

At  your  option,  you  may  order  your  proof- 
quality  U.S.  Presidents'  Ingots  in  24  karat 
gold  layered  over  pure  silver.  The  10,000 
sets  thus  offered  will  be  quite  rare,  extrav- 
agantly beautiful,  and  avidly  coveted.. This 
collection  is  the  last  word  in  elegance,  and 
each  ingot  in  collection  will  also  be  indi- 
vidually serially  numbered  and  hallmarked. 
Each  will  cost  only  $16.75. 


SIGNIFICANT  INVESTMENT  POTENTIAL 

This  important  opportunity  to  acquire  ingots 
of  artistic  and  historical  significance  in  gold 
and  silver  comes  at  a  time  when  economists 
and  investment  advisors  are  predicting  gold 
and  silver  will  become  even  more  valuable  in 
the  years  ahead.  Collectors  have  already  re- 
alized bonanzas.  A  1970  Christmas  Ingot,  for 
example,  was  issued  for  $12.00  and  is  now 
being  re-sold  for  $185.  A  1972  Thanksgiving 
Ingot  containing  1  oz.  of  silver  originally  sold 
for  $4.50  and  is  now  trading  at  about  $22. 
GUARANTEED  PRICE  PROTECTION 

Under  the  terms  of  this  offer,  The  Hamilton 
Mint  is  officially  committed  to  deliver  to  you 
the  complete  set  of  37  ingots  over  the  next  19 
months,  regardless  of  how  high  the  price  of 
silver  and  gold  climbs.  The  Hamilton  Mint 
does  reserve  the  right  to  limit  the  edition  be- 
low the  published  maximum  limits,  but  once 
your  application  is  accepted,  your  subscrip- 
tion is  guaranteed. 

Special  Collector's 
Presentation  Case  In- 
cluded with  subscription 

A  handcrafted  wal- 
nut chest,  luxurious- 
ly lined  and  fitted 
for  your  ingots,  will 
be  included  to  display  and 
protect  your  entire  collection 


COLLECTOR'S  APPLICATION 

The  Washington,  D.C.  Bicentennial  Commission's 
UNITED  STATES  PRESIDENTS  INGOTS 

Mail  to:  The  Hamilton  Mint,  40  E.  University  Drive,  Arlington  Heights,  IU.  60004 

Please  accept  my  application  for  a  complete 
Limited  First  Edition  Proof  Set  of  The  Hamil- 
ton Mint  Presidents  Ingot  Series.  I  understand 
I  will  receive  my  first  two  ingots  soon  after  my 
order  is  accepted.  Thereafter,  I  will  receive  an 
invoice  once  a  month  for  the  prepayment  of  the 
next  two  ingots.  Enclosed  is  check  or  m.o.  for 
$ or  charge  my  order  as  indicated  below. 


F  12-1 


Name. 


Address. 
City 


PRESIDENTIAL  REFERENCE 
VOLUME  INCLUDED  FREE 

A  beautiful  full-color,  richly  illustrated  and 
carefully  researched  reference  book  contain- 
ing personal  background  and  achievements  of 
the  Presidents  compliments  this  collection. 
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AN  OPPORTUNITY  TO  BUY  THIS 
SILVER  SERIES  &  SAVE 

□  Send  me  first  two  ingots  in  .999  Fine  Silver 
(a  full  960  grains)  for  only  $27.50  (plus  15* 
for  postage  and  insurance). 

□  Send  me  first  two  ingots  with  Gold  layered 
on  960  grains  of  Pure  Silver  Ingots  for  only 
$33.50  (plus  75c  post,  and  insur.) 

Please  charge  my  order  to: 

□  Master  Charge*        □  BankAmericard 
Account* Exp.  Date 


State 
Signature . 


.  Zip. 


*lf  using  Master   Charge,    also    indicate   four 
numbers  appearing  above  your  name 


(Must  be  signed  to  be  valid) 
I  WANT  JUST  SINGLE  INGOT  CHECKED: 

I  understand  I  can  order  just  one  ingot  in  the 
series  (Gerald  Ford)  but  then  I  do  not  get  the 
savings  and  ingot  will  not  be  serially  numbered. 

□  Single  ingot  @  $14.95  in  .999  Fine  Silver. 

□  Single  ingot  @  $18.00  in  24  KT.  Gold  on  Silver. 

LIMIT:  ONE  PROOF  SET  PER  SUBSCRIBER 
Application  subject  to  acceptance  by  The  Hamilton  Mint. 

(Illinois  residents  please  add  5%  sales  tax) 


Mcc 
Houston  Natur 


A  lot  of  people  think  of  us  asjust  another  local 
gas  utility,  even  though  we  have  companies 
operating  all  over  the  world.  We'd  like  you  to 
know  the  real  us  and  some  of  the  things  we  do. 


Liquid  Carbonic  produces 
hundreds  of  different  gases. 

This  wholly  owned  HNG  subsidiary  is  one 
of  the  world's  largest  suppliers  of  carbon 
dioxide  to  the  beverage  industry  and  to 
other  less  traditional  markets  like  food  pro- 
cessing, chemical  manufacturing,  welding 
and  missile  component  testing.  Liquid  also 
produces  and  markets  standard  industrial 
gases  and  specialty  gas  formulations  used 
in  highly  sophisticated  applications  in 
medicine,  research  and  industry.  There 
are  Liquid  Carbonic  operations  in  the  U.S., 
Canada  and  2 1  other  nations. 


This  was  the  year  for  drilling  expansion. 

HNG  Oil  Company,  our  wholly  owned  exploration 

drilling  subsidiary,  has  been  busy  lately.  I  'he  markel 
and  gas  has  never  been  better  and  our  su<  ( ess  at  disci 
new  reserves  to  supply  these  ready  markets  has  been 
pressive.  HNG  Oil  has  become  a  substantial  con tribuj 
to  earnings,  and  there  is  more  growth  ahead, 
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Natural  gas  is  still 
big  business  with  us. 

The  secret  to  success 
in  the  natural  gas 
business  today  is 
an  adequate  supply 
with  the  ability  to 
deliver  it.  And  that's 
where  we  are.  Five 
affiliated  or  wholly 
owned  pipeline 
companies  trans- 
port gas  directly 
to  our  heavy 
industrial  cus- 
tomers and  to 
our  Distribution 
Division.  The 
really  important 
thing,  however,  is 
that  during  the  past 
fiscal  year  we  improved 
our  margins,  met  all  delivery  obligations, 
and  actually  had  more  reserves  under 
contract  at  the  end  of  the  year  than 
at  the  beginning. 


We've  been  charting  our  course  to  success. 

We've  enjoyed  a  steady  growth  for  nearly  fifty  years,  but  in  the  last 
ten  our  diversification  and  expansion  moves  have  produced 
new  revenues  that  have  sustained  an  outstanding  record.  Fiscal 
1 974  was  a  record-setter,  with  earnings  per  share  up  5 1.8%  over 
1973.  Part  of  the  reason  for  this  dynamic  growth  is  the  fact  that 
we've  known  exactly  where  we  were  going  and  why.  And  we're  not 
nearly  finished  yet. 

Write  our  Chairman,  Robert  R.  Herring,  for  a  copy  of  our  an- 
nual report  and  introduce  yourself  to  the  real  Houston  Natural  Gas. 

Houston  Natural  Gas  Corporation 


1974      P.  O.  Box  1 188,  Houston,  Texas  77001 


Or  is  it  34  seasons?  Or  even  50? 

Mixed  in  with  the  regular  four 
seasons,  The  Third  Newsweekly  has 
the  lacrosse  season,  the  baseball  season, 
the  basketball,  mountain-climbing, 
hockey,  track  and  field,  fishing,  golf, 
tennis,  sailing,  skiing,  football,  soccer 
and  car-racing  seasons. 

Just  name  a  sport  and  there's  a 
season  for  it. 


What  other  newsweekly 
has  23  seasons? 

If  you're  a  Sports  Illustrated  ad- 
vertiser, these  seasons  of  sport  can  work 
to  your  advantage. 

You  can  tie  your  advertising  in 
with  sports  seasons . . .  build  merchan- 
dising around  them . . .  make  promo- 
tional themes  out  of  them. 

Especially  since  the  seasons  of 
sports  are  so  predictable.  You  know 
exactiy  when  baseball's  coming,  or  pro 


football,  or  the  Derby,  or  the  Masters., 
or  the  Indy  500.  So  ifs  easy  to  plan 
ahead  and  match  a  sports  season  to  yo< 
selling  needs. 

You  could  call  us  the  magazine  fc 
all  seasons.  And  that  includes  your 
selling  season. 

Sports  Illustrated! 

The  Third  Newsweekly. 


Over  400  U.S.  companies  now  offer  their  stockholders 
dividend-reinvestment  programs.  For  stockholders,  the  pro- 
grams offer  a  chance  to  reinvest  dividends  at  low  commis- 
sion rates— which  usually  can  also  be  applied  to  additional 
stock  purchases  for  cash.  They  are  also  a  useful  form  of 
dollar-cost-averaging  at  a  time  when  dividends  have  been 
rising  and  stock  prices  falling.  For  corporations,  the  plans 
offer  a  way  to  recapture  part  of  the  money  paid  to  stock- 
holders as  dividends. 

How  successful  have  the  programs  been?  The  number 
of  companies  offering  them  has  nearly  doubled  since 
Forbes  last  reported  on  dividend  reinvesting  a  little  over 
a  year  ago.  Walt  Disney,  for  example,  reports  that  21%  of 
its  stockholders  have  signed  up  for  the  plan,  and  General 
Motors  reports  that  between  5%  and  1085  of  its  stock- 


holders participate.  The  amounts  of  fresh  capital  that  the 
companies  got  out  of  the  plan  do  not  come  anywhere 
near  what  these  percentages  might  imply,  since  the  great 
bulk  of  such  reinvestment  is  done  by  small  shareholders 
who  own  100  to  300  shares.  But  at  a  time  when  capital 
is  at  a  premium,  every  drop  counts. 

Below,  Forbes  lists  147  companies  offering  dividend- 
reinvestment  programs.  All  the  companies  are  listed  on 
the  New  York  Stock  Exchange;  all  appeared  in  the 
Forbes  Annual  Directory  Issue  listing  of  the  500  most 
profitable  U.S.  companies  (May  15)  and  all  show  a  cur- 
rent dividend  yield  of  at  least  5%.  As  a  measure  of  how 
fast  that  yield  has  risen,  almost  half  of  the  companies 
listed  show  a  yield  at  least  half  again  as  high  as  that 
reported  some  15  months  ago.  ■ 


Indicated  Yield 

Indicated  Yield 

Indicated  Yield 

Company 

Current  Aug.  73 

Company 

Current 

Aug.  73 

Company 

Current 

Aug.  73 

Allegheny  Ludlum 

6.8% 

5.1% 

Duke  Power 

11.5% 

7.3% 

Northern  Illinois  Gas 

9.9% 

8.0% 

Allegheny  Power 

9.8 

7.9 

E 1  du  Pont 

5.5 

3.4 

Northern  Natural  Gas 

6.2 

7.4 

Allied  Chemical 

5.3 

3.8 

Duquesne  Light 

12.4 

8.0 

Northern  States  Power 

9.8 

7.3 

AMAX 

5.1 

4.2 

Eaton 

7.5 

5.5 

Ogden 

5.3 

4.5 

American  Brands 

8.0 

6.6 

ELTRA 

7.1 

5.2 

Ohio  Edison 

11.2 

8.0 

American  Can 

8.5 

7.7 

Exxon 

7.3 

4.9 

Oklahoma  G&E 

7.2 

5.6 

Amer  Elec  Power 

12.4 

7.6 

Firestone 

7.3 

4.8 

Outboard  Marine 

8.8 

3.5 

Amer  Gen'l  Ins 

6.2 

4.1 

First  Nafl  Boston 

6.3 

4.0 

Pacific  G&E 

9.1 

6.9 

Amer  Natural  Gas 

7.5 

7.7 

Florida  P&L 

7.4 

3.5 

Pacific  Lighting 

11.5 

8.0 

Amer  Smelting  &  Rfg 

8.6 

6.1 

FMC 

6.6 

5.0 

Pacific  P&L 

9.2 

7.0 

American  Standard 

8.6 

3.5 

Ford  Motor 

9.3 

6.2 

Panhandle  Eastern 

7.5 

6.5 

AT&T 

7.2 

5.9 

Foremost-McKesson 

7.5 

6.8 

Pa  Power  &  Light 

10.5 

8.3 

AMF 

10.4 

4.2 

GAF 

6.4 

3.9 

Pennzoil 

5.4 

4.0 

Anaconda 

6.8 

2.2 

Gamble-Skogmo 

6.5 

4.7 

Peoples  Gas 

8.7 

7.6 

Ashland  Oil 

7.6 

5.0 

Gen'l  Amer  Transports 

6.2 

3.8 

Phelps  Dodge 

7.0 

4.7 

Baltimore  G&E 

12.3 

7.3 

General  Motors 

9.9 

7.3 

Portland  Gen'l  Elec 

10.2 

7.9 

Bankers  Trust  NY 

8.3 

5.4 

General  Tel  &  Elec 

9.2 

6.0 

Potomac  Elec  Power 

10.3 

7.8 

Bendix 

8.2 

4.7 

B  F  Goodrich 

5.9 

4.6 

PPG  Industries 

7.7 

5.5 

Borden 

6.6 

5.6 

Goodyear 

7.7 

4.5 

Public  Service  Colo 

9.7 

7.0 

Borg-Warner 

8.8 

5.5 

Gould 

5.9 

4.4 

Public  Service  Ind 

7.8 

6.9 

Brown  Group 

9.3 

6.7 

WJt  Grace 

6.3 

7.0 

Public  Service  E&G 

12.6 

8.2 

Burlington  Inds 

9.4 

5.0 

Gulf  Life  Holding 

6.9 

2.7 

Quaker  Oats 

5.2 

2.1 

Carolina  P&L 

11.4 

6.9 

Gulf  Oil 

8.8 

6.7 

RCA 

8.5 

4.2 

Carrier 

7.8 

2.4 

Gulf  State  Utils 

9.3 

6.3 

R  J  Reynolds 

5.6 

5.8 

Celanese 

9.7 

6.5 

Idaho  Power 

7.8 

6.7 

Richmond  Corp 

6.8 

3.3 

Central  &  South  West 

7.1 

5.5 

International  Paper 

5.5 

3.8 

Rochester  G&E 

10.9 

5.9 

Central  Td  &  Utils 

6.0 

4.2 

Infl  Td  &  Tel 

9.1 

4.6 

Rockwell  Infl 

11.0 

6.5 

Champion  Infl 

7.6 

5.6 

IU  International 

8.5 

3.1 

St  Joe  Minerals 

5.2 

5.5 

Champion  Spark  Plug 

6.5 

3.0 

Jewel  Cos 

5.4 

4.7 

Santa  Fe  Inds 

6.2 

6.9 

Chase  Manhattan 

7.4 

4.1 

Kimberly-Clark 

5.4 

3.0 

Sherwin-Williams 

7.0 

6.0 

Chemical  New  York 

8.2 

7.0 

Kraftco 

5.5 

4.1 

So  Carolina  E&G 

12.1 

7.5 

Chromalloy  American 

7.8 

5.8 

Libbey-Owens-Ford 

12.4 

6.8 

Southern  Company 

13.0 

8.2 

Chrysler 

13.8 

5.9 

Liggett  &  Myers 

8.9 

7:5 

J  P  Stevens 

9.8 

5.2 

City  Investing  ; 

11.2 

4.9 

Lincoln  Nafl  Corp 

6.4 

3.2 

Tenneco 

7.2 

6.6 

Cleveland  Elec  Ilium 

9.8 

7.6 

Lone  Star  Gas 

6.3 

6.0 

Texas  Eastern  Trans 

5.7 

3.8 

Cluett,  Peabody 

12.1 

6.2 

Long  Island  Light 

12.3 

8.1 

Textron 

7.6 

4.6 

Columbia  Gas  System 

9.5 

7.3 

Lucky  Stores 

6.6 

5.0 

Toledo  Edison 

11.0 

7.5 

Columbus  &  So  Ohio 

13.3 

7.9 

Mfrs  Hanover  Corp 

6.0 

4.3 

Transway  Infl 

9.9 

7.9 

Combustion  Engineering 

6.1 

1.9 

Marathon  Oil 

5.0 

5.2 

Travelers 

5.5 

3.3 

Consolidated  Foods 

9.7 

4.2 

Marine  Midland  Banks 

10.4 

7.7 

TRW 

7.5 

4.4 

Consol  Natural  Gas 

9.6 

7.9 

Nabisco 

8.6 

5.9 

Union  Carbide 

5.0 

6.2 

Consumers  Power 

20.8 

7.9 

National  Detroit  Corp 

8.0 

5.3 

Union  Electric 

12.2 

8.1 

Continental  Can 

7.1 

6.5 

National  Distillers 

8.3 

6.7 

Uniroyal 

10.0 

6.2 

Continental  Tel 

8.8 

4.4 

National  Gypsum 

10.4 

8.0 

U.S.  Gypsum 

9.4 

7.9 

Crown  Zellerbach 

6.7 

4.0 

National  Steel 

8.8 

7.1 

United  Telecom 

7.9 

5.8 

Dana 

7.4 

4.9 

New  England  Electric 

11.6 

7.7 

Va  Elec  &  Pwr 

13.1 

6.6 

Delmarva  P&L 

12.6 

7.1 

Newmont  Mining 

7.6 

3.6 

Westvaco 

6.0 

3.4 

Del  Monte 

6.1 

6.4 

Niagara  Mohawk  Power 

12.8 

8.1 

Wisconsin  Elec  Pwr 

8.4 

7.7 

Detroit  Edison 

15.1 

7.8 

NL  Industries 

7.1 

7.3 

F  W  Woolworth 

11.0 

5.9 
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Asia 

Pacific 

1964. 


It  would  have  happened  withe! 


To  many,  it's  known  as  the  Pacific  basin.  A  region 
that  takes  in  a  third  of  the  earth's  surface.  Half  the  world's 
population.  And  a  diversity  of  nations  and  cultures. 

In  the  last  ten  years,  it's  done  what  much  of  the  world 
took  a  hundred  years  to  do. 

The  already  industrialized  nations  of  the  region,  such 
as  Australia  and  Japan,  experienced  an  incredible  growth 
rate  during  this  period. 

And  the  ones  who  weren't  as  industrialized  progressed 
all  the  way  from  agriculture,  trading  and  small-scale 
mining  to  high  technology  industry.  Processing.  Light 
and  heavy  manufacturing.  Expanded  utilities.  Modern 
mass  transportation.  Public  housing.  Mass  communi- 
cations. And  international  banking. 


That's  where  we  came  in. 

Obviously,  some  banks  were  more  invoked  ; 
development  than  others.  For  example,  there 
those  who  were  only  lending  to  governments  \\\ 
were  lending  to  private  business  as  well. 

Our  activities  have  ranged  from  syndicating  A 
lar  loans  in  Singapore  to  financing  the  expansl 
small  tin  mine  in  Thailand.  From  aiding  in  the  d 
ment  of  a  treasury  bill  market  in  the  Philippi 
helping  an  American  company  buy  a  winery  i 
tralia.  So  it's  a  region  that  knows  us  as  well  ;is  w< 
the  region. 

If  you're  interested  in  finding  out  more  a  bo 
Pacific  basin,  find  out  more  abour  Bankers 


nkers  Trust.  But  maybe  not  so  fast. 


ific  network  of  branches  and  affiliates. 

re's  an  informative  brochure  that  describes  the 

ways  in  which  we  can  serve  you.  And  it's  a  good 

o  begin  if  you  plan  to  do  business  in  this  part  of 

rid. 

your  personal  copy,  simply  contact  our  Public 


Relations  Department  at  280  Park  Avenue,  New  York, 
New  York  100 17. 

Naturally,  we  want  you  to  contact  us  if  you've  got  a 
particular  immediate  problem.  A  business  venture  in 
Tokyo,  for  instance,  may  be  an  international  matter  to 
you.  To  us  it's  local. 


New  York,  London,  Milan,  Paris,  Tokyo,  Singapore,  Nassau. 
International  Banking  Subsidiaries  in  Chicago,  Houston,  Los  Angeles  and  Miami, 
filiated  Institutions  in  Toronto,  Brussels,  London,  Frankfurt,  Rome,  Zurich,  Buenos  Aires,  Sydney,  Hong  Kong  and  Bangkok. 
Representative  Offices  in  Toronto,  Birmingham,  Manchester,  Brussels,  Copenhagen,  Madrid,  Rome,  Mexico  City,  Bogota, 
Buenos  Aires,  Caracas,  Rio  de  Janeiro,  Sao  Paulo,  Beirut,  Hong  Kong,  Jakarta,  Manila,  Sydney  and  Taipei. 

Welcome  to  the  Wide  World  of  Bankers  Trust. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


Faces  Behind  the  Figures 


Wow!  Grunt! 
Jingle,  Jingle! 

A  note  of  scorn  in  his  voice,  Pierre 
Peladeau  says:  "Don't  talk  to  me 
about  U.S.  publishers."  Quite  clearly, 
Peladeau,  a  French  Canadian  press 
magnate,  is  not  overly  impressed  with 
his  U.S.  counterparts.  In  fact,  Pela- 
deau has  invaded  their  turf  by  ac- 
quiring 25  obscure  sports  and  detec- 
tive magazines.  He  is  currently  nego- 
tiating for  ten  more  of  the  same  ilk. 

Seated  behind  his  semicircular  desk 
in  the  low-rent  French-Canadian  sec- 
tion of  Montreal,  the  49-year-old 
founder  of  Quebecor  Inc.  rattles  on 
about  what  he  regards  as  his  ripe- 
for-the-plucking  American  competi- 
tors: Time  Inc.  is  selling  People  far 
too  cheaply  at  40  cents.  Playboy  is 
headed  downhill.  General-interest 
magazines  are  doomed.  So  are  eve- 
ning newspapers. 

"What  most  publishers  don't  real- 
ize," says  Peladeau,  "is  you  must  go 
with  television,  not  against  it.  Tele- 
vision is  entertainment,  sports  and  a 
little  news.  It's  the  main  course.  We 
are  the  dessert." 

And  what's  better  for  dessert  than 
cheesecake?  Peladeau  publishes  sev- 
en weekly  tabloids  devoted  to  gossip- 
ing about  French-Canadian  TV  stars; 
four  dailies  with  lots  of  sugar  and 
spice  (including  Quebec's  largest 
French  morning  paper,  he  Journal  de 
Montreal,  which  he  founded  only  ten 


years  ago);  seven  regional  Canadian 
weeklies  and  a  slew  of  newly  ac- 
quired U.S.  magazines,  such  as  Wres- 
tling Monthly,  Boxing  Illustrated  and 
Pioneer  West. 

By  charging  75  cents  per  issue  for 
his  sheets  and  by  concentrating*  on 
high-profit  newsstand  sales,  Peladeau 
has  made  himself  a  multimillionaire 
(on  paper)  and  made  his  American 
Stock  Exchange-listed  Quebecor  one  of 
the  fastest-growing  publishers  in 
North  America.  Profits  are  up  forty- 
fold  in  seven  years.  In  the  latest  fiscal 
year,  ended  Sept.  30,  Quebecor  net- 
ted a  very  nice  $3.2  million  on  sales 
of  $55  million. 

Peladeau  entered  the  U.S.  by  de- 
fault—literally. An  American  publish- 
er using  one  of  Peladeau's  nine  print- 
ing plants  defaulted  in  early  1973. 
Peladeau  waived  the  $135,000  debt 
and  got  the  titles  of  three  sports 
magazines.  He  soon  turned  a  profit, 
partly  by  producing  special  issues 
similar  to  his  latest  on  the  Ali-Fore- 
man  fight,  which  sold  75,000  copies 
at  $1.50  each.  Now  Peladeau  reck- 
ons that  his  limited-audience  sports 
magazines,  like  Wrestling  Revue,  will 
be  his  most  profitable.  "We  plan  to 
acquire  more  in  the  U.S.,"  he  says. 

The  shaggy  Peladeau  is  a  longhair 
in  more  ways  than  one.  He  holds 
masters  degrees  in  law  and  philoso- 
phy and  never  reads  his  own  maga- 
zines: "I'm  rereading  Voltaire.  The 
classics— Dickens,  Dostoevski— they  are 
the  inspiration  in  my  work."  ■ 


Peladeau  of  Quebecor 


Block  That  Decibel! 

Businessmen  have  been  complain- 
ing loud  and  long  about  a  former 
union  boilermaker  named  John  Sten- 
der,  58,  who,  as  head  of  the  Occu- 
pational Safety  &  Health  Administra- 
tion, can  nearly  dictate  federal  safe- 
ty standards  that  employers  must 
meet  whatever  the  cost.  For  exam- 
ple, B.F.  Goodrich  says  it  will  spend 
$42  million  to  meet  standards  in  its 
vinyl  chloride  plants. 

More  recently,  Stender's  OSHA  an- 
nounced that  it  was  studying  factory 
noise  levels,  and  businessmen  shud- 
dered. It's  common  knowledge  that 
Stender  went  partially  deaf  working 
at  the  Washington  State  shipyards 
during  the  Depression  before  becom- 
ing a  union  official  and  then  enter- 
ing politics. 

The  businessmen's  worst  fears 
seemed  confirmed  when  the  Environ- 
mental   Protection    Agency    and    the 


AFL-CIO,  Stender's  old  union,  both 
urged  the  equivalent  of  a  75%  reduc- 
tion in  permissible  factory  noise  levels, 
from  today's  90  decibels  to  85.  That 
change  would  cost  business  perhaps 
another  $18  billion. 

But  surprise!  Stender  has  come  out 
against  the  crackdown,  at  least  for 
the  time  being.  Says  Stender:  "We 
have  not  yet  seen  any  data  clearly 
dictating  the  necessity  of  the  reduc- 
tion." And  he's  holding  firm  despite 
threatened  challenges  from  both  the 
EPA  and  the  AFL-CIO. 

Why  the  apparent  turnabout?  No 
one  is  able  to  explain  it.  But  a  few 
suspicious  businessmen  are  guessing 
that  he's  making  a  short-term  gambit 
to  get  business  off  his  back  and  will 
reverse  himself  later  on. 

Has  Stender  softened?  He  ducks 
the  question  with  this  generalization: 
"When  we  go  to  war,  we  can  expect 
losses  and  injuries.  We  shouldn't  feel 
that  way  when  we  go  to  work."  ■ 


Stender  of  OSHA 
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Unabashed 
Capitalism! 


That's  how  you  tell  a  Forbes  story  when  you  see  one. 


,'ompare  Forbes  with  Fortune  and  Business  Week.  You 
an  spot  a  Forbes  story  immediately.  In  brisk,  lively 
eviews  of  corporate  management  proficiency,  Forbes 
ffers  judgments  on  how  well  companies  are  performing 
ased  on  that  hard-nosed  yardstick  of  profit  and  loss. 

'ublic  corporations  are  supposed  to  make  money 
or  their  owners — the  investors.  That's  what  Wall 
itreet  is  all  about. 

brbes  lets  readers  know  how  well  managements  are 


minding  their  stores.  In  over  200  company  stories 
each  year. . .  far  more  than  you'll  find  in  either 
Fortune  or  Business  Week . . .  Forbes  offers  probing 
analyses  of  top  management. 

But  as  the  drama  critic  of  business,  Forbes  is  just 
as  quick  to  praise  as  to  condemn.  So  if  Forbes 
didn't  exist,  someone  would  have  to  invent  it. 
Because  what  we  do  is  important  to  the  health  of 
American  business. 


How  to  tell  a  Forbes  reader  when  you  buy  one. 


^hey're  the  people  Forbes  writes  about,  of  course.  Top 
nanagement  in  major  corporations.  How  can  top 
xecutives  resist  reading  their  own  reviews?  Or  reviews 
bout  their  peers? 

Vo  prove  it,  we  asked  the  foremost  independent 
esearchers  in  mail  surveys,  Erdos  and  Morgan,  Inc.  to 
tudy  the  reading  habits  of  corporate  officers  in  1,300 
op  corporations.  When  asked  which  of  the  big  six 
nagazines  in  corporate  image  advertising  they  read 
egularly,  this  is  what  they  learned: 

J.  Magazines  read  regularly  (3  out  of  4  issues). 

FORBES^  79% 

Business  Week  61% 

Fortune  50% 

Time  49% 

Newsweek  30% 

U.S.  News  28% 
SJet  sample — 4,919    Responses  3,734  or  76% 


And  in  addition  to  its  management  story,  as  prophets  of 
profit,  Forbes  has  few  peers  in  attracting  the  most  active 
investors  in  business: 


Forbes        Fortune 


Own 

Corporate  Stocks    593,750 

Median  value 
of  stock  owned 


458,200 


Business 
Week 


551,000 
$11,000 


$39,118       $30,000 

Source:  Latest  subscriber  studies. 

Want  to  tell  the  people  with  most  of  the  power  and 
influence  in  American  business  about  your  company  or 
clients?  Then  tell  your  story  in 


Forbes 

capitalist  tool 


Faces  Behind  the  Figures 


Don't  Count 
On  The  Arabs 

As  far  as  the  international  economic 
mess  is  concerned,  things  may  have 
to  get  worse  before  they  get  better. 
That's  the  chilling  word  from  a  man 
very  much  in  the  swim  of  things,  the 
rarely  interviewed  Swedish  banker 
Marcus  Wallenberg,  whose  family  con- 
trols wealth  estimated  in  the  billions. 
•  Don't  count  on  the  Arabs,  he 
warns,  to  take  the  initiative  in  get- 
ting those  petrodollars  back  into  cir- 
culation. "The  Western  countries  have 
taken  for  granted  that  the  Arabs  un- 
derstand it  is  in  their  own  interests 
to  recycle  the  dollars.  I'm  very  skep- 
tical that  you  will  find  the  neces- 
sary understanding  or  sympathy 
among  the  Arabs,  or  that  they  will 
see  they  should  play  a  wider  role." 

At  75,  Wallenberg  speaks  with  in- 
timate knowledge  of  the  situation.  His 
giant  bank,  Skandinaviska  Enskilda, 
has  dealt  with  the  Arabs  on  a  high 
level.  He  is  deeply  involved  in  inter- 
national trade;  his  100-year-old  fam- 
ily empire  controls  a  good  chunk  of 
the  Swedish  international  trading 
economy:  SKF;  Saab;  L.M.  Ericsson; 
Electrolux.  He  still  keeps  an  eye  on 
the  airline  he  helped  found,  SAS. 


The  problem,  as  Wallenberg  sees 
it,  is  that  the  Arabs  don't  see  many 
attractive  investments  in  the  West. 
"I'm  told  they  aren't  particularly  in- 
terested in  real  estate  or  in  equities 
or  in  helping  underdeveloped  or  weak 
nations.  They're  only  interested  in  first 
class  banks  and  short-term  .money." 
But  Western  banks  are  already  chok- 
ing on  petrodollars. 

"The  West,"  he  says,  "has  very  lit- 
tle leverage  to  negotiate  with  the 
Arabs.  You  have  no  immediate  al- 
ternate energy  sources.  Lowering  con- 
sumption is  not  very  popular. 

"You  have  such  weak  backing  for 
the  government  in  most  of  the  lead- 
ing nations.  England  has  a  majority 
of  three,  France  governs  with  50.7%. 
Italy  we  don't  need  to  talk  about 
because  that's  chaos.  This  lack  of  po- 
litical decision  power  is  serious  be- 
cause maybe  it  means  things  have  to 
get  worse  before  they  can  move. 

"What  do  they  do?  They  borrow. 
But  how  long?  Italy  has  already  bor- 
rowed enough;  England  has  perhaps 
one  or  two  more  years.  Only  the  Ger- 
mans are  in  good  shape. 

"If  the  situation  drags  out  too  long, 
you're  getting  closer  to  the  risk  of 
things  getting  out  of  hand. 

"I  don't  expect  a  depression,"  he 
concludes,  "but  I  don't  rule  it  out."  ■ 


Banker  Wallenberg 


Howe  of  Betton,  Dickinson 


Back  In  Stride 

For  the  first  time  in  77  years, 
Rutherford,  N.J.'s  Becton,  Dickinson 
and  Co.  does  not  have  a  member  of 
the  founding  Dickinson  family  at  the 
helm.  Several  weeks  ago  Chairman 
Fairleigh  S.  Dickinson  Jr.,  55,  passed 
the  chief  executive's  title  on  to  Presi- 
dent Wesley  J.  Howe,  53. 

Howe  has  been  waiting  for  this  mo- 
ment for  25  years;  he  first  joined  the 
hospital  supply  manufacturer  as  an 
engineer  in  1949. 

Back  in  the  late  Sixties,  it  seemed 
likely  that  former  BD  Chief  Operat- 
ing Officer  John  Simmons  would  get  the 
baton,  rather  than  Howe.  But  then 
Simmons  stubbed  his  toe  by  acquiring 
Sportade,  a  Gatorade-like  soft  drink 
that  fizzled  in  your  glass  and  on  su- 
permarket shelves.  He  also  purchased 
computer  subassemblies  for  hospital 
systems  just  before  tight  money  forced 
distributors  to  put  a  lid  on  their  hos- 
pital supply  inventories.  Becton,  Dick- 
inson's highly  vaunted  earnings 
growth  ground  to  a  halt  in  1971.  The 
next  year  Simmons  left  for  the  top  slot 
at     Morton-Norwich,     a     $484-million 


I 


Chicago-based    food    and    chemicals 
company. 

Since  then,  Wesley  Howe  has  been 
busy  at  the  job  of  divesting  hasty 
acquisitions  and  tightening  up  con- 
trols. In  addition,  he  has  had  to 
iron  out  production  problems  in  two 
of  Becton,  Dickinson's  best  growth 
areas,  laboratory  culture  dishes  and 
electronic  calculator  keyboards. 

Such  problems  are  now  under  con- 
trol, says  Howe,  and  raw  material 
prices  for  cotton  and  plasties  have 
come  back  down— very  cooperatively, 
The  chain  of  earnings  gains,  broken 
in  1971,  has  been  mended.  Becton, 
Dickinson  was  able  to  report  a  17% 
gain  in  earnings  on  a  20%  gain  in  sales 
for  fiscal  1974,  which  compares  fa 
vorably  with  the  rest  of  the  hospital 
supply  industry. 

"I  think  our  margins  are  in  the 
process  of  coining  back  to  where 
they've  traditionally  been  considered 
to  be,"  says  Howe.  In  stepping  down. 
Chairman  Dickinson,  who  has  been 
running  the  coinp;m\  lor  almost  30 
years,  has  shown  that  he  agrees.  And 
that  is  a  red  \ote  oi  confidence  in 
Weslex  Howe.    ■ 
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Why  Diners  Club  wants  to 

pay  $5  towards  the  cost  of 

your  American  Express  card. 


yen  though  Diners  Club  costs  $  1 5  a  year  while 
merican  Express  now  costs  $20,  we  think  you  will  find 
iners  more  useful. 

Because,  around  the  world,  Diners  Club  is  honored 
75,000*  more  places  than  American  Express. 

Indeed,  we  don't  think  any  card  should  cost  more 
an  a  Diners  card.  And  so,  if  you  already  have  American 
xpress,  we'd  like  to  pay  you  the  difference  just  for 

ingo  r  .  You  get  a  check  for  $5 

when  you  qualify  for  Diners  Club. 

,rankly,  Diners  Club  membership  requirements  are 
lite  strict.  With  75,000  more  places,  we  do  have 
h  be  very  selective. 

If  your  application  is  approved,  we'll  send  you 
pur  Diners  Club  card  at  our  usual  charge  ($  1 5)— and 
fe'll  also  send  you  a  check  for  $5. 

Then  you'll  have  both  cards  to  use  and  compare. 

See  for  yourself  what  Diners 
75,000  more  places  will  mean. 

\\  all  of  Europe,  Diners  gives  you  credit  at  30%  more 
laces  than  American  Express.  Important  places,  too. 


For  example,  Guide  Michelin,  the  world's  most 
renowned  restaurant  guide,  bestows  its  highest  rating- 
three  stars- on  just  16  restaurants  in  all  of  France. 
Of  these,  1 1  honor  Diners  Club  (7  exclusively),  while 
only  4  honor  American  Express  (none  exclusively). 

In  all  of  Asia,  Africa  and  Latin  America,  you'll  find 
Diners  Club  at  three  times  as  many  places. 

And,  needless  to  say,  Diners  Club  is  honored 
throughout  the  U.S.— where  we  originated  the  executive 
credit  card. 

Of  course,  you  can  make  do  with  your  American 
Express  card  alone.  But  not  having  Diners  means  having 
no  credit  at  all  in  75,000  places.  It  could  mean  passing 
up  some  very  nice  restaurants,  shops  and  places  to 
stay— unless  you're  prepared  to  pay  cash. 

Why  not  mail  the  application  now— and  see  for 
yourself  while  we  pay  you  $5  towards  the  cost  of  your 
American  Express  card? 

"Figures  based  on  direct  comparison  of  latest  published 
Diners  Club  and  American  Express  Directories. 
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DINERS  CLUB 

Executive  service  is  our  business 


To  qualify  for  this  offer,  application  must  be  received  on  this  form  by  February  1,  1975. 
American  Express  cardholders  may  apply  whether  they  paid  $15  or  the  new  $20  rate. 


My  American  Express  Card  no.  is 


It  expires  | month 


YEAR 


DINERS  CLUB 

10  Columbus  Circle,  New  York,  N.Y.  10019 
[PLEASE  PRINT  ANSWERS  TO  ALL  QUESTIONS! 

I.  [J     Personal  Account-mail  bill  to  residence 


□ 


20-13-994 

$5 

Personal  Account-mail  bill  to  office 


FOR  OFFICE  USE  ONLY 

O     Company  Account-mail  bill  to  office 


2. 


QMr.     rjM'SS 
□  Mrs.   DMs. 


First  Name 


Middle 


Last 


Date  of  Birth 
Month         Day 


Year 


Spouse's  Name 


Home 
Address 


Street 


City 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home 
Rent 


a 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security 
Number 


Previous 
Home  Address 


Street 


City 


State 


ZIP  Code 


Years 
there 


3. 


Firm  Name  or  Employer 

Nature  of  Business 

Position 

Address               Street 

City                           State                           ZIP  Code 

Telephone 
(Include  Area  Cqfle) 

Years 

with 
firm 

Annual  Earnings        NOTE:  If  less  than  $10,000.  indicate  am't  and 
source  o   other  income,  and  name  and  address 
$                                  of  banker  broker  or  att'y  who  can  confirm  this. 

Amount  and  Source               > 
of  other  income 

Banker.  Broker           Firm 
or  Att'y 

Address                         City                     State         ZIP  Code 

Previous  Employer  (if  employed  by  , 
or  College,  University  if  Recent  Gra 

ibove  less  than  3  years) 
luate 

Yrs   with  firm  or 
yr.  graduated 

Name  and  Address  of  P< 

irsonal  Refe 

rence  (i 

Ot  living  with  you) 

A     Name  of  Bank  Branch  Address  Acct.  Number 

Type  of  Account:  fj  Checking     -Q  Savings      □  Loan 
Name  of  Bank  Branch  Address  ,  -,ct.  Number 

Type  of  Account:  □  Checking       Q  Savings       □  Loan 


Department  Store  Accounts 


Oil  Company  Accounts 


Former  Diners  Club  member?    □  Yes    G  No 


Other  Credit  AcctS: 
n  American  Express 
□  Carte  Blanche 
Q  Bank  Americard 
D  Master  Charge 
Other: 


$17  FEE  covers  12  months'  membership  from  date  card  is  issued  at  $15 
plus  1  year's  subscription  to  Signature,  the  Diners  Club  Magazine,  at  $2. 
Subscription  optional.  Indicate  choice  below  Oo  NOT  enclose  check- 
we  will  bill  you  later. 

□  $17  Fee  (Includes  Signature  Magazine)  Z2  $15  Fee  (Membership  Only) 

Applicant  authorizes  exchange  of  credit  information,  the  issuance  of 
credit  cards  as  indicated  and  renewal  and  replacement  thereof.  Appli- 
cant agrees  that  each  cardholder  assumes  joint  and  several  responsi- 
bility for  all  charges  with  company  applicant,  if  Company  Account,  or 
with  primary  applicant  if  Personal  Account. 


Send  me  an  additional  Diners  Club  Card  at  $7.50  for  a  member  of  my   firm/family. 


First  Name        Middle        Last        Signature  of  Add-on  applicant    Relationship 


Please  send  me_ —forms  for  additional  cards  for  members  of  my  firm/family. 


m. 


m 


Signature  of  Company  Officer  for  Authorization  of  Company  Account 


Title 


Signature  of  Individual  Applicant  Date         A 

|  |MAVE  YOU  SICNEO  THIS  APPLICATION'!  I  ■■■■■■■■■■■■■■■  ^ 


Faces  Behind  the  Figures 


A  Silver  Lining? 

Don't  look  for  a  balanced  budget 
next  year,  says  Dr.  James  J.  O'Leary, 
U.S.  Trust  Co.'s  highly  respected 
economist.  As  the  current  recession 
deepens,  he  says,  so  will  the  federal 
deficit. 

Hold  on  to  your  hats:  The  normal- 
ly optimistic  O'Leary  forecasts  a  $25- 
billion  to  $30-billion  budget  deficit 
next  year,  2/2  times  this  year's. 

Why  so?  As  the  recession  gets 
worse,  as  unemployment  goes  to  8% 
and  as  business  profits  drop  by  20%, 
federal  tax  collections  will  decline. 
The  rising  deficit  in  turn  will  stim- 
ulate government  borrowing  and 
thus  tend  to  check  the  current  de- 
cline in  interest  rates.  It  won't,  how- 
ever, lead  to  a  money  crunch,  as 
1973's  big  deficit  did.  In  1973  gov- 
ernment borrowing  was  competing 
with  business  borrowing,  because  the 
economy   was   strong;    this   time   the 


economy  will  be  weak.  Long-term 
interest  rates,  meanwhile,  will  remain 
fairly  high  as  corporations  strive  to 
repair  their  diminished  liquidity. 

But  not  all  the  clouds  are  dark 
on  O'Leary 's  horizon.  The  very  weak- 
ness of  the  1975  economy  will  de- 
feat Public  Enemy  No.  One— double- 
digit  inflation.  He  believes  inflation 
will  slow  to  8.5%  by  mid-year  and  a 
respectable  7%  by  year's  end. 

And  1976?  Rubbing  his  crystal 
ball,  O'Leary  perceives  a  gradual 
upturn— emphasis  on  gradual.  He  says: 
"Unlike  others,  I  see  no  sharp  eco- 
nomic recovery  in  1976.  The  last  few 
recessions  hint  strongly  that  it's  get- 
ting increasingly  difficult  for  the  econ- 
omy to  shake  off  a  sizable  recession. 

"That  isn't  the  best  of  all  worlds 
for  a  fast  bull  market  in  stocks,"  says 
he,  but  reaching  for  a  silver  lining, 
quickly  adds,  "In  the  long  run,  the  de- 
cline in  inflation  should  provide  a  sol- 
id base  for  equity  markets."  ■ 


O'Leary  of  U.S.  Trust 


Watergate  East 

A  COUPLE  OF  YEARS  AGO  a  ,  FORBES 

reporter  visiting  Japan  found  himself 
hard  pressed  to  explain  to  puzzled 
Japanese  businessmen  why  the  U.S. 
was  in  an  uproar  over  President  Nix- 
on's Watergate  scandal.  That's  busi- 
ness as  usual  over  here,  the  Japa- 
nese said,  with  a  shrug. 

They  routinely  told  stories  about 
Diet  members  (Japan's  congressmen) 
selling  votes;  secret  corporate  con- 
tributions; and,  also,  how  new  Prime 
Minister  Kakuei  Tanaka  seemed  to 
be  using  his  political  power  to  acquire 
millions  in  stock  and  real  estate. 

Why  no  uproar  there?  A  major  dif- 
ference from  the  U.S.  is  the  deferen- 
tial Japanese  press;  it  avoids  scandal. 
Japan  would  lose  face. 

But  now  a  prestigious  Japanese 
magazine  of  the  arts  has  published  a 
61 -page  investigative  report  explain- 
ing how  Tanaka  has  become  one  of 
Japan's  richest  men  while  a  public 
servant  since  1947.  Japan's  mass-cir- 
culation newspapers  aren't  doing  any 
digging  of  their  own.  But  they  are 
reporting  the  national  reaction— 
which  is  unfavorable,  to  say  the 
least.  There's  a  good  chance  that  the 
unpopular  Premier,  who  is  also 
blamed  for  Japan's  25%  cost-of-living 
increase,  will  be  out  of  office  before 
the  first  of  the  year. 

Ordinary  Japanese,  seeing  the  sus- 
picions about  Tanaka  in  print  for  the 
first    time,    are    outraged.    They    are 


reading  that  the  56-year-old  politician 
owns  downtown  Tokyo  land  valued 
at  around  $8  million,  three  resort  vil- 
las worth  some  $2  million,  another 
parcel  that  could  be  worth  $70  mil- 
lion if  released  from  government  reg- 
ulation, six  chemical  and  transporta- 
tion companies  and  perhaps  a  host 
of  other  "ghost  companies." 

The  mastermind  behind  Tanaka's 
business  success  is  said  to  be  the 
shadowy  Kenji  Osano  (Forbes,  Aug. 
1,  1972),  a  multimillionaire  who  has 
bought  a  string  of  U.S.  hotels,  in- 
cluding Los  Angeles'  Sheraton  West 


from  International  Telephone  &  Tele- 
graph's Sheraton  subsidiary,  and  has 
also  bought  at  least  one  U.S.  bus 
company.  One  charge  is  that  Osano, 
whose  millions  helped  put  Tanaka  in- 
to office,  paid  a  vasdy  inflated  price 
for  one  of  the  Prime  Minister's  strug- 
gling lot-sales  companies  in  return 
for  help  in  buying  his  first  hotel  out- 
side Japan. 

Is  it  possible  that  post-Watergate 
morality,  like  Coca-Cola,  blue  jeans 
and  rock  and  roll,  will  influence  the 
rest  of  the  world  as  thoroughly  as  it 
has  the  U.S.?  ■ 


Prime  Minister  Tanaka 
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The    Village    Choir-Thomas    Webster,    R.    A.      (1800-1886 


from   the    Forbes  Magazine   Collection 


Sing  out  the  good  news 
of  a  Forbes  gift  subscription. 


You  can  give  someone  in  business  a  valu- 
able partner  in  the  year  ahead  by  sending 
Forbes. 

The  executives  in  management  and  finance 
who  talk  to  Forbes  can't  be  bought  for  any 
consultant's  fee.  Forbes  readers  get  their  latest 
thinking  whenever  they  have  something  im- 
portant to  say. 
*  No  other  business  magazine  devotes  as 
much  discussion  to  protecting  and  increasing 
personal  wealth  as  Forbes. 

Today's  headlines  on  prices,  shortages,  mon- 
etary uncertainties  have  set  a  premium  on 
informed  forecasting.  Management  gets  it  in 
Forbes. 

Is  there  anyone  you  know  in  business  who 
can't  profit  handsomely  by  what  Forbes  offers? 

Send  us  your  gift  list  now,  either  on  the  card 
bound  in  this  issue  or  on  your  own  letterhead. 


Extra  savings  are  available  on  multiple  orders 
(see  box).  An  announcement  in  the  form  of  a 
reproduction  of  the  painting  above  will  be 
sent  in  your  name  to  each  recipient.  The  sub- 
scription will  start  with  the  January  1,  Annual 
Report  on  American  Industry  issue.  If  the 
order  card  has  been  removed,  please  address 
your  order  to  Mr.  Ted  York,  Forbes,  60  Fifth 
Avenue,  New  York,  N.Y  10011. 


Forbes  Special  Gift  Rates 
One  1-year  gift — $12 
Two  1-year  gifts — $22 
Three  1-year  gifts — $32 
Each  additional  1-year  gift — $10 
Each  3 -year  gift — $24 

Foreign  and  Pan-American  orders,  please  add  $9 
per  year. 


Get  the  first  in-depth  study 
of  the  Asian  market. 


^Mh 


:■:■:/;■      '     •    ;', 


The  Asian  Omnibus  Survey  is  the  most  com- 
prehensive market  and  media  research  project 
undertaken  in  this  region  of  the  world. 

Based  on  10,740  personal  interviews  with  male 
heads  ot  households  in  the  key  markets  of 
Hong  Kong,  Bangkok.  Singapore,  Seoul,  Taipei, 
Manila,  Kuala  Lumpur  and  Djakarta,  this  in- 
depth  survey  of  buying  patterns  and  readership 
habits  was  conducted  by  the  highly  respected 
firm  of  International  Research  Associates 
(INRA)  Asia  Ltd. 

Asian  Omnibus  identifies  and  measures  the 
potential  for  a  wide  range  of  goods  and  services 
marketed  to  consumers,  business,  industry 
and  government.  The  study  reports  the  number 
of  carownersinSmgaporeand  Kuala  Lumpur 
compares  movie  camera  and  air  conditioner 


ownership  levels  among  upper  and  middle  class 
families  in  Hong  Kong  and  Bangkok. . 
pinpoints  those  decision-makers  for  business 
purchases  in  seven  industrial  categories 

Asian  Omnibus  also  measures  the  reading 
habits  of  upper,  middle  and  lower  class  Asians 
for  eleven  international  and  regional  magazines 
So  you  can  easily  see  what  publications  your 
key  prospects  read  most  heavily  And  invest 
your  advertising  budget  accordingly. 

To  help  you  focus  even  more  on  target,  your 
Newsweek  representative  will  run  a  computer- 
ized analysis  of  any  proposed  schedule  This 
analysis  -  similar  to  the  service  we  offer  adver- 
tisers and  agencies  interested  in  the  European 
market  -weighs  a  schedule's  efficiency  and 
effectiveness  against  alternative  programs  to 


determine  the  optimum  use  of  your  advertising 

investment 

To  get  you  r  copy  of  the  Asian  Omnibus  Survey-* 

and  to  learn  more  about  our  schedule  analys* 

service  -phone  your  Newsweek  representatM 

Today1 


The  International  Newsmagazine 


D  Atlanta,  James E  Baillie (404)577 -6943  □  Boston.  J  Devereux deGozzaldi (617)  267-6677  D  Chicago,  Edwin  W  J  Keil (312) 467  5000  D  Cleveland,  William E  Nieman.Jr  (216)69 
□  Detroit.  James  W  Allbaugh  (313)  355  3333  □  Los  Angeles,  Lemuel  Hall  (213)  384-2161  □  New  York,  Allen  P  Crolius  (212)  350-2570  □  St  Louis,  Robert  M  Hawkes  (314)  ( 
□  San  Francisco  Huntley  Bennett  (415)  YU  2-2645  D  Washington,  D  C  ,  Douglas  P  Jeppe  (202)  298-7880  □  London,  Howard  W  Smith  01  839  6166 

D  Tokyo.  Kenchi  Kato  211-1691/5  □  Sydney.  Ian  Leonard  28-1043 


The  Funds 


That  Old  Sweet  Song 

In  the  wake  of  the  most  searing 
stock  market  decline  since  the  De- 
pression, scores  of  money  managers 
are  giving  their  investing  philoso- 
phies a  soul-searching  reexamination. 

Until  this  year,  the  one-decision, 
growth-stock  philosophy  held  sway 
with  most  institutional  investors.  But 
after  such  spectacular  collapses  as 
Avon,  Polaroid  and  Disney,  that  strat- 
egy seems  discredited.  Instead,  the 
talk  is  about  "shortage  plays,"  "nat- 
ural resources,"  "basic  industries"  and 
"Ben  Graham  fundamentals."  Even  the 
guru  of  the  one-decision  religion, 
Morgan  Guaranty's  trust  department, 
whistles  a  different  tune  today.  No 
longer,  vows  Morgan,  will  it  ride  a 
Disney  up  to  122— and  then  all  the 
way  down  to  22. 

But  some  money  men  haven't 
changed  their  tune.  We  found  a  cou- 
ple at  Lehman  Bros.,  the  New  York- 
based  investment  bankers:  Alvin  W. 
Pearson  and  Robert  H.  Buckles.  These 
men  are  in  charge  of  Lehman  Corp., 
a  45-year-old  closed-end  fund  with 
$371   million  in  assets. 

Lehman  Corp.  has  one  of  the  best 
t  long-term  performance  records  in  the 
fund  industry.  The  latest  Forbes  An- 
nual Mutual  Fund  Survey  (Aug.  15) 
shows  that  Lehman  has  a  12-year 
growth  rate  of  7.4%,  a  figure  matched 
by  few  others.  Even  in  the  bear  mar- 
ket, Lehman  has  performed  credit- 
ably. Since  1969,  its  net  asset  value 
has  fallen  16.4%,  vs.  23%  for  the  Stan- 
dard &  Poor's  500. 

Lehman  achieved  its  record  by 
faithfully  following  the  methods  now 
under  suspicion.  "Our  policies  really 
have  remained  the  same  with  time," 
drawls  Pearson,  72.  "Invest  in  man- 
agement, that's  the  key.  Companies 
with  a  reasonable  amount  of  tech- 
nology and  market  share,  plus  a  strong 
internal  cash  flow.  If  you  stick  with 
'em,  you  should  come  out  ahead." 

"The  truth'  is,"  adds  Buckles,  42, 
who,  like  Pearson,  came  directly  to 
Lehman  from  Harvard  Business 
School,  "we  aren't  smart  enough  to 
judge  the  swings  in  the  market.  We 
don't  know  as  the  market  goes  down 
when  we   should   dump   our  stocks." 

Not  surprisingly,  Lehman's  portfolio 
has  been  heavy  with  drug  companies 
like  Merck,  cosmetics  (Avon,  of 
course),  computer  manufacturers  (In- 
ternational Business  Machines  and 
Burroughs)  and  such  traditional 
growth-stock  favorites  as  Xerox,  Min- 
nesota Mining  and  Coca-Cola. 


We  asked  our  basic  question:  How 
can  you  stick  with  a  philosophy  that 
has  been  blasted  by  events? 

"Has  it?"  shoots  back  Pearson,  a  50- 
year  Wall  Street  veteran.  "I've  seen 
dramatic  rises  and  falls  several  times. 
You  have  to  recognize  that  both  on 
the  upside  and  the  downside,  the  mar- 
ket goes  further  than  it  should." 

But  what  about  Avon?  Wasn't  it 
obvious  that  the  price/ earnings  ratios 
of  it  and  others  were  ridiculously 
high?  Why  did  Lehman  sit  back  with 
such  stocks? 

"We  didn't  sit  back,"  answers  Pear- 
son. "One-decision  stocks  don't  mean 
you  do  nothing.  In  the  last  five  years, 
we've  taken  $150  million  in  capital 
gains." 

Buckles  concedes  Avon  was  "a  blun- 
der." But  he  argues  that  occasion- 
al mistakes  like  an  Avon  or  a  bear 
market  don't  vitiate  Lehman's  basic 
investing  approach. 


'We  aren't  smart  enough 
to  judge  the  swings 
in  the  market." 

—Buckles  of  Lehman 


"You'll  find,"  says  Pearson,  using  a 
stock  argument  for  the  old-time  re- 
ligion, "that  growth  companies  with 
good  management  always  outperform 
your  average  stock  over  the  long  run." 

Buckles  then  makes  a  concession  to 
the  new  times.  "We  should  pay  a  little 
more  attention  to  the  relative  P/E 
ratios  between  the  S&P  425  and  the 
40  or  50  growth  stocks.  Hindsight  tells 
us  that  in  January  1973  the  spread 
was  getting  pretty  wide.  Although  we 
sold  some,  maybe  we  should  have  sold 
a  lot  more." 

Nevertheless,  the  two  men  leave 
the  distinct  impression  that  there  real- 
ly is  no  way  most  mortals,  including 
them,  can  say  with  accuracy,  "This  is 
too  high,  let's  clear  out;  this  is  too 
low,  let's  jump  in."  Just  stick  with  your 
good  stocks.  Leave  the  trading  to 
others.  You  may  look  foolish  for  a 
while,  but  time  will  reward  you. 

We  wondered  if  Pearson  and  Buck- 
les were  a  bit  too  smug.  In  view  of  the 
convulsions  shaking  the  U.S.  and 
world  economies,  could  money  man- 
agers afford  the  attitude  of  "business 
as  usual"? 

"That's  not  our  attitude  at  all," 
snaps  Pearson,  explaining  that  their 
philosophy  doesn't  mean  a  static  pos- 


ture. "Things  change.  In  the  1950s 
and  part  of  the  1960s,  20%  of  our 
portfolio  was  in  utilities  serving  fast- 
growing  areas  like  Southern  Califor- 
nia, Florida  and  Texas.  We  cleaned 
the  last  of  those  out  five  years  ago." 

Buckles  goes  on:  "I  remember  our 
utility  analyst  saying,  T  don't  see  the 
point  in  our  spending  a  lot  of  time 
in  other  industries  when  we  can  get 
10%  to  15%  compounded  growth  in 
something  as  safe  as  utilities  in  those 
growth  areas.'  Then  in  the  mid-Six- 
ties we  ran  some  projections  through 
a  computer  and  we  were  horrified  by 
the  numbers.  We  decided  to  sell 
them  all." 

Late  last  year  and  early  this,  Leh- 
man cut  down  some  of  its  ancient 
holdings  in  retailing.  Out  went  Sears 
and  Federated.  In  1970,  Lehman 
started  to  "intensify"  its  holdings  of 
energy  and  energy-service  stocks.  In 
came  more  domestic  oils  and  Schlum- 
berger  and  Bucyrus-Erie. 

Now,  says  Buckles,  "We're  doing 
more  in  the  interest-rate  areas." 

Still,  Lehman  remains  essentially 
faithful  to  the  growth-stock  philoso- 
phy. The  stocks  may  change,  but  not 
much.  Lehman  shuns  most  of  the  ba- 
sic and  cyclical  companies,  believing 
that  these  are  not  going  to  do  well 
if  the  rest  of  the  economy  is  going 
to  pot.  And  if  something  like  controls 
comes  along  again,  it  is  the  basic  in- 
dustries like  steel  that  get  hurt 
the  most. 

To  Pearson  and  Buckles,  the  point 
is  to  find  the  true  growth  stocks— 
and  kick  out  the  ones  that  no  longer 
fit  the  bill.  They  would  agree  that 
you  should  take  less  on  faith  (like 
Avon)  and  more  on  hard-headed 
analysis.  "Avon,"  Buckles  points  out, 
"was  such  a  disaster  because  the  fun- 
damentals had  changed  and  we  didn't 
perceive  it." 

Of  course,  it  wouldn't  have  been  such 
a  calamity  if  the  institutions  hadn't 
given  it  a  sky-high  multiple. 

Perhaps  the  Lehman  philosophy  is 
something  of  a  cop-out,  and  investors 
should  be  more  responsive  to  ex- 
cesses. Also,  perhaps  far  more  of  to- 
day's growth  stocks  are  headed  the 
Avon  way  (in  fundamentals)  than 
Lehman  suspects.  Time  will  tell. 

In  the  meantime,  perhaps  the  words 
of  E.  Douglas  Howard  II,  the  former— 
and  very  successful— manager  of  Niag- 
ara Share  (Forbes,  June  15,  1973), 
will  do:  "I'm  sure  there  are  great  les- 
sons to  be  learned  from  the  last  two 
years.  But  right  now,  I  can't  tell  you 
what  they  are."  ■ 
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Let  Value  Line  Help  You  Pinpoint 

STOCKS  WITH  9%  YIELDS  PLUS 
SUPERIOR  RECOVERY  POTENTIAL 

The  opportunities  for  rich  dividend  yields 
available  in  today's  stock  market  may  not  be 
seen  again  in  this  generation.  And  they  may 
not  last  much  longer. 


also  ranked  Above  Average  by  Value  Line  for 
year-ahead  Market  Performance  and  Average 
for  Safety  (Value  Line  10/18/74). 


When  stock  prices  climb,  percentage  yields 
decline.  So,  for  investors  who  want  to  take  ad- 
vantage, time  may  be  crucial.  Here  is  how 
things  stand  now: 

At  their  recent  prices,  35 1  stocks  of  the 
more  than  1500  under  continuous  review  by 
Value  Line  were  yielding  9%  or  higher — on  the 
basis  of  the  dividend  payments  we  estimate  in 
the  next  12  months;  100  were  yielding  12%  or 
higher.  (The  Value  Line  Investment  Survey 
10/18/74.)  This  is  an  extraordinary  situation. 

Important  Warning 

But  it  could  be  a  sad  mistake  to  rush  into 
stocks  on  the  basis  of  high  yields  alone.  You 
need  to  know  a  lot  more. 

For  instance,  some  high-yielding  stocks 
have  shaky  earnings  and  may  be  hard  pressed 
to  maintain  present  dividend  levels,  let  alone 
increase  them.  Others,  faced  with  huge  capital 
requirements,  may  have  to  retain  a  larger  por- 
tion of  earnings. 

Moreover,  nearly  half  the  351  stocks 
yielding  9%  and  up  are  now  ranked  unfavor- 
ably by  Value  Line  for  Probable  Market  Per- 
formance in  the  Next  12  Months,  relative  to 
all  1500  stocks  under  regular  review. 
Regardless  of  their  yields,  these  stocks  should, 
we  think,  be  avoided  for  the  time  being. 

31  "Combination''  Stock* 

Only  3 1  of  the  35 1  high-yielding  stocks  are 
also  (a)  ranked  favorably  for  next-12-months 
Probable  Market  Performance  AND  (b) 
ranked  average  or  better  for  long-term  in- 
vestment Safety.  (Value  Line  10/ 18/74.)  The 
Value  Line  Survey  also  shows. . . 

•The  current  yields  of  these  31  "com- 
bination" stocks  range  from  9%  to  12.3%. 
The  average  for  all  of  them  is  10%. 

•  In  most  cases,  their  dividends  are  well 
"covered"  by  earnings.  On  average,  they 
are  paying  out  less  than  40%  of  net  income 
in  dividends. 

•  Based  on  our  estimates  of  their  future 
dividends,  these  stocks — if  purchased  at 
current  prices — will  be  yielding  today's 
buyer  an  average  of  14%  within  the  next  3 
to  5  years;  9  of  them,  we  estimate,  will  be 
in  the  15%  to  20%  yield  range. 

•  These  stocks  also  offer  worthwhile  capital 

?;rowth  possibilities.  Our  estimates  of  their 
uture  earnings  and  P/E  ratios  indicate  an 
average  Appreciation  Potentiality  in  the 
next  3  to  5  years  of  well  over  200%. 

For  Example  . . . 

This  steel  stock,  at  its  recent  price  of  15, 
currently  yields  10.7%  (based  on  estimated 
dividends  of  SI. 60  per  share  in  the  next  12 
months).  The  dividend  payout  comes  to  only 
32%  of  estimated  net  income.  Within  3  to  5 
years,  we  project  annual  dividends  around 
$3.00  per  share — for  about  a  20%  yield  against 
the  stock's  recent  price  of  15.  Within  the  same 
period,  we  calculate  the  stock's  Appreciation 
Potentiality  at  more  than  200%.  This  stock  is 


How  The  Ranks  Work 

Every  week  Value  Line  ranks  more  than  1500 
stocks — each  relative  to  all  the  others — for  in- 
vestment Safety  and  for  Probable  Market  Per- 
formance in  the  Next  12  Months.  The  ranks 
range  from  I  (Highest)  down  to  5  (Lowest).       Special  $29  Offer 


All  told,  Value  Line  gives  you  more 
meaningful  data  and  evaluations  on  each  of 
1 500  stocks  than  any  other  investment  source 
we  know  of.  And  it's  organized  for  quick  and 
easy  reference.  (With  the  latest  weekly  Value 
Line  Survey,  for  instance,  it  would  take  you 
just  minutes  to  check  which  stocks  currently 
yield  8%  or  9%  or  10%  or  more.) 


The  Safety  rank  primarily  reflects  the 
degree  to  which  a  stock  typically  fluctuates 
above  and  below  its  own  long-term  price 
trend.  The  higher  the  rank,  the  greater  the 
price  stability. 

The  rank  for  Probable  Market  Perfor- 
mance segregates  stocks  into  five  groups  as 
follows: 

100  stocks  are  ranked  I  (Highest) 
350  stocks  are  ranked  2  (Above  Average) 
600  stocks  are  ranked  3  (Average) 
350  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 

The  higher  the  rank,  the  stronger  the 
relative  price  performance  we  expect  in  the 
next  12  months.  While  not  every  stock  will 
always  perform  exactly  in  accord  with  its 
rank,  such  a  large  majority  have  in  the  past 
that  we  believe  no  serious  investor  can  in- 
telligently afford  to  ignore  these  ranks. 

Whatever  else  you  are  looking  for  in 
stocks,  we  recommend  that  you  con- 
centrate on  stocks  which  are  also  rank- 
ed I  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  Probable  Market  Per- 
formance in  the  Next  12  Months. 

Updated  Every  Week 

Every  week— for  EACH  of  more  than  1500 
stocks — the  Value  Line  Survey  updates.  .  . 

a)  Rank  for  Probable  Market  Performance 
in  the  Next  12  Months; 

b)  Rank  for  investment  Safety; 

c)  Estimated  Yield  in  the  next  12  months; 

d)  Estimated  Appreciation  Potentiality  in 
the  next  3  to  5  years; 

e)  Latest  Price,  earnings,  P/E  and  dividend 
data. 

In  addition,  each  of  the  more  than  1500 
stocks  is  the  subject  of  a  comprehensive  new 
full-page  report  at  least  once  every  three 
months — including  23  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 


You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  13  weeks  for 
only  $29.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including  . . . 

EVERY  WEEK  a  new  SUMMARY  OP 
ADVICE8  aeetlon  (24  pages) . . .  showing 
the  current  ratings  of  more  than  1500  stocks 
for  future  relative  Price  Performance  and 
Safety — together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E 
data. 

EVERY  WEEK  a  new  RATINQ8  A 
REPORTS  section  (144  pages)...  with 
full-page  analyses  of  about  1 20  stocks,  in- 
cluding key  operating  and  financial  statistics 
going  back  10  years,  plus  estimated  3-to-S 
years  ahead.  During  the  course  of  every  13 
weeks,  new  full-page  reports  like  this  are 
issued  on  every  one  of  the  more  than  1500 
stocks  under  regular  review.  (It  takes  but  a 
minute  a  week  to  file  the  new  reports  in  your 
Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  A 
OPINION  aeetlon  (4  pagea)  . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock — plus  a  wealth  of  in- 
vestment background  including  the  Value  Line 
Average  of  more  than  1 500  stocks. 

PLUS  THIS  BONUS  . . .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  S35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review — fully 
indexed  for  your  immediate  reference.  Thii 
two-volume  bonus  will  be  shipped  to  you  by 
special  handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

To  accept  this  invitation,  simply  All  in  and 
mail  the  coupon  today.  Time  is  important. 


WThe  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC  •  5  EAST  44th  STREET  •  NEW  YORK.  NY  10017 

J-16N01 


Yes,  I  would  like  to  try  The  Value  Line  Investment  Survey 
for  the  next  13  weeks  at  the  special  trial  rate  of  $29  .  .  .  and 
understand  that  I  will  also  receive,  as  a  bonus,  the  1800- 
page  Investors  Reference  Service  at  no  additional  cost.  In 
addition,  I  understand  that  if  dissatisfied  for  any  reason,  I 
may  return  the  material  within  thirty  days  and  my  money 
will  be  refunded  without  question. 

This  special  offer  is  limited  to  new  subscriptions  and  is 
available  only  once  to  any  household  every  two  years. 
O  S29  Payment  enclosed  (Trial  subscriptions  must  be  ac- 
companied by  payment). 

Stibacripiion  fact  arc  fully  tax-deductible.  Foreign  rales  upon  re- 
quest No  assignment  of  inn  eg recment  will  be  made  without  lub- 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  oi  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


AUG 133.7 

SEPT. 132* 

OCT.    132* 

NOV 132L3 

DEC 1294 

JAN 127.6 

FEB 126* 

MAR 125.0 

APR 125.3 

MAY 125.4 

JUNE 125.1 

JULY  126.0 

AUG 125* 

SEPT.  (Prel.)   125.3 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Market  Comment 


Looking  Ahead 


By  L.  O.  Hooper 


IOften,  I  fear,  people  read  this  col- 
umn in  search  of  hot  ideas  that  will 
pay   off   quickly.    Once   in    a   while, 
more  often  because  the  writer  is  for- 
tunate rather  than  smart,  a  stock  men- 
tioned   here    performs    immediately; 
put  usually  the  best  suggestions  seem 
)remature  or  pay  off  only  over  months 
>r  even  years.  I  am  leading  off  this 
vay  because  most  of  the  comment  in 
his    column    concerns    longer    range 
sonsiderations,  *  not  things  that  I  ex- 
>ect  to  pay  off  in  December.  I  hope 
here  are  more  investment  ideas  here 
han  speculative  suggestions. 

I  realize  that  some  allegedly  con- 
ervative  stocks  are  often  speculations 
f  they  are  overvalued,  and  that  some 
ocks  usually  regarded  as  more  risky 
an  be  fine  investments  if  they  are 
eally  undervalued.  This  happens  to 
e  a  time  when  the  selectivity  which 
curred  during  the  late  lamented  bull 
arket  is  perhaps  95%  obsolete.  Hap- 
ily,  some  of  the  recent  negatives  are 

Mr.   Hooper  is  vice  president  of  the  NYSE  firm  of 
homson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


fading,  and  many  positives  are  just 
beginning  to  appear.  Without  doubt, 
1975  will  be  an  eventful  year. 

Something  must  be  done  to  amelio- 
rate the  present  impossible  situation 
in  petroleum,  and  what  is  done  will 
have  both  political  and  social  implica- 
tions. Don't  let  the  present  gasoline 
price  wars  fool  you;  they  are  prob- 
ably just  postponing  something  much 
less  pleasant.  Mr.  Ford's  Project  Inde- 
pendence can't  possibly  succeed,  over 
the  next  two  or  three  years,  unless 
the  nation  increases  the  use  of  Amer- 
ica's abundant  source  of  energy  readi- 
ly available,  namely  coal.  Coal-relat- 
ed stocks,  therefore,  are  logical  in- 
vestments. A  coal  strike  is  just  an 
incident. 

The  two  companies  with  perhaps 
the  largest  reserves  of  coal  are  Union 
Pacific  (70)  and  Burlington  North- 
ern (34).  The  two  largest  producers 
of  coal  currently  are  Kennecott  Cop- 
per (34),  which  owns  all  of  Peabody 
Coal,  the  shares  of  which  it  prob- 
ably will  be  forced  to  distribute  to 


stockholders,  and  Continental  Oil 
(41),  which  owns  Consolidation  Coal. 
Occidental  Petroleum  (12)  owns  Is- 
land Creek  Coal,  among  other  things. 
Pittston  Co.  (32),  Eastern  Gas  6-  Fuel 
(21)  and  North  American  Coal  (24) 
also  are  important.  Coal  is  the  most 
important  source  of  traffic  to  numer- 
ous railroads,  notably  the  Chessie 
System  (52),  the  Norfolk  <b  Western 
(59)  and  the  Seaboard  Coast  Line 
(28),  which  now  owns  the  old  Lou- 
isville &  Nashville. 

If  it  were  not  for  the  continued 
high  prices  for  all  types  of  oil,  foods 
and  precious  metals,  we  would  be 
making  more  rapid  progress  taming 
inflation;  but  we  are  still  doing  a  real 
job  here,  as  the  news  about  aban- 
doned utility  projects,  rising  unem- 
ployment and  reduced  factory  activ- 
ity shows.  What  economists  call  "de- 
mand push"  inflation  if  going  into 
limbo  as  the  public's  discretionary 
buying  power  melts  away. 

It  seems  to  me  that  the  trough  of 
the  recession,  or  depression,  may 
come  in  1975.  Earnings  will  decline, 
unemployment  will  increase,  interest 
rates  will  continue  to  decline.  In  the 
past,  stocks  usually  have  scored  ad- 
vancing prices  in  recession  trough 
years— just  as  they  have  declined  re- 
cently in  prosperity  peak  years.  Bar- 
ring some  great  bearish  event,  it  is 
reasonable  to  expect  that  stocks  will 
be  higher  at  the  end  of  1975  than 
they  will  be  at  the  end  of  1974.  They 
may  go  lower  first,  but  the  chances 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 

Rio  Grande  Valley 
THIS  IS  OUR  49th  YEAR 

34-bu.  Grapefruit  $  8.75 

Carton  of  12  Grapefruit $  6.75 

Full  bu.  Grapefruit $12.90 

Carton  of  6  Grapefruit $  4.90 

34-bu.  G.F.  &  Oranges $  8.80 

Full  bu.  G.F.  &  Oranges $12.95 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets : 

S-bu.  $9.95 Full  bu.  $14.50 

Ml  an  delivered  prices 


WE     TRUST     YOU  I    Send    Your    glfst    list 
now     and     pay     our     Invoice     In     January. 


Other  citrus  packs  and  also  pecans,   rare  honey. 

fruit   cakes,    cheese,    smoked    hams    and   turkeys. 

Write  tor  free  Illustrated  folder. 

PITTMAN  &  DAVIS,  INC. 

903  N.  Exp.,  HARLINGEN,  TEXAS  78550 
Established  1926 
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The  Johnston  i 
Mutual  Fund  Inc. 

460  Park  Ave.,  N.Y.C.  10022  Dept.  C  ■ 

Phone:(212)679-2700  • 
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BEAT  THE ' 

DICE  TABLES  o*T- 

Make  Dough  . . .  Like  a  "PRO"      -»<fJ 

in  all  Legalized  Casinos  ^7/A 

Double- Your-Money-Back-Guarantee!  /  I  y 

Place  only  5  bets:  All  numbers  are  in  your  favor     I 

including  1 ... 2,  3.4,  5,  6,  7,  8.  9,  10,  11,  12 

You  win  every  roll! 

Send  For  FREE  Details 

M.  C.  CORBIN  CO.,  Dept.  F0  12 

_P.0.  Box  869,  Radio  City  Sta.  N.Y.   10019_— _ 


are  that  we  have  seen  the  lows  in 
many  individual  issues  even  if  the 
averages  dip  again. 

Much  of  my  former  enthusiasm 
about  the  steels  has  waned.  Much  of 
the  demand  for  steel  comes  from  the 
construction  and  auto  industries,  and 
many  steel  executives  who  not  too 
long  ago  were  turning  down  orders 
are  now  out  hunting  for  business.  On 
a  very  long  pull  basis,  the  auto  shares 
are  selling  below  their  average*  in- 
vestment value  over  a  ten-year  period. 
I  am  not  so  sure  about  the  building 
industry  shares,  because  I  think  the 
country  is  overbuilt  rather  than  un- 
derbuilt. The  demand  for  both  com- 
mercial space  and  housing  space  is 
as  elastic  as  the  demand  for  almost 
anything  I  know.  It  depends  on  abil- 
ity to  buy  as  much  as  on  ability  to 
use,  and  housing  is  not  unrelated  to 
the  availability  of  discretionary  spend- 
ing. Of  course,  building  industry  en- 
thusiasts may  counter  with  the  fact 
that  housing  shares  often  have  sold 
higher  in  anticipation  of  a  boom  than 
in  the  midst  of  one. 

Aside  from  stocks  related  to  the  oil 
and  fertilizer  industries,  I  am  sus- 
picious (as  is  the  stock  market  it- 
self) of  the  so-called  shortage  issues. 
Many  of  these  shortages  will  disap- 
pear as  excessive  inventories  are  liq- 
uidated. Look  at  what  has  happened 
to  copper. 

Everywhere  I  go  someone  is  sure 
to  ask  about  gold  and  the  gold  shares. 
My  answer  is  always  the  same.  Both 
the  stocks  and  the  commodity  are 
speculations,  not  investments.  No  one 
knows  what  will  happen  in  gold,  or 
when.  Until  something  does  happen, 
these  things  are  wonderful  trading 
media,  if  you  buy  them  on  weakness 
and  sell  them  on  strength.  They  will 
give  you  plenty  of  price  motion,  and 
that's  what  speculation  is  made  of. 
I  don't  think  we  ought  to  make  gold 
a  religion.  Some  people  seem  to  be 
doing  exactly  that. 

A  Speculative  Portfolio 

What  about  the  very  low-priced 
stocks,  some  of  which  are  likely  to  be 
in  abundant  supply  during  the  tax- 
selling  season  now  at  hand?  If  you 
want  to  play  with  them  (remember, 
you  won't  be  investing),  buy  a  pack- 
age of  at  least  five,  preferably  ten. 
Out  of  ten,  expect  three  or  four  to 
be  complete  duds,  four  or  five  to  be 
about  neutral,  and  one  or  two  to  be  a 
big  success.  Perhaps  you  would  like 
me  to  suggest  a  package  of  ten:  Avis 
(6),  United  Brands  (3),  Continen- 
tal Air  Lines  (5),  Eastern  Air  Lines 
(5),  Evans  Products  (3),  Gino's  (7), 
Howard  Johnson  (5),  Scope  Inc.  (4), 
Zayre  (3),  City  Investing  (6).  A  hun- 
dred shares  of  each  would  cost  about 


$5,000.  Of  course,  200  shares  of  Free 
port  Minerals  (22)  would  be  a  moi 
prudent  buy,  but  that  would  not  b 
"mad  money." 

Forgive   me   for  mentioning   Fr 
port   Minerals  again,  but  the  repoi 
for  the  third  quarter  points  out  tha 
domestic  earnings  were  81  cents 
the  $1.32  a  share  reported,  and  th 
domestic  earnings  henceforth  will 
larger    because    of    higher    sulph 
prices  (fertilizer  is  a  factor)  and  gra 
ually  increasing  earnings  from  natural  m 
gas,  oil   and  eventually  nickel.   Inci  ■, 
dentally,    at   the    end   of    Septembe  . 
the  company  had  a  net  working  cap 
ital   of   $100   million,   of  which   $7  , 
million  was  in  cash  and  equivalent 
And  the  parent  company  has  no  debl 

At  this  time  of  year  everyone  talk   . 
about  tax   selling,   selling  to  registe 
losses.  Well,  there  seldom  have  beei 
as  many  to  register,  and  a  great  man' 
people    already    have    enough    losse 
for  this  year  anyway.  Under  the  pres 
ent   law,   it   should  be   rememberec 
losses  may  be  carried  forward  to  b 
used    in    future    years.    Also,    if   yoi 
have  enough  losses  you  will  not  be  a 
inhibited  from  taking  even  short-ten 
profits;    and   occasionally    in    a    two 
sided   market,   such   as   we   probabl 
will  have  much  of  next  year,   th 
will  be  times  when  you  should 
look  a  gift  horse  in  the  mouth.  La 
taking  in  December,  however,  is 
much  of  a  general  stock  price  infli 
ence,  partly  because  in  a  normal  y 
most  people  who  take  a  loss  use  thil 
money   immediately   to   buy   anothel 
investment. 

Some  weeks  ago  I  was  critical  ol 
the  trend  toward  liquidity,  which  ha<| 
created    such    a    demand    for   certifiJ 
cates  of  deposit  and  other  high-yield  J 
ing  investments  of  that  type.  The  otbl 
er  day  I  was  consulted  by  a  woman 
who  had   $150,000  of   11.5*  cerrifi 
cates    of    deposit    coming    due.    Tbl 
bank  said  she  could  renew  at  83411 
The  point  is  that  short-term,  money 
equivalent  investments  are  getting  lesi 
attractive  in  competition  with  stock 
and  long-term  bonds. 

In  looking  ahead  to  the  investmen. 
environment  of   1975  and  beyond,  J 
am  convinced  that  many  people  wfy 
be  looking  for  dividend  and  inters* 
income,  with  appreciation  incidental 
just  as  for  so  long  they  thought  large 
ly  in  terms  of  appreciation,  with  divi 
dend    and    interest    incidental.    Tha 
trend  is  not  going  to  help  the  hfl 
P/E    glamours,    especially    when    i 
many  institutions  own  more  glamour 
than  they  want  to  keep.  There  jdH 
are  not  going  to  be  so  many  popu 
lar  "one-decision"  stocks.  For  the  pea 
sion  funds  and  the  like,  too  many  0 
the   glamour  stocks  have   been   tri« 
and  found  wanting.  ■ 
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Stock  Comments 


A  Standoff— So  Far 

By  Heinz  H.  Biel 


he  strong  stock  market  recovery, 
/hich  began  in  early  October,  got 
lore  or  less  stalled  after  the  first 
/eek.  Ever  since,  the  bulls  and  the 
ears  have  been  locked  in  combat, 
oth  sides  have  won  a  few  rounds,  but 
j  far  there's  been  no  decision.  It's  a 
andoff. 

The  bear  side  has  compelling  ar- 
uments.  Everything  is  getting  worse 
istead  of  better.  Inflation  is  not  slow- 
»g  down,  regardless  of  what  the 
ishful  thinkers  in  Washington  are 
lying.  And  until  now  they  are  only 
lying,  not  acting,  because  they  don't 
now  what  to  do. 

While   the   price  indices   keep   on 
ing,  the  economy  is  sinking  deep- 
and  deeper  into  the  slump.  Con- 
mers'  buying  intentions  are  at  such 
w  ebb  that  no  near-term  improve- 
ent  can  be  expected.  Because  they 
e  scared,  people  defer  postponable 
ending,    even    though    they    know 
y  can  expect  higher  prices  ahead. 
No   textbook   on   economics   covers 
e  unprecedented  combination  of  in- 
tion  and  recession.  Most  economists 
n't  even  make  up  their  minds  which 
worse,     although    personally    I'd 
her  undergo  the  painful  surgery  of 
depression    than    suffer    lingering 
ath   by   inflation.    The   third   argu- 
nt  in  the  bears'  arsenal  is  the  threat 
renewed    hostilities    in    the    Mid- 
t.    Hopefully,   it  will   only  remain 
ightmare  and  not  become  a  reality, 
he    optimists    concede    that    the 
rail   situation   is   bleak,   but  with 
tification  they  point  out  that  none 
this  is  news.  The  bulls  also  derive 
fort  from  the.  rapid  drop  in  short- 
money  and'  even  in  longer-term 
rest  rates,  which  is  largely  due  to 
eliberate  easing  policy  of  the  Fed- 
Reserve  and  in  part  to  a  detec- 
ting   economy.    Everybody    loves 
er  interest  rates,  except  the  hap- 
investor  who  needs  a  return  that 
least    partially    offsets    inflation's 
ding  effect  on  his  capital, 
inally,  the  bulls  cite  the  well-doc- 
ented  fact  that  the  stock  market 
ally    hits   bottom   several   months 
re    the    economy    shows    visible 
s  of  a  turn  for  the  better.  They 
k  across  the  valley,"  as  the  saying 
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goes.  And  if  it's  only  a  "valley"  and 
not  an  abyss,  the  bulls  may  be  right 
in  buying  stocks  now. 

A  Ben  Graham-Type  Stock 

Some  three  years  ago  (Forbes, 
Aug.  15,  1971)  I  discussed  a  stock 
which  then,  at  32,  was  selling  not 
only  at  a  low  multiple  of  about  5  or 
6  and  well  below  its  book  value,  but 
even  below  net  quick  assets  (working 
capital  less  long-term  debt)  per  share. 
In  the  subsequent  three  years,  this 
company  had  earnings  totaling  over 
$17  a  share  and  paid  about  $4.50 
in  dividends,  while  its  book  value  of 
$40.85  a  share  at  year-end  1971  has 
increased  to  well  over  $50  at  present. 
Long-term  debt  is  nominal,  and  net 
quick  assets  amounted  to  over  $61 
million  at  the  end  of  last  year.  That 
is  equivalent  to  roughly  $43  on  each 
of  the  1.4  million  shares  outstanding. 
There  is  $1.50  in  cash  for  each  dollar 
of  liabilities.  This  stock  now  sells  at 
around  23,  a  fraction  above  its  low. 
The  company  is  National  Presto  In- 
dustries, listed  on  the  New  York  Stock 
Exchange,  but  obviously  nobody 
gives  a  damn. 

National  Presto  is  no  glamour 
stock.  The  company  did  earn  a  great 
deal  of  money  making  105  mm.  shells 
for  the  military.  It  still  does,  although 
on  a  reduced  scale.  It  also  makes 
pressure  cookers  and  a  variety  of 
household  appliances,  as  well  as  aero- 
space and  computer  parts,  etc.  Prof- 
its in  1975  will  probably  be  down 
from  the  $6-a-share  level  of  recent 
years.  If  the  company  decides  to 
change  its  accounting  from  FIFO  to 
LIFO,  the  final  quarter  of  1974  will 
be  sharply  lower.  But  why  should  it 
pay  taxes  on  inflation-bloated  profits? 
And  the  negative  effect  of  such  a 
switch  could  be  offset  by  the  company 
using  its  excess  cash  to  buy  back  and 
retire  the  17&%  of  its  stock  presently 
held  by  Electrolux:  Capitalization 
would  be  reduced  to  well  under  1.2 
million  shares. 

The  Street  either  doesn't  know 
NPK  or  simply  ignores  it.  Yet,  as  the 
analysts'  great  mentor,  Ben  Graham, 
says,  eventually  the  market  will  rec- 
ognize inherent  values.  In  the  case  of 
National  Presto,  these  values  are 
impressive  indeed.   ■ 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


Address. 
City 


.State. 


Zip. 


.Phone. 


Capital 

Financial 

Services 


DEPT.    F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


INVESTOR 
OIL  AND  GAS  LEASES 

Responsible,  experienced  individual 
wants  50/50  partner  to  provide  funds 
to  bid  and  own  Federal  and  State  Oil 
and  Gas  Leases.  Will  provide  know- 
how  and  staff  at  my  expense.  Will  work 
with  one  partner  only— no  dilution. 
Strict  references  required  of  you  as  of 
me.  Will  respond  only  to  inquiries  di- 
rected through  my  attorneys  Ashley  & 
Welch,  Suite  2600,  Bryan  Tower,  Dal- 
las, Texas  214/747-9145. 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.G.S.  Schoenwald 

122  East  42nd  ST,  N.Y.  10017 

(212)  MO  1-3595 
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Who  cares 
about  Rima? 


Sister  Elizabeth  cares! 

When  she  found  Rima  wandering 
alone  and  frightened  on  the  streets  of 
Bethlehem  in  the  Holy  Land,  she  took  the 
child  to  join  her  "family"  at  the 
Orphan  Home  there. 

The  Daughton  family  of  Asheville, 
N.  C.  cares.  They  "adopted"  Rima.  Each 
month  they  give  $14  for  her  care.  They 
exchange  photos  and  letters  with  her. 

Because  Sister  Elizabeth  and  the 
Daughtons  do  care,  Rima  is  safe  and 
happy.  She  may  one  day  fulfill  her 
dream  to  become  a  nurse. 

But  there  are  uncounted  hundreds 
of  other  Rimas  in  the  Near  East,  Cyprus, 
the  Holy  Land,  India  and  Ethiopia. 
Homeless,  they  roam  the  streets  like  so 
many  stray  dogs.  What  will  they  become? 

Beggars?  Thieves?  Worse? 

More  families  like  the  Daughtons 
must  be  found  if  these  children's  lives 
are  to  be  salvaged. 

What  about  your  family?  Could  you 
take  a  child  into  your  hearts?  It  costs 
less  than  45 i  a  day! 

Please  say  "yes"  —  and  mail  this 
coupon  today.  You  may  save  a  life! 


CATHOLIC  NEAR  EAST 
WELFARE  ASSOCIATION 

Terence  Cardinal  Cooke,   President 
Monsignor  John  G.  Nolan,  National  Secretary 

101 1  First  Ave.,  New  York,  N.Y.  10022 
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j  Yes   I   want  to   "adopt" 
□  girl.  I  enclose  $. 


a   □   boy 
as 


my  initial  payment.  Bill  me  $14  a 
month  thereafter. 
|   I  can  not  "adopt"  now  but  wish  to 
help  with  a  gift  of  $ 

NAME 


STREET 
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CITY 

STATE 

ZIP 

Technician's  Perspective 

Buckle  Up  For  A 
Roller-Coaster  Ridn 

By  John  W.  Schull 


In  the  Nov.  15  issue  of  Forbes,  I 
advanced  the  notion— really,  a  work- 
ing hypothesis  for  now— that  the  stock 
market  should  need  many  months,  or 
perhaps  even  a  few  years,  to  build  a 
base  for  the  reversal  of  a  bear  market 
which,  as  far  as  a  majority  of  stocks 
are  concerned,  began  six  years  ago. 
In  any  such  base-building  period,  I 
suggested,  one  could  expect  a  se- 
quence of  wide,  volatile  fluctuations 
in  the  overall  price  movement. 

This  is  essentially  a  technical  con- 
cept, in  the  sense  that  the  transition 
from  downtrend  to  uptrend  has  al- 
ways involved  a  base-building  pro- 
cess, in  one  shape  or  another,  and 
that  there  has  been  a  tendency  for 
the  duration  and  amplitude  (range 
from  high  to  low)  of  such  phases  to 
be  greater  after  protracted  and  deep 
declines  than  after  milder  and  short- 
er ones. 

In  the  present  situation,  the  idea 
that  we  are  headed  for  a  wide-swing- 
ing trading-range  market— as  part  of 
an  unfolding  long-term  base— seems  to 
be  receiving  substantial  corrobora- 
tion from  new  attitudes  that  recently 
have  begun  to  surface  on  the  institu- 
tional sector.  Here,  the  new  buzz- 
word is  "the  cash  game."  This  is  an 
investment  strategy  that  de-empha- 
sizes stock  selection  based  on  security 
analysis  in  favor  of  portfolio  manage- 
ment designed  to  switch  from  stocks 
to  cash  and  cash  equivalents,  and 
back  again  into  stocks,  as  unfolding 
market  conditions  seem  to  call  for, 
with  less  regard  for  long-term  growth 
prospects  than  was  fashionable  not 
very  long  ago. 

Who  Needs  It? 

This  change  in  attitudes  is  under- 
standable in  the  backwash  of  a  severe 
bear  market,  when  investors  can  sym- 
pathize with  the  cynic  who  once  said 
no  one  needs  security  analysis  in  a 
bull  market,  when  most  stocks  go  up 
anyway,  nor  in  a  bear  market,  when 
most  stocks  collapse  sooner  or  later, 
regardless  of  fundamental  merit.  I 
don't  mean  to  suggest  that  research 
into  the  intrinsic  worth  of  common 
stocks  is  useless  (though  some  propo- 
nents of  the  "random  walk"  view  of 

Mr.  Schulz  is  i  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.   Inc. 


stock  price  movements  assert  it's  n 
more  helpful  than  technical  analj 
sis).  On  the  contrary,  right  now  it] 
probably  more  than  ordinarily  wortl 
while  because,  at  prevailing  depresse 
prices,  it  can  help  distinguish  rei  - 
bargains  from  apparent  ones. 

Be  that  as  it  may,  the  newly  emer{ . 
ing  emphasis  on  investment  strateg  . 
seems  bound  to  become  an  importai , 
stock  market  influence.   I  sense  thi , 
it  reflects  a  strongly  felt  need  to  ju.  ] 
tify    a    short-    or    intermediate-ten 
trading     approach     for     institution 
portfolios  which  heretofore  were  con  ; 
mitted  to  a  respectable  but,  of  lat  , 
costly  philosophy  of  investing  for  tl 
very  long  pull. 

Viewed  differently,  it  seems  to 
an  overreaction  to  the  reminder, 
vided  by  a  terrible  bear  marl 
that  long-term  investment  expect 
tions  are  predicated  on  the  qu< 
tionable  concept  that  a  man  can  lo 
with  assurance  far  into  the  fuhi 
and  that,  moreover,  this  concept  i 
eludes  a  large  component  of  hum 
vanity.  Not  surprisingly,  this  humbli 
realization  can  turn  investors  in 
traders,  initially  for  the  short  tei 
and  then,  as  new  parameters  of  tl 
overall  stock  price  movement  becoi 
recognizable,  for  the  intermedia 
term.  Eventually,  as  investors  rega 
confidence  in  their  ability  to  CO] 
with  the  market,  they  tend  to  recov 
a  sense  of  assurance  that  long-tei 
projections  are  realistic  and,  hem 
more  respectable  than  opportunist 
"speculative"  trading  attitudes. 

Meanwhile,   the  new  emphasis 
investment  strategy,  at  the  expense 
the     old     buy-and-hold     philosopr 
strikes  me  as  quite  obviously  consf 
ent  with  the  idea  that  the  stock  iq 
ket  has  begun  a  base-building  pr 
during  which  the  overall  price 
ment  might  rise  and  fall  in  \\  ide 
centage  swings  for  many  months 
come.  It  would  be  consistent  also  w 
the  likelihood  that  institutional  jfl 
tors  will  want  to  devote  less  of  th 
huge  buying  power  to  common  stoe 
but   use  it  more  intensively,  thflfl 
the  past.  The  impact  on  a  gentM 
depressed  stock  price  level  could 
extraordinarily   dynamic,    up   as  I 
as   down.   So,   I'm   braced    lor  a  r 
sibly  difficult  roller-t  oasi ci  ride.   ■ 
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Stock  Trends 


Where  The  Money  Is 

By  Myron  Simons 


you  are  sick  of  the  daily  doses 
gloom  and  doom  that  come  from 
of  the  industrialized  nations,  I've 
a  prescription  for  you,  one  which 
ust  followed.  I  hopped  a  plane  for 
irut,  Lebanon  and  then  went  to  a 
jple   of  Arab   oil  producing   coun- 
s,    Kuwait    and    Saudi    Arabia.    I 
ind  a  different  world,  one  that  is 
jumping  with  activity.   Real  es- 
values   are  soaring  so  fast  that 
ge  profits  are  being  made  even  be- 
e  the  purchase  money  is  plunked 
,vn.  Hotel  rooms  are  so  scarce  that 
ervations  frequently  aren't  honored 
delegations   of  businessmen  troop 
from   all   over  the   world   looking 
money  and  opportunity. 
There  are  some  publicly  owned  lo- 
companies.   New  company  shares 
doubling  and  tripling  almost  be- 
their  projects  get  started.  Think 
a    mining   boomtown    in    the    old 
St,  add  to  it  the  new-issue  market 
the   U.S.    in   the   late    1950s   and 
tiply  the  whole  thing  by  five  and 
get  the  general  idea, 
^alk  to  Arabs  about  where  all  the 
profits    are    going    and   they   will 
itly  insist  that  the  money  is  going 
e  kept  at  home  in  order  to  de- 
>p  the  Arab  world.  After  that,  they 
it  will  be  used  to  develop  other 
d    World    nations.     The    reality, 
ever,   is   that   the   Arab   world   is 
yet  in  shape  to  absorb  more  than 
action  of  the  vast  flow  of  oil  mon- 
The  inevitable  conclusion  is  that  a 
d  deal  of  it  is   going  to  have  to 
into  the  U.S.  for  investment, 
ne  reason  it  isn't  flowing  in  big- 
quantities  here  yet  is  because  of 
uncertainties  "about  the  Arab/Is- 
situation.  If  <this  situation  quiets 
n,  however,  a  good  deal  of  Arab 
ey  is  simply  going  to  have  to  flow 
way.    Much   of   it   has   no   place 
to   go.    It  won't   go   into   stocks 
t   away;   the  Arabs   were   burned 
fternie  Cornfeld  and  by  the  wild 
nations  of  our  stock  market.  Their 
ey   will   start   in   Treasury   issues 
spread   out  from   there   like   rip- 
n  a  pool  of  water. 

on't  think  of  all  Arab  oil  money 
overnment  money.  There  is  a 
tantial  private  sector  in  this  part 
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of  the  world— rich  merchants  and 
members  of  royal  families  who  are 
more  interested  in  making  a  profit 
with  their  money  than  the  govern- 
ments are.  They  have  a  considerable 
amount  of  skepticism  as  a  result  of  our 
long  bear  market— as  we  have.  But  it 
must  soon  occur  to  these  multimil- 
lionaires that  while  a  huge  new  plant 
can  be  highly  desirable  for  Arab 
governments,  Arab  individuals  can 
buy  the  same  kind  of  assets  in  the 
U.S.  at  a  substantial  discount  by  tak- 
ing on  a  chunk  of  undervalued  stock. 

Three  Key  Moves 

These  people  are  quite  sophisti- 
cated; they  can  figure  relative  invest- 
ed returns  at  least  as  well  as  we 
can.  If  the  Middle  Eastern  money 
does  begin  to  flow  into  our  stock 
market,  it  will  probably  go  first  into 
private  block  placements,  or  into  the 
shares  of  companies  that  are  well 
known  around  the  world.  So  many 
of  them  are  undervalued  at  the  pres- 
ent level  of  the  market  that  you  can 
practically  pick  out  the  logical  con- 
tenders at  will. 

The  billions  that  the  oil  producing 
countries  are  taking  in  represent  a 
strange  kind  of  enforced  savings  for 
us.  They  have  the  liquidity  we  need, 
and  we  have  the  technology  and  pro- 
ductive capacity  they  need.  All  it 
takes  to  make  a  successful  partner- 
ship is  to  get  through  the  maze  of  po- 
litical problems  and  new  concepts. 

What  will  trigger  a  flow  of  Arab 
investment  money?  I  think  that  there 
are  three  signposts  to  watch  for. 
First,  a  lowering  of  oil  prices,  no  mat- 
ter how  small,  will  indicate  a  new 
spirit  of  cooperation  with  the  West. 
Second,  any  peace  negotiations  that 
Kissinger  can  get  started  will  ease  ten- 
sions in  the  area  and  relax  the  purse 
strings.  Finally,  the  buying  of  any- 
thing from  Treasury  bills  to  blocks  of 
stock  by  the  oil  billionaires  will  be  the 
first  step  to  bigger  things. 

There  are  three  groups  with  pools 
of  money  that  are  waiting  to  hear 
the  gong  of  the  bell  that  signals  the 
end  of  the  bear  market:  the  Arabs, 
the  pension  fund  managers  and  the 
public.  That's  a  lot  of  money  on  the 
sidelines.  It  is  capable  of  moving  the 
stock  market  a  long,  strong  way  up.  ■ 


phetps 
dodge 

157th  CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  55$  per  share  on 
its  capital  stock  payable  De- 
cember 10,  1974  to  stockholders 
of  record  at  the  close  of  business 
on  November  15,  1974.  Total 
dividends  for  1974  amount  to 
$2.20  per  share,  compared  with 
$2.17V2  per  share  in  1973. 

ROGER  C.  SMITH, 
Vice  President-Finance 
and  Treasurer 

New  Yorfc,  N.  Y. 

November  6,  1974 


Men  who 

must 


their 

busin 


reads 

Forbes: 
capitalist  tool 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  V4  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  t  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Oept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 
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The  Market  Outlook 


Areas  Of  Interest 


By  Sidney  B.  Lurie 


With  the  latest  reports  indicating 
that  most  industries  have  gone  from 
a  seller's  market  to  a  buyer's  market, 
the  business  news  is  likely  to  get 
worse  before  it  gets  better.  But  the 
key  question  is  not  whether  corporate 
earnings  have  peaked  (which  I  be- 
lieve is  the  case),  or  even  whether 
the  next  upturn  will  be  sluggish 
(which  is  quite  possible).  Declining 
business  activity  can  be  a  positive 
force  rather  than  a  new  depressant, 
for  it  means  that  the  natural  correc- 
tive forces  have  been  set  in  motion. 
In  other  words,  poor  economic  news 
can  be  translated  into  hopeful  stock 
market  expectations. 

Viewed  objectively,  there  is  more 
weakness  than  strength  in  the  over- 
all commodity  price  trend.  With  last 
summer's  industrial  raw  material 
shortages  having  largely  disappeared 
and  inventories  now  being  "run  off," 
it  almost  automatically  follows  that 
inflationary  price  pressures  will  lessen 
further.  The  1975  climate  will  be 
different  from  that  of  the  earlier  Sev- 
enties, when  uniform  world  prosperi- 
ty was  compounded  by  crop  failures. 
Consumer  disposable  income  prob- 
ably will  increase  faster  than  prices 
in  1975,  which  means  the  nation's 
basic  spending  ability  will  improve. 

There  is  evidence  that  short-term 
interest  rates  have  peaked.  If  inter- 
est rates  decline  in  1975  (and  I  be- 
lieve they  will),  it  will  add  to  cor- 
porate earnings,  which  in  many  cases 
were  penalized  by  higher  interest 
costs  this  year.  It  also  will  encourage 
a  continued  high  level  of  capital 
spending,  for  a  lower  interest  rate 
structure  would  be  indicative  of  a 
healthier  bond  market.  Above  all,  a 
changed  credit  environment  will 
strengthen  the  current  prospect  of  a 
second  half  of  1975  upturn  in  resi- 
dential building.  Disintermediation, 
which  affects  the  loaning  ability  of 
the  nation's  savings  banks  and  sav- 
ings &  loan  associations,  has  already 
started  to  disappear. 

These  hopeful  expectations  repre- 
sent the  background  for  my  belief 
that  the  recession  that  started  a  year 
ago  won't  lead  to  a  cumulative  down- 
ward spiral.  If  anything,  the  early  evi- 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


dence  points  to  a  steady  upturn  in 
the  second  half  of  next  year.  In  ad- 
dition to  the  residential  building  in- 
dustry, the  automobile  industry 
(whose  current  sales  rate  is  below 
the  theoretical  replacement  rate) 
should  by  then  be  facing  a  new  sup- 
ply/demand equation.  Consumer  con- 
fidence and  spending  ability  should 
have  improved,  and  ours  basically  is 
a  consumer  goods  economy.  The 
chemical,  paper  and  other  industries 
which  have  become  marketing-  rath- 
er than  production-oriented  aren't 
likely  to  repeat  the  mistakes  of  past 
readjustment  periods. 

Several  of  my  paper-industry 
friends  in  effect  make  the  same  con- 
structive observations.  Although  de- 
mand has  been  softening  in  certain 
grades,  there  is  little  or  no  likelihood 
of  a  significant  profits  squeeze,  as 
was  the  case  in  1970,  with  a  com- 
bination of  industry  overcapacity  and 
low  operating  rates.  The  industry 
continues  to  be  basically  short  of  pro- 
ductive capacity,  there  is  a  world- 
wide shortage  of  pulp,  and  export 
prices  are  well  above  our  own.  More- 
over, paper  prices  on  average  will 
start  next  year  about  40%  above  the 
Jan.  1  level,  which  can  compensate 
a  small  loss  in  total  production  (as- 
suming a  generally  flat  economic  en- 
vironment next  year). 

Diversified  Speculation 

My  guesstimate  that  Gulf  6-  West- 
ern fiscal  1975  earnings  may  be  in 
the  $7-$7.50-per-share  area  (vs. 
$5.92  in  the  1974  fiscal  year)  could 
prove  to  be  too  conservative.  For 
one  thing,  with  sugar  prices  at  rec- 
ord highs,  the  food  services  division  of 
the  business  (the  largest  source  of 
last  year's  earnings)  should  do  much 
better  in  the  current  fiscal  year.  Even 
if  sugar  prices  later  decline,  as  they 
probably  will,  the  average  price  re- 
ceived should  be  substantially  better 
than  that  in  the  fiscal  year  which 
ended  last  July. 

Secondly,  although  the  automobile 
and  appliance  industries  are  tradi- 
tionally the  largest  customers  in  the 
manufacturing  group,  improvement 
in  the  capital  goods  and  energy  re- 
lated areas  should  more  than  offset 
a  decline  in   the   first  two.   And   the 


manufacturing  group  is  the  second 
largest  source  of  profits.  Lastly,  the 
financial  services  division,  whose  prof- 
its were  off  58%  in  the  past  fiscal  year 
due  to  the  sharp  rise  in  interest  rates, 
should  eventually  benefit  from  the 
current  interest  rate  trend.  And  this 
division  in  past  years  was  the  largest 
source  of  earnings.  The  common  stock 
(around  22)  is  speculatively  interest- 
ing on  the  basis  that  the  company's 
diversification  and  internal  strength  is 
proving  itself  during  a  difficult  year 
for  the  economy  as  a  whole. 

Unlike  past  years,  when  booming 
traffic  was  the  force  behind  airline 
industry  profits,  1974  points  up  the 
fact  that  higher  fares  and  capacity 
limitations  are  the  key  to  profits.  Al- 
though UAL's  revenue  passenger 
miles  (the  number  of  miles  flown  by 
each  passenger)  declined  in  Septem- 
ber and  October,  the  company's  earn- 
ings for  both  months  were  up  com- 
fortably. The  reason  being  that  fares 
and  the  load  factor  (percentage  oc- 
cupancy per  plane)  were  higher. 
Thus,  the  fact  that  the  management 
has  forecast  a  flat  traffic  year  in  1975 
is  not,  in  my  opinion,  particularly 
important.  If  it  were,  the  dividend 
wouldn't  have  been  increased  to  a  60- 
cents-per-share  annual  rate  in  No- 
vember. The  prospect  that  this  year's 
profits  should  about  double  the  $2.03 
earned  in  1973  points  up  the  com- 
pany's excellent  financial  position. 
With  Hawaii  traffic  up  sharply  and 
quite  profitable,  I  think  the  common 
stock  (around  17)  is  an  interesting 
speculation. 

I  suspect  that  the  past  quick  em- 
phasis on  the  seeming  (and  obvious) 
corporate  negatives  may  have  been 
carried  to  an  extreme  that  presents 
individual  issue  opportunities.  All  of 
which  brings  to  mind  Combustion 
Engineering  (around  29,  paying 
$1.80).  I  believe  the  company's  pre- 
sumed warranty  problems  in  connec- 
tion with  nuclear  orders  booked  in 
past  years  have  been  exaggerated. 
Although  CE  is  losing  money  on  its 
nuclear  power  systems  business,  this 
is  less  than  10%  of  total  corporate  vol- j 
ume,  and  its  fossil-fuel,  steam-gener- 
ating equipment  division  (which  is 
perhaps  four  times  as  large)  has  a 
huge  profitable  order  backlog.  Busi-I 
ness  in  Combustion's  design  engineer- 
ing division  is  the  best  in  history  and 
should  be  a  quite  respectable  con- 
tributor to  operating  profits  this  year 
and  next.  While  two  of  the  company's 
cyclical  operations  now  are  unprofil 
able  (glass  and  building  products), 
the  miscellaneous  area  "I  the  busi- 
ness is  doing  well  overall.  I  believe 
earninus  <>l  this  capital  goods  sup- 
plier will  approach  $4.50  a  share  in 
1974,  as  against  $4.05  In  L973.  ■ 
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Readers  Say 


(Continued  from  page  7) 
ght— although  it  can  be  seen  simply 
shading  the  time  screen  with  your 
ind— isn't  it  great  to  always  be  able 
see  the  time  in  the  black  of  night? 
cond,  changing  batteries  every 
iree  or  four  months,  we  have 
arned,  is  a  sign  of  an  outgoing  per- 
il proud  of  his  Pulsar  watch.  The 
itteries  will  last  for  9,000  to  10,000 
esses  in  an  average  year's  use. 
lat's  about  26  times  a  day.  But 
any  Pulsar  wearers  can't  stop  show- 
g  it  off  to  friends.  If  Pulsar  turns 
ople  on,  it's  a  good,  clean  trip. 

—Jerome  W.  Robbins 

Chairman  and  CEO, 

HMW  Industries,  Inc. 

Stamford,  Conn. 

stitutional  Subsidy 

Sir:  Re  "Commission  Rates  Are 
)side  Down"  (Fact  6-  Comment, 
rt.  1).  Because  of  their  weight  and 
mopolistic  control  of  capital,  the 
titutions  should  be  required  to  sub- 
ize  the  small  investor,  not  the  oth- 
way  around. 

—Richard  D.  Weinberg 
Forest  Hills,  N.Y. 

jir:  The  Block-heads  may  be  block- 
ads  for  dumping  stocks.  But  don't 
demn  them  for  refusing  to  perpet- 
fe  an  inefficient  brokerage  industry. 
—Raymond  F.  Unger 
Madison,  Wis. 

pport  Who? 

5m:  Hypocritical  sign  of  the  times: 
bumper  sticker  on  a  Toyota  reads, 
ipport  America— Fly  Pan  Am." 

—Charles  E.  Knox 
New  York,  N.Y. 

Bail  Out 

■jir:  We  were  somewhat  taken 
ck  to  see  our  company  referred 
as  a  "wobbly  supplier"  to  Sears 
ct.  1).  It's  true  we  had  a  19-week 
ke  at  our  Evansville  division  earli- 
this  year  which  severely  curtailed 
ability  to  provide  Sears  with  all 
refrigeration  products  it  required. 
:  at  no  time  did  Sears  have  to 
rb  additional  inventories  and  in- 
;t  costs  to  bail  us  out. 

— Juel  M.  Ranum 

Vice  President, 

Corporate.and  Public  Affairs, 

Whirlpool  Corp. 

Benton  Harbor,  Mich. 

Our  Conclusion 

IR:  In  "Meet  Ed  Kramer"   (Sept. 
you  say  that  "Part  of  the  reason 
direct  writers'  lower  costs  is 
they  seem  to  spend  less  money 
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Why  does  THE  DINES  LETTER  still  unflinchingly  predict: 

DJI  $390...  Gold  $400...  Silver  $10. 

If  so,  by  when?  And  what  should  you  do  about  it? 
Which  stocks  should  you  buy  now,  and  why? 

Why  has  Dines  run  ads  all  year  declaring — 
"THE  DINES  LETTER 

has  never  been  more  bearish."? 

Why  does  THE  DINES  LETTER  feel  Golds 
are  on  the  Verge  of  an  Historic  Upmove? 

When  the  price  of  gold  was  near  $180  earlier  in  1974,  The  Dines  Letter  predicted 
on  National  TV  that  gold  would  drop  to  $1  27-$  1 40  by  summer,  followed  by  a 
rise  to  perhaps  $300  by  Christmas.  It  hit  $127  on  July  3,  1974,  rose  to  around 
$150,  and  has  recently  leveled  off.  It  would  take  a  buying  panic  to  hit  $300 
by  Christmas  for  the  other  half  of  his  prediction  to  work  out.  What  could  cause 
such   a   buying   wave? 

What  could  Golds  earn  if  the  price  of  gold  is  at 
$1 00?  $1 25  ?  $1 50?  $1 80?  $200?  $500? 

Let  THE  DINES  LETTER  show  you  a  table  of  1974,  1975  and  1976  earnings  and 
dividend  estimates  of  over  35  gold  mining  shares  at  various  gold  prices,  plus 
charts  of  each. 

FOR   ALL   THESE   FEATURES   PLUS   MANY   MORE: 

(book  reviews,  short-term  trading  stocks,  etc.)  send  no  written  message.  Just  in- 
clude this  ad,  your  name,  address  and  $10  for  a  4-issue  trial  to  Dept.  JD4M2. 
(Payment  MUST  be  enclosed.)  For  information  as  to  how  you  can  hire  Mr.  Dines 
to  manage  your  portfolio,  or  the  portion  of  it  devoted  to  precious  metals, 
through  the  broker  of  your  choice,  call  Mr.  Sauchelli  (212)  725-1543;  minimum 
portfolio  size  is  $100,000.  Private  consultations  with  Mr.  Dines  are  $500  per 
hour.  THE  ACCURACY  OF  PREVIOUS  ADVICE  IN  THE  DINES  LETTER 
DOES  NOT  ASSURE  THE  CORRECTNESS  OR  PROFITABILITY  OF  FUTURE 
RECOMMENDATIONS. 

The  Dines  Letter      18  East  41  St.,  N.Y.,  N.Y.  10017 

(Not  assignable  without  your  consent.)  (N.Y.  residents,  please  add  applicable  sales  tax.) 


Your  six-week  trial 
subscription  will  bring  you: 


babson's 


stock,  bond  &  business 

for  '75 


•  :• 


Your  6-week  trial  subscription  today  will  also  bring  you  the 
Forecast  which  is  now  ready  for  mailing.  You  will  be  among 
the  thousands  of  informed  investors  who  receive  the  predic- 
tions of  Babson's  staff  as  to  the  course  of  stocks,  bonds  and 
business  in  1975. 
You  get  all  this  for  only  $5.00: 

■  The  Stock  Market  outlook 
for  1975 

■  Investment  strategy  for 
1975 

■  12  Stocks  to  buy  now  — 
Babson's  Best  Buys  for  ap- 
preciation and  growth. 

■  4  Common  Stocks  for  high 
income 

■  4  Preferred  Stocks  for  high 
income 


I  4  Convertible  Securities  for 
appreciation  and  income 

I  The  business  outlook  for 
1975 

i  Plus  —  Basic  steps  to  con- 
sider in  adjusting  your 
portfolio  for  year-end  tax 
savings. 

A  six-week  trial  subscrip- 
tion   to    Babson's    Weekly 
Investment  and  Barometer 
■  4  Bonds  for  high  income  Letter. 

For   your   trial   subscription   and   Stock,    Bond   and  Business 
Forecast  for  1975,  mail  this  coupon. 


babson's 
reports  inc. 

Wellesley  Hills,  Mass.  02181 


Please  send  my  6-week  trial  plus  Forecast  for  1975. 
$5  enclosed.  Dept.  F-?80 
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Street  &  No 
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State 
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GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

Mail  Coupon  for  Free  Prospectus  and  Literature  H  H  ■§  | 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

NAME 

ADDRESS 

CITY 


.STATE. 


.ZIP. 


Hey,  Aitkin  Kvnett 


Among  the  largest  companies  on 
your  client  list  (or  their  parent 
companies),  56%  more  corpo- 
rate officers  read  FORBES  regu- 
larly than  read  TIME. 


Source:  Erdos  and  Morgon,  Inc.  1/72. 


Readers  Sa> 


settling  individual  claims.  .  .  .  That' 
the  conclusion  of  an  economic  analyl 
sis  made  by  the  Florida's  agent's  as] 
sociation."  No  such  conclusion  wal 
reached  by  any  analysis  made  by  nv 
or  by  this  association. 

—Tom  C.  JohnsoiI 

Executive  Vice  Presidenlj 

Florida  Assoc,  of  Insurance  Agent! 

Tallahassee,  Flsj 

Different  Reactions 

Sib:  Re  "Which  Do  You  Think  I 
The  Bad  Ad?"  (Fact  6-  Commem 
Nov.  J).  As  a  result  of  the  WoM 
schmidt  campaign,  I  have  tried  an 
accepted  the  product. 

—Earl  R.  Donaldso 
Oklahoma  City,  Okls 

Sir:  I  would  accept  the  delightfi 
tongue-in-cheek  ad  about  Whit 
Horse.  In  fact,  I  shall  now  switch  ov< 
to  it. 

— Edythe  Breche 
Great  Neck,  N 

We  Do  More 

Sir:  The  per-student  cost  of  11 
struction  (Sept.  15)  for  Welleslt 
College  should  have  been  $6,20! 
not  $3,853. 

—Barbara  W.  Newe* 

Presiden 

Wellesley  Collej 

Wellesley,  Mas 


More  Than  Symbolic 

Sir:  In  the  piece  on  Scottish  n 
tionalism  and  North  Sea  Oil  (No\ 
1 ) ,  there  was  a  typo.  The  investme 
costs  to  procure  3  million  barrels  I 
day  of  North  Sea  oil  are  closer  to  £j 
billion  (over  $14  billion)  than  the  [ 
billion  in  the  story. 

— Charlks  O.  Jam 
London,  Englai 

Some  Conservative 

Sik:    If   you   can   call   our   Smal 
Jackson  a  conservative  (Fact  ir  C\ 
ment,  Oct.  15),  your  Congresspei 
Bella     Abzug     must     be     classed 
moderate. 

— R.O.  (  !h  wiiu  iu.ai 
Bothell,  W, 

Rocky?  No! 

Sir:  Re  your  nipporl  of  Ne 
Rockefeller  (Sept.  1,  Nov.  I5| 
\')u  put  Rockefeller  in  the  Wh 
House,  I'll  puncture  your  balloon 
put    ;i    hole    in    the    uas    tank    of   yc 

motorcycle 

I  in  ii  \l.  You 

I'icsiuV 

'l  oung  lUuliatofl 
limine.  W 
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Agency:   Byrde,  Richard  & 
Pound,  Inc. 


THE   FIRST   BOSTON 

CORPORATION    

Agency:   Doremus  &  Company 
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I  hOUghtS . . .  Business  of  Life 


Simplicity,  of  all  things, 
is  the  hardest  to  be  copied. 
Richard  Steele 


The  most  important  preliminary 
to  the  task  of  arranging  one's  life 
so  that  one  may  live  fully 
and  comfortably  within  one's  daily 
budget  of  24  hours  is  the 
calm  realization  of  the  extreme 
difficulty  of  the  task, 
of  the  sacrifices  and  the 
endless  effort  which  it  demands. 
Arnold  Bennett 


When  a  man  says  he  has  exhausted 
life  one  always  knows  life 
has  exhausted  him. 
Oscar  Wilde 


The  principles  which  men  profess 
on  any  controverted  subject 
are  usually  a  very  incomplete 
exponent  of  the  opinions 
they  really  hold. 
John  Stuart  Mill 


All  of  us  must  rid  ourselves 

of  the  illusion  that  we  can  buy 

our  way  out  of  the  problems  of  today 

by  mortgaging  the  future. 

Edward  Heath 


If  the  way  which,  as  I  have  shown, 
leads  hither  seems  very  difficult, 
it  can  nevertheless  be  found. 
It  must  indeed  be  difficult, 
since  it  is  so  seldom  discovered; 
for  if  salvation  lay  ready  to  hand 
and  could  be  discovered 
without  great  labor,  how  could 
it  be  possible  that  it  should  be 
neglected  almost  by  everybody? 
But  all  noble  things  are 
as  difficult  as  they  are  rare. 
Baruch  Spinoza 


Affected  simplicity  is 
refined  imposture. 
La  Rochefoucauld 


To  him  whose  elastic  and  vigorous 
thought  keeps  pace  with  the  sun; 
the  day  is  a  perpetual  morning. 
Henry  David  Thoreau 


Concentrate  on  your  job  and 

you  will  forget  your  other  troubles. 

William  Feather 


Life  is  not  complex. 

The  man  of  fixed,  ingrained 

principles,  who  has  mapped  out 

a  straight  course  and  has,  the 

courage  and  self-control  to  adhere 

to  it,  does  not  find  life  complex. 

Devote  earnest  effort 

to  planning  your  life, 

to  setting  for  yourself  a  goal. 

B.C.  Forres 


Men  of  principle  are  always  bold, 

but  those  who  are  bold 

are  not  always  men  of  principle. 

Confucius 


Many  people  are  liberal  in  principle, 
reluctant  in  practice. 
John  M.  Burgess 


High,  but  not  the  highest 

intelligence,  combined  with 

the  greatest  degree  of  persistence, 

will  achieve  greater  eminence 

than  the  highest  degree 

of  intelligence  without  somewhat 

less  persistence. 

Catherine  M.  Cox 


It  is  the  direct  man 
who  strikes  sledgehammer  blows, 
who  penetrates  the  very  marrow 
of  a  subject  at  every  stroke 
and  gets  the  meat  out  of  a 
proposition,  who  does  things. 
Orison  Swett  Marden 


Life  is  an  instinct  for  growth, 
for  survival,  for  the 
accumulation  of  forces,  for  power. 
Friedrich  W.  Nietzsche 


Life  is  either  a  daring 
adventure  or  nothing. 
Helen  Keller 


There  is  absolutely  no  inevitability 
as  long  as  there  is  a  willingness 
to  contemplate  what  is  happening. 
Marshall  McLuhan 


Many  men  do  not  allow  their 

principles  to  take  root, 

but    pull    them    up    every    now    and] 

then,  as  children  do  the  flowers 

they  have  planted,  to  see 

if  they  are  growing. 

Henry  Wadsworth  Longfellow 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
noiv  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text . . . 


Sent  in  by  Irl  R.  Richardson,  Houston. 
Tex.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  Mnderfl 
of  texts  used. 


Many  are  the  afflictions  of  the  ri^fit- 
eons:  but  the  Lord  delii creth  him  out 
of  them  all. 

Psalm  34:  L9 
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How  Chemical  helps 

supply  financial  energy 

for  a  changing  world* 


Financial  energy  is  not  just  money.  It 
is  using  money  in  imaginative  and 
effective  ways  to  make  things  happen. 

One  of  the  most  vital  ways  Chemical 
is  using  financial 
energy  today  is  to 
generate  other  kinds 
of  energy  through 
everything  from 
product  and  project 
financing  to  specially 
designed  programs 
involving  leasing  and 
commercial  financing. 

Our  financial  energy 

is  finding  new  ways 

to  use  coal. 

The  energy  crisis 

is  making  coal  look 
more  interesting  than 
it  has  in  years.  And 
Chemical  is  deeply  involved  in  a  partic- 
ularly innovative  project  at  the 
mouth  of  a  coal  mine  in  North  Dakota. 
Chemical  is  helping  finance  a 
400,000-kilowatt  steam-generating  plant 
right  next  to  the  raw  material 
resource. 

Under  a  complex  leveraged  leasing 
plan,  we  will  lease  the  plant  to  a  new 
electric  cooperative  which  will  sell 
pow     to  utilities. 

1     s  financia  1  package  is  being  studied 
witk        »t  interc  t  by  the  electric 


industry  because  it  involves  a  form  of 
financing  not  traditionally  used  by  them. 

Mines,  wells,  and  pipelines. 

At  the  same  time,  Chemical  is  financ- 
ing a  uranium  mine 
and  milling  complex 
in  the  Southwest.  We 
can  do  this  on  a  non- 
recourse basis  because 
our  Petroleum  and 
Minerals  Division 
includes  geologists 
and  engineers  who  are 
also  bankers.  They  can 
make  evaluations  of 
mineral  and  petroleum 
deposits  and  make 
banking  decisions 
based  on  them. 

Were  involved  in 
the  North  Slope  explo- 
rations, in  a  cross-Canada  crude  oil 
pipeline,  in  many  major  North  Sea  projects 
in  a  multimillion-dollar  loan  to  Algeria,  ■ 
and  in  building  mammoth  LNG  tankers 
that  will  sail  between  Indonesia  and  Japan. 

If  you  have  a  project  that  could 
use  some  financial  energy,  talk  to  your 
Chemical  Bank  representative. 

ChemicalBark 

American  business:  When  needs 
are  financial,  the  reaction  is  Chemical. 
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"Our  business  runs  a 
lot  smoother  since 

we  took  the  Dale  Carnegie 
Management 

Seminar" 


PAUL  LONNECKER,  PRESiOENT. 
THOMPSON-HAYWARD  CHEMICAL  CO.. 
KANSAS  CITY.  KANSAS 
DIVISION  OF  PEPI,  INC. 


•%• 


#Many  of  our  managers  are  technical  specialists,"  re- 
ports Mr.  Lonnecker,  "but  I  believe  that  business  and 
management  skills  come  first.  And  our  managers  had  a  lot 
of  good  business  ideas  they  usually  didn't  express. 

"The  Dale  Carnegie  Management  Seminar  inspired 
our  managers  to  realize  they  have  a  lot  of  good  ideas  out- 
side of  their  own  fields.  That  they  can  make  significant 
contributions  to  the  company. 

"These  men  are  now  accustomed  to  using  the  princi- 
ples, controls,  and  profit-orientation  they  learned  in  the 
Dale  Carnegie  Management  Seminar.  They  direct  their 
efforts  to  reaching  company  goals  and  as  a  result,  our  en- 
tire business  runs  a  lot  smoother. 

"If  you  want  your  people  to  take  more  responsibility 
for  themselves  and  learn  how  to  develop  their  hidden 
management  skills,  I  can  enthusiastically  recommend  the 
Dale  Carnegie  Management  Seminar.  It  has  made  a  sig- 
nificant difference  in  our  operation." 

Many  other  companies  are  profiting  from  the  practical 
and  continually  useful  operating  procedures  in  the  Semi- 
nar. If  you  would  like  to  know  the  results  they  report,  send 
for  our  quick-reading  brochure. 


DALE  CARNEGIE 
MANAGEMENT  SEMINAR 

SUITE   514F0   1475  FRANKLIN  AVE.,  GARDEN  CITY.  NY.   11530 
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Why  Union  Carbide  chose  Puerto  Rico 

as  the  site  for  the  largest  single 

petrochemical  complex  ever  built 


The  tax  incentives  and  oil  im- 
>rt  allocations  that  are  part  of  the 
wernment   programs   were    im- 
•rtant  considerations  for  us. 
Our  decade  of  experience  in 
lerto  Rico  taught  us  that  the  in- 
jistrious  Puerto  Rican  people  as- 
inilate  quickly  the  skills  that  are 
reded  to  operate  and  maintain  a 
!  phis  tic  a  ted,  computer- run  petro- 
i  emical  plant. 

!  The  construction  and  start-up 
the  new  plant  proved  us  100  per- 

Alex  T.  Ragan,  President 
Union  Carbide  Caribe  Inc. 


Tnion  Carbide  affuliates  pioneered 
■/  the  petrochemical  industry  in 
lerto  Rico  with  the  construction  of 
e  first  plant  near  Ponce  in  1959.  By 
65  the  company  was  employing  al- 
ast  300  people  in  its  petrochemical 
:ilities  on  the  island. 

Ten  years  of  experience  with  Puerto 
xo's  tax  exemptions,  industrious 
Drkers  and  modern  transportation 
'twork  convinced  Union  Carbide 
anagement  that  expansion  in  Puerto 
co  offered  the  best  prospects  for  a 
ick  return  on  their  investment. 

Four-year  expansion 

they  made  the  largest  expenditure 

the  company's  history— more  than 
00  million  to  expand  its  Ponce  plant 
to  the  biggest  petrochemical  com- 
ex  ever  built  at  one  time. 

And  that  expansion  brings  total 
nion  Carbide  investment  in  Puerto 
ico  to  over  $500  million. 

Union  Carbide  Caribe  drafted  its 
.pansion  plan  in  1968.  Construction 
arted  the  following  year.  The  entire 
implex  was  finished  in  1972  — on 
hedule  and  under  budget. 

By  the  third  quarter  of  that 

year  operations  had  become 

profitable. 
Ke  plant  has  been  making  a  profit 
er  since.  In  addition  to  petrochem- 

1  products,  Union  Carbide  affiliates 
iw  make  in  Puerto  Rico  such  diversi- 


W       l\ 

AlexT.  Ragan,  President  of  Union 

Carbide  Caribe  Inc. ,  at  the  company's  $385 

million  petrochemical  complex  m  Ponce. 

fied  products  as  meat  casings  (a  $15 
million  investment)  and  graphite  elec- 
trodes ($80  million)  for  industrial  use. 

Puerto  Ricans  run  plant 

At  the  start  of  the  company's  intensive 
training  program,  Mr.  Ragan  wrote: 

66The  Puerto  Rican  is  here  to 
learn  and  operate  the  plant?9 

And  learn  he  did.  A  key  element  in 
the  rapid  payout  of  this  mammoth 
facility  has  been  the  intelligence  and 
willingness  of  its  Puerto  Rican  per- 
sonnel. Speaking  of  how  smoothly 
the  crucial  start-up  was  carried  out, 
Mr.  Ragan  said: 

6*The  better-than-expected 
performance  of  die  Puerto 
Ricans  was  a  major  factor  in 
this  accomplishment." 

Today,  98  percent  of  the  1,500  jobs  at 
Ponce  are  held  by  Puerto  Ricans.  Two 
of  the  five  members  of  the  managers 
department  are  local  people. 

Other  key  positions  filled  by  Puerto 
Ricans  are:  employee  relations  man- 
ager, chief  engineer,  maintenance 
superintendent  and  most  of  the  oper- 
ating department  managers. 

Incentives  for  profit 

Union  Carbide  is  one  among  124  of 
the  largest  500  U.S.  corporations  with 
operations  in  Puerto  Rico.  Here  are 


the  main  reasons  why  manufacturers 
are  attracted  to  Puerto  Rico: 

1.  No  taxes.  Qualified  manufac- 
turers enjoy  100  percent  exemption 
from  Federal  and  local  taxes  for  up  to 
30  years.  That  means  no  corporate  in- 
come tax.  No  real  or  personal  property 
taxes.  No  excise  or  municipal  taxes. 

2.  Eager  workers.  A  labor  force 
of  nearly  a  million  people  with  100,000 
immediately  available  for  employment. 
And  Puerto  Rican  workers  rival  the 
Japanese  for  industriousness. 

3.  Reasonable  wages.  The  aver- 
age wage  for  all  industries  is  lower  than 
the  average  on  the  U.S.  mainland. 

4.  Fast  start-up.  Puerto  Rico's  Eco- 
nomic Development  Administration 
will  help  smooth  your  way  with  govern- 
ment agencies  and  municipalities. 

5.  Factory  space  ready  and  wait' 
ing.  Plants  from  4,000  to  23,000  sq.  ft. 
available.  Rates  as  low  as  75  tf  persq.  ft. 

6.  Modern  transportation  and 
services.  Over  30  shipping  lines  and 
15  scheduled  airlines.  A  6,500-mile 
network  of  paved  roads.  Electric 
power,  water  and  sewerage  systems  on 
a  par  with  those  in  the  U.S. 

To  find  out  how  the  success  story 
of  Union  Carbide  and  many  other 
leading  U.S.  manufacturers  can  apply 
to  you,  send  this  coupon. 


Send  this  attached  to  your  letterhead  to: 
Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept  FB-1 1, 1290  Avenue  of  Americas 
New  York,  N.Y.  10019 

Please  send  me  more  infonnation  on  how 
manufacturers  in  industry  after  industry 
make — and  keep — more  profits  with  a  new 
plant  in  Puerto  Rico  than  any  other  loca- 
tion in  the  United  States. 

The  products  I  might  be  interested   in 

manufacturing  there  are: 


Name_ 


Title- 


Company- 
Address 


City_ 
State. 


.Zip. 


®1974.  Commonwealth  of  Puerto  Rico 


VEGA.  LOWEST  PRICED 


U.S.  WAGONS. 


Vega  wagon  is  a  nice 
choice  for  economy  car 
shoppers  who  aren't  sure 
a  small  sedan  will  do. 

At  $3079,*  the  Vega 
wagon  is  priced  lower  than 
any  competitive  American- 
made  wagon.  At  $3307,  * 
the  Vega  Estate  is  priced 
lower  than  any  competitive 
U.S.  wagon  with  wood- 
grain  vinyl  side  panels. 
And  they  offer  good 
mileage  and  low  mainte- 
nance costs  for  people  who 
need  economy  plus  room. 
*Manufacturer's  Suggested 
Retail  Prices,  including 
available  140-2  engine  at 
$50.00  and  dealer  new 
vehicle  preparation  charge. 
Destination  charges,  state 
and  local  taxes  are 
additional. 

Gas  mileage. 

Published  EPA 
figures  for  a  Vega  wagon 
with  available  four- 
cylinder,  140-cubic-inch 


2-barrel  engine  are  21  mpg 
in  city  driving,  and  29 

Based  cm 

EPA  figures, 

no  U.S.  wagpn 

gets  better 

mileage- 

mpg  on  the  highway.  No 
American  wagon  tested 
got  better  mileage. 

About  performance 

High  Energy  Ignition 
gives  you  surer  starts  in 
any  weather  compared  to 
conventional  systems.  And 
better  engine  firing  after 
warm-up. 

What  you  can  save 
in  maintenance. 

Comparing  the  1975 
Vega  wagon  and  the  '74 
model  projected  over  four 
years  of  average  driving 
(50,000  miles)  points  out 
some  operating  economies. 

While  parts  and  labor 


costs  will  vary  throughout 
the  country,  we've  used 
current  list  prices  for  parts 
and  a  figure  of  $11  an 
hour  for  labor  and  found 
that  a  '75  Vega  wagon 
using  unleaded  fuel  could 
save  about  $243  in  parts, 
lubricants  and  labor  over 
the  '74  model  with  leaded 
fuel  (if  you  follow  the 

Maintenance 
savings  up  to 

$243 

Owner's  Manual  for 
recommended  service). 

There's  plenty  of 
choice  in  Vega. 

It's  definitely  no 
take-it-or-leave-it  wagon. 
To  the  basic  Vega  wagon 
you  can  add  an  available 
GT  package  with  sport 
suspension,  and  sporty 
accessories.  The  Vega 
Estate,  our  "Little 


M 

E 

kcti 

& 


Woody,"  has  simulated 
wood  paneling  down  the 
sides  and  on  the  tailgate. 
The  GT  and  Estate 
can  also  be  combined. 

Economy  you  I 
can  grow  with  > 

Each  version  has 
seats  for  four  plus  room 
for  cargo  in  back. 

All  give  you  3-speed 
transmission  standard, 
with  4-speed  or  automatic 
available.  But  what  else 
would  you  expect?  After  all 
Vega  is  part  of  the  full  line 
of  wagons  from  Chevrolet, 
America's  Family  Station 
Wagon  Builder. 

CHEVROLET 
MAKES 
FOR  AMERICA 


Chevrolet 
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Pardon  Our  Skepticism 

There's  a  manic-depressive  pattern  to  it  all.  The  stock  market  booms,  and 
the  printing  presses  pour  out  tracts  on  how  to  get  rich  in  stocks.  As  the 
tracts  reach  flood  tide,  the  market  is  usually  peaking.  Then  the  stock  market 
ebbs  and  the  experts— sometimes  the  same  ones— begin  explaining  to  the  pub- 
lic why  the  market  is  rigged  against  them.  After  stocks,  it  was  real  estate.  As 
1974  ends,  gold  is  in  the  manic  phase.  Not  a  day  passes  but  books,  pamph- 
lets or  letters  come  in  to  Forbes  promising,  if  not  riches,  at  least  in- 
stant inflation  protection  for  those  who  will  but  grasp  the  Golden  Grail. 

During  both  the  manic  and  the  depressive  phases  of  these  assorted  delu- 
sions, the  editors  of  Forbes  try  hard  to  keep  their  heads.  When  the  stock 
market  was  at  its  peak,  we  warned  against  hot  new  issues  and  ridiculously 
overpriced  growth  stocks.  Later  we  warned  about 
overoptimism   in  real  estate  and  in  tax  shelters. 

In  this  issue,  with  the  demand  for  gold  and 
gold  coins  at  a  shrill  pitch,  we  have  some  alarm- 
ing things  to  say  about  investing  in  gold— especial- 
ly gold  coins  ("The  $l-Billion  Hobby,"  p.  24). 
Great  journalism  frequently  results  from  an  acci- 
dental lead  that  an  alert  reporter  uncovers 
while  following  quite  a  different  story.  That's  how 
Senior  Editor  Frank  Lalli  got  started  on  "The 
$l-Billion  Hobby."  While  researching  an  article 
about  the  growing  popularity  of  treasure  hunts, 
he  learned  that  treasure  hunters  were  selling  coins 
that  experts  dismissed  as  "suspicious."  He  started 
to  wonder:  How  widespread  was  counterfeiting 
and  other  forms  of  fakery  in  the  gold  coin  busi- 
ness? Ably  aided  by  Reporter  Judith  Koblentz, 
and  Reporter-Researchers  Marilyn  Dammerman 
and  Kathleen  Wiegner,  Lalli  began  asking  ques- 
tions. The  more  they  probed,  the  more  they  were 
shocked.   Their  conclusion:    Not  only  the   whole 

gold  market,  but  entire  segments  of  the  rare  coin  business  add  up  to  one 
great  big  caveat  emptor. 

Lalli,  at  32  our  youngest  senior  editor,  is,  we  think,  in  the  very  best  tra- 
dition of  modern  investigative  reporters.  It  was  Lalli  who  in  1973  blew 
the  whistle  on  swindler  Harold  Goldstein  and  his  naked  commodity  options. 
His  article  on  inflation  ("Inflation:  You  Are  Losing  Your  Assets,"  Apr.  1) 
earned  him  a  coveted  first  prize  for  general  circulation  r  lagazines  from 
the  University  of  Missouri.  A  few  years  back  Lalli  received  a  John  Hancock 
award  for  his  piece  on  the  perils  of  investing  in  New  York  real  estate. 

There's  a  thread  running  through  this  article— as  there  is  through  the 
best  of  Forbes.  If  we  must  give  it  a  name  we  would  call  it  Healthy 
Skepticism.  Healthy,  because  we're  not  tearing  down,  but  trying  to  protect 
the  public  from  greed  and  folly;  Skepticism,  because  we  examine  the  motives 
of  the  "experts"  before  we  accept  their  words.  We  have  nothing  against 
gold  coins  any  more  than  we  had  against  new-issue  stocks  in  1968  and  1969. 
It's  only  that  our  healthy  skepticism  is  constantly  showing.   ■ 


Lalli 
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Before  you  buy 

your  first  bar  of  gold, 

Engelhard  suggests 

you  read  this. 


On  December  31, 1974  (or  earlier  if  authorized 
by  the  President),  you,  as  a  United  States  citizen, 
will  be  free  to  own  gold  in  any  form.  This  new  free- 
dom can  present  you  with  both  opportunities  and 
risks. 

Engelhard  is  the  largest  refiner  and  fabricator 
of  precious  metals  in  the  United  States.  Since 
Engelhard  gold  bars  will  be  available  at  financial 
institutions  after  legalization,  we  thought  it  would 
be  helpful  to  outline  some  considerations  that 
apply  to  the  buying  and  selling  of  gold. 

It  is  important  to  realize  that  transactions  in 
gold  bars  differ  from  most  transactions  you  may 
be  familiar  with,  such  as  buying  and  selling  stocks, 
bonds  and  real  estate.  Here  are  some  things  to 
think  about. 

1.  Decide  for  yourself  why  you  want 
to  buy  gold. 

For  centuries  many  people  have  considered 
gold  to  be  the  ultimate  store  of  value.  Some  people 
believe  that  gold  today  represents  a  hedge  against 
inflation,  tending  to  increase  in  value  over  the 
years  as  inflation  reduces  the  purchasing  power  of 
money.  Still  others  think  that  history  supports  the 
role  of  gold  as  being  most  valuable  in  periods  of 
deflation. 


You  may  want  to  buy  gold  for  these  or  oth  " 
reasons,  both  for  yourself  and  your  family  or  as 
gift.  This  is  for  you  to  decide. 


I 


.1 


2.  Consider  what  size  or  combination 
of  sizes  you  want  to  own. 

Engelhard  will  have  gold  bars  available  in  f" 
variety  of  sizes  for  sale  through  financial  institl 
tions.  The  sizes  are  expected  to  range  from  1/2  J 
100  troy  ounces,  as  follows:  1/2, 1, 5, 10, 16.075  (if 
kilo),  25, 32.150  (1  kilo),  50  and  100  ounce  bars. 

The  prices  of  these  bars  to  you  will  reflect  tt 
cost  of  the  gold  itself  plus  the  costs  of  manufactu 
ing,  insurance  and  shipping,  applicable  taxes  ar 
transaction  fees.  By  buying  larger  sizes,  rath* 
than  smaller  ones,  you  will  get  more  gold  for  yoi 
money.  For  example,  the  cost  of  a  single  10-oun< 
bar  at  any  given  time  will  normally  be  less  tha 
the  total  cost  of  10  individual  one-ounce  bars. 

3.  Decide  where  you  want  to  keep 
your  gold. 

You  can  keep  your  gold  yourself  or  have 
stored  for  you.  This  is  an  important  decision. 

If  you  take  possession  of  the  gold,  you  then  m 
be  concerned  with  how  to  store  it  safely  becaus 
of  its  value.  In  addition,  if  you  want  to  sell  yoi 


d  at  some  future  time  after  you  have  physically 
:eived  it,  each  bar  may  have  to  be  assayed  to  de- 
mine  to  the  satisfaction  of  the  buyer  that  it  is 
1  authentic  and  has  not  been  altered.  An  assay 


1  purity  of  this  bar 


Weight  of  this  bar  in  troy  ounces 


Engelhard  serial 
mber  of  this  bar 


An  internationally-recognized 
standard  of  authenticity 


i  complicated  chemical  analysis  of  gold. 
On  the  other  hand,  if  you  leave  your  gold  in  the 
stody  of  recognized  financial  institutions— with- 
t  your  ever  having  taken  physical  possession— 
u  can  avoid  charges  and  delays  due  to  the  neces- 
y  of  an  assay  on  resale.  You  should  consult  your 
ancial  institution  about  the  services  it  plans  to 
er  in  this  connection. 

Know  whaft  involved  if  you  want 
sell  your  gold. 

Many  financial  institutions  which  sell  gold  will 
)bably  also  repurchase  gold  from  you.  The  buy- 
[  prices  at  any  given  time  will  be  determined 
each  financial  institution.  However,  you  can 
)ect  that  the  buying  price  (the  "bid"  price)  will 
lower  than  the  then  current  selling  price  (the 
ked"  price). 

Remember,  too,  that  changes  in  the  price  of 
d  are  continuous— gold  prices  can  vary  mark- 
y  even  in  the  course  of  a  single  day.  Buying  and 
ling  gold  at  short  intervals  in  the  hope  of  making 
eculative  profits  can  be  full  of  dangers. 


5.  Be  certain  the  gold  you  buy  is  of 
unquestionable  authenticity. 

Your  best  protection  against  possible  counter- 
feiting or  fraud  is  the  mark,  stamped  on  the  gold 
bar  itself,  of  a  recognized  refiner— plus  the  integ- 
rity of  the  seller  from  whom  you  bought  it. 

The  mark  "Engelhard"  on  gold  is  an  interna- 
tionally-recognized standard  of  authenticity. 
Every  gold  bar  stamped  Engelhard  is  also  marked 
with  its  weight  in  troy  ounces  and  with  its  exact 
gold  purity.  And  every  Engelhard  bar  is  stamped 
with  a  registered  serial  number  providing  trace- 
ability  to  the  original  Engelhard  assay. 

Nevertheless,  it  must  be  recognized  that  gold 
(and  any  gold  refiner's  stamp)  is  subject  to  the 
danger  of  counterfeiting.  This  is  particularly  true 
once  gold  has  left  the  physical  possession  of  the 
financial  institutions.  For  our  part,  we  will  distrib- 
ute our  gold  bars  directly  to  leading  financial  in- 
stitutions. If  there  is  no  break  in  the  chain  of 
physical  possession  between  a  financial  institution 
and  yourself,  this  will  be  strong  additional  assur- 
ance against  the  risk  of  counterfeiting. 

In  any  event,  it  is  prudent  to  ask  for  Engelhard 
bars  whenever  you  buy  gold. 

For  further  information  on  buying  and  selling 
gold,  consult  any  financial  institution  dealing  in 
Engelhard  gold.  Or  write  the  Engelhard  Gold  In- 
formation Center,  430  Mountain  Avenue,  Murray 
Hill,  New  Jersey  07974. 


Engelhard: 
an  advancing  company. 

The  business  of  Engelhard  Minerals  &  Chemicals  Corpora- 
tion is  international  and  is  divided  into  three  broad  categories. 
They  are  the  marketing  of  ores,  minerals  and  metals;  the 
mining  and  processing  of  non-metallic  minerals;  and  the  re- 
fining and  fabrication  of  precious  metals,  including  gold. 

Engelhard  sales  and  earnings  have  been  growing  rapidly, 
as  shown  by  the  following  table. 

9  Months 
NetSales  1974  -YearJ973_      Year  1972 

and  Operating  Revenues  $3.7  billion  $3  billion  $1.9  billion 

Net  Earnings  $84  million  $52.5  million  $36.6  million 

Total  Assets  $1.2  billion  $1  billion  $797  million 

Stockholders' Equity  $385  million  $313  million  $279  million 


<c  1974  Engelhard  Minerals  &  Chemicals  Corporation 


ie  mark  ENGELHARD  on  gold  is  an  internationally-recognized  standard  of  authenticity. 


Is  industry 

fair-fetched  in 

Broward  County, 

Florida? 

Some  of  the  nation's  biggest 
names  in  industry  have  come  a 
long  way  to  settle  in  Broward 
County  (midway  between  Miami 
and  Palm  Beach.)  Motorola  from 
Chicago.  Bendix  from  Baltimore. 
Burroughs  from  Detroit.  And  so 
forth. 

We've  room  for  more  plants  en- 
gaged in  clean,  light  industry.  If 
you're  looking  for  a  great  place 
to  relocate,  we  know  just  the 
place. 

Coming  south?  We  suggest  you 
give  Broward  County  a  once-over. 
For  advance  information  on 
plants,  sites,  transportation, 
taxes,  living  conditions,  attach 
coupon  to  your  letterhead.  We 
will  reply  at  once,  in  confidence. 

'    Mr.  John  C.  Dabney  F1274 

I     BROWARD  INDUSTRIAL  BOARD  | 

I    2050  East  Oakland  Park  Blvd. 
Fort  Lauderdale,  Florida  33306 


Send  facts  for  industry  to: 

Name 

Title 

Firm 

Address 

City 

State 


~\ 


_Zip_ 


J 


I  iti: 

BROWARD  INDUSTRIAL  BOARD 

The  Broward  Industrial  Board  is  a  coalition  of 
the  Chambers  of  Commerce  of  Fort  Lauder- 
dale, Hollywood,  Pompano  Beach,  Plantation, 
Miramar-Pembroke,  Coral  Springs,  Margate, 
Hallandale,  West  Broward,  Deerfield  Beach, 
Davie,  Lauderdale-by-the-Sea,  Dania,  also  un- 
incorporated areas  and  Port  Everglades. 


Trends  &Tangents 


Foreign 


Motivating  Ivan 

A  note  from  Moscow's  Novosti  Press 
Agency  suggests  that  Soviet  econom- 
ic authorities  are  trying  some  imagi- 
native experiments  in  order  to  lift 
economic  output.  In  construction,  for 
example,  a  building  team  may  be  al- 
lotted an  estimated  amount  of  money 
for  a  project.  The  team  then  pays 
for  materials,  equipment  rental,  trans- 
portation, etc.  Part  of  the  savings,  as- 
suming the  quality  of  work  is  main- 
tained, goes  to  members  of  the  team 
as  a  bonus.  The  result,  so  the  report 
goes,  has  been  a  radical  change  in 
worker  earnings  and  attitudes.  Earn- 
ings have  gone  up  30%  to  40%,  and 
workers  are  concerned  about  idle  ma- 
chinery and  damaged  materials.  Fur- 
ther, building  time  has  been  cut, 
quality  has  been  improved  and  costs 
have  been  lowered. 

Flyer  In  Beef 

There's  a  new  wrinkle  in  U.S  air- 
lifts to  Asia:  cattle.  John  D.  Gersh- 
man,  president  of  Overseas  Develop- 
ment Corp.,  and  his  partner  Sanguine 
You,  a  university  president  in  Seoul, 
are  airlifting  5,000  head  of  cattle  to 
South  Korea  this  year  as  the  first 
stage  in  building  a  herd  expected  to 
total  100,000  head  by  1980.  The 
herd  will  be  fed  a  specially  devel- 
oped and  inexpensive  feed  consisting 
of  rice  straw,  plentiful  in  Korea,  laced 
with  molasses  and  urea,  a  nitrogen 
fertilizer.  Gershman  figures  revenues 
from  breeding  and  meat  sales  will  run 
around  $200  million,  producing  for- 
eign exchange  earnings  of  $100 
million.  Most  of  those  earnings  are 
expected  to  come  from  Japan,  where 
a  steak  is  considered  a  first-class 
house  present. 


Business 


The  "Good"  Word 

Last    month    Wyly    Corp.,    better 
known  and  promoted  in  palmier  days 

as  University  Computing,  reported 
a  nine-month  loss  of  only  $()!>(),()()(), 
or  8  cents  a  share,  on  revenues  of 
$157  million,  vs.  a  loss  of  77  cents 
per  share,  or  $6.4  million,  on  $151- 
million  revenues  in  the  same  L973 
period.  But  the  improvement  Isn't 
all  that  impressive.  Come  the  end  ol 
the  year,  Wyly  will  expense  certain 
preoperating  and  development  costs 
that  it  had  previously  capitalized, 
thereby  conforming  with  a  nev 
counting  principle  that,  il   it  had  been 


applied  at  the  end  of  the  third  quar- 
ter, would  have  reduced  sharehold- 
ers' equity  by  $35  million  and  in- 
creased the  net  loss  for  nine  months 
to  nearly  $11  million,  equal  to  $1.3( 
per  share. 

Strange  Taste 

The  recent  rash  of  books  on  Hitler 
has  resulted  on  the  auction  circuit  in 
a  sudden  increase  in  the  popularity 
of  Nazi  war  booty,  now  regarded 
as  "historical  material."  At  a  recent] 
auction  at  Sotheby  Parke  Bernet's  Los 
Angeles  galleries,  a  silver  matchbox 
holder  with  the  Nazi  eagle  and  Hit- 
ler's initials  on  it  was  gaveled  down 
at  $425,  while  a  silver  cheese  server 
from  the  same  set  brought  $250.  In- 
terest in  such  material  first  surfaced 
at  the  gallery  last  October,  when  an 
album  of  photographs  by  Hitler's  per- 
sonal photographer  brought  over 
$2,800,  and  prices  have  been  rising 
ever  since.  Most  of  the  material  sold 
comes  from  private  collections. 

Debug  It  Yourself 

In  a  recent  film  (The  Conversed 
tion) ,  an  electronic  security  agent 
demolishes  his  own  apartment  trying 
to  find  a  hidden  eavesdropping  de- 
vice. Now  a  Swedish  electronics  firm 
claims  to  have  developed  a  simple 
(Continued  on  pag(    S2) 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 


NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American    and    foreign    orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


I 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


i  4826 
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WHEREVER  IN  THE  WORLD  YOU  DO  BUSINESS 


LONG  DISTANCE  IS  THE  NEXT  BEST 
THING  TO  BEING  THERE. 


te 


Stronger  Federal  involvement 
in  the  US.  energy  industry  is 
heresy  to  some  oilmen.  Yet  we 
know  the  country  cannot  avoid 
future  energy  crises  without  a 


workable  national  energy  policy. 


The  policy  will  be  designed  and 


coordinated  in  Washington,  of 
course.  But  it  must  reflect  the 
ideas  of  all  of  us.  'Write  your 
congressman'  may  be  a  cliche. 
But  do  it  anyway." 


, 


Thornton  F.  Bradshaw 

President 

Atlantic  Richfield  Company 


If  you'd  like  more  information  write  us. 

P.O.  Box 71566 

Los  Angeles,  California  90071  AtianticRichfieidCom(«B 


Pctrotaum  Product*  of 


Readers  Say 


ow  About  Your  Ox? 

Sir:  Re  your  frequent  advocacy  of 
creased  gasoline  taxes.  You're  very 
)eral  with  other  people's  money.  I 
ake  my  living  on  the  road  and  gas  is 
y  biggest  expense.  I  would  instead 
•opose  a  60%  tax  on  newsprint  that 
nnot  be  passed  on  to  subscribers. 
— W.M.  Buescher 
Brookfield,  Wis. 

fhich  Comes  First? 

Sir:  In  "Other  Comments"  (Oct. 
5),  Norton  Simon  says,  "It  is  short- 
ghted  to  the  extreme  to  drill  for  more 
1  off  our  coasts  without  accelerating 
ogress  toward  ending  the  senseless 
aste  of  energy  in  our  transportation 
'Stems."  Suppose  a  person  needs  to 
juvenate  his  respiratory  system 
trough  a  program  of  aerobics,  simi- 
r  to  our  nation  needing  to  rejuvenate 
s  energy  supply,  but  the  person  ra- 
ises to  participate  in  the  proper  pro- 
*am  until  the  air  is  cleansed  of  pol- 
ition.  Does  this  make  sense?  Of 
mrse  not,  as  he  might  expire  be- 
>re  the  air  is  made  to  be  unpolluted. 
<ur  primary  goal  should  be  to  in- 
ease  the  domestic  supplies  of  oil 
id  gas.  Without  a  successful  effort 
ir  the  first  goal,  the  second  becomes 
nimportant— the  economy  won't  be 
istained. 

—J.I.  GlNNINGS 

Wichita  Falls,  Tex. 
et  It  All  At  Once 

Sir:  In  your  article  on  Mobil  (Nov. 
5),  you  suggest  that  Marcor  is  safe 
vv  from  a  takeover  by  Middle  East 
1  money.  What's  to  prevent  a  sheik 
om  buying  Mobil? 

—James  H.  Wilkinson  II 
Los  Angeles,  Calif. 

it  Twice 

Sir:    Re   "Shortages  Will   Be   With 

s   Again"    (Other   Comments,   Nov. 

5).  Corporations  should  be  allowed 

pay  dividends  out  of  pretax  earn- 

gs    not   only  vto   revive    the   capital 

arkets,  but  also  to  eliminate  the  big- 

6t   inequality  in  our  tax  structure— 

auble  taxation,  once  in  the  corpora- 

on's    hand   and   once   in   the    share- 

oickr's   hand.    No  other  form   of  in- 

ime  is  subject  to  taxes  twice. 

— Baruch  Halpern 
Brooklyn,  N.Y. 

iry  Solution 

Sir:  In  Fact  &  Comment  (Nov.  1) 

mi  tell  a  sad  story  of  how  you  came 

with  a  severe  cold  just  as  you 

about  to  give  Vitamin  C  credit 

(Continued  on  page  83) 
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Sarafee 

LIKES  IOWA 


IOWA  LIKES 
SARA  LEE 


And  that's  a  nice  arrangement,  any  way  you  slice  it.  Fact  is,  159  of 
America's  "Top  500"  companies  operate  436  plants  in  Iowa. 

You'll  like  Iowa,  too. 


Richard  I.  Powell,  Director,  Development  Division 

Iowa  Development  Commission,  250  Jewett  Bldg.  Dept.  FO  12 

Des  Moines,  Iowa  50309 

I'm  interested  in  Iowa.  Send  me  facts. 


Name_ 
Phone. 
Title 


Company- 
City 


State. 


_Zip. 


®Iowa 

a  place  to  grow 


ii 


What  is  the  current  direction  of  worldwide 
demand  for  shipping?  I 

Constant  tracking  gives  the  answer  I 

fortunately  there  is  a  bank  that 
can  answer  such  guestions  because 
it  specializes  in  maritime  financing.  I 

Irving  Trust  Company  Where  theres  more 
to  banking  than  just  money  I 


Irving  Trust    A  Charter 
Company         New  York  Bank 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


IT'S   TIME   TO   REMEMBER  THAT    ESCALATORS   GO   DOWN,   TOO 

In  connection  with  wage  escalation  clauses,  everyone  seems 
to  think  that  they  operate  in  only  one  direction— up. 
Some  may  soon  find  escalators  go  down,  too. 

THE  GOLD  BUGS  WILL  GLITTER 

even  more— before  they  go  a-glimmerin'. 

WANNA   KNOW  WHO'S   GOING  TO    MAKE   MONEY  FROM   GOLD? 

For  sure,  those  who  insure  the  stuff  for  those  who  buy  it.      Maybe,  Simmons   (Beautyrest  mattress)   Co. 
For  sure,  those  who  are  paid  to  store  it.  As  for  them  that  buys  it— 

For  sure,  those  who  get  a  fat  fee  for  assaying  it.  they  should  make  so  much. 

DO   YOU   BUY  THIS   DISTINCTION? 


Recently  George  Strichman,  cool  head  of  Colt  Indus- 
tries, made  this  observation  at  an  informal  roundtable 
on  *our  economic  problems:   "We  should  keep  one  thing 


in  mind— during  inflation  you  can't  buy  everything  you 
want;  but  during  a  depression,  a  severe  form  of  defla- 
tion, you  can't  buy  anything  you  want." 


THERE'S   WORRY  OVER   FUNDING  PENSION   PLANS 


and  not  without  reason. 

Most  of  the  most  soundly  funded  corporate  pension 
plans  were  already  troubled  by  the  painful  drop  in  the 
value  of  their  portfolios.  On  top  of  that  have  descended 
the  complex  and  as  yet  not  fully  comprehended  new  fund- 
ing requirements  recently  Congressed  into  law. 

The  euchring  that  so  many  received  in  the  shuffling 
of  corporate  pension  plans  during  conglomeration  or  as  a 
result  of  bankruptcies  certainly  sorely  needed  ending.  But, 
overall,  despite  the  market's  drop  and  the  increased  re- 
quirements, corporate  America  can  probably  still  better 
meet  its  commitments  in  the  decades   ahead  than   some 
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of  the  state  and  municipal  pension  funds  where  strikes  have 
resulted  in  retirement  plans  calling  for  less  than  a  couple 
of  decades'  work  and  at  incredibly  high  percentages  of 
working  pay.  When  the  time  comes  to  collect  on  some  of 
these  pension  plans,  there  isn't  going  to  be  enough  in 
the  till  to  meet  the  obligation  and  still  provide  govern- 
mental services. 

In  capitulating  to  absurdly  expensive  pension  demands 
—be  they  governmental  or  corporate— nothing  of  worth 
and  much  of  harm  is  the  result:  When  the  day  to  col- 
lect comes  due,  if  the  money's  not  there  it  can't  be 
paid  out. 
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La  GrenouUle— Invariably  superlative— 
with  no  charge  for  the  daily  fashion 
display  by  the  nibbling  Fashionables. 
La  Cote  Basque— li  you  haven't  dined 
with  Madame  Sp alter,  you  haven't 
dined  with  the  best. 
"21"— This    is    where    it's   at   in    New 


NEW   YORK'S   BEST  RESTAURANTS— 1974 

•    *    *    * 


Forbes  Magazine's 
RE  STAUftAHT  GUIDE 


York.  "21"  is  what  Maxim's  was— 
and  I  hope  it  never  gets  to  be  what 
Maxim's  is. 

Lutece— Combine   gastronomic   genius 
with   personable   indefatigability   and 
you  have  proprietor-chef  Soltner. 
La  Caravelle  Lafayette 


*     *     * 
The  great  good  news  of  1974  in  the  restaurant  world  was  the  addition  of  seven 
new  names  (see  reviews)  to  this  handful  of  great  Three-Star  dining  experiences. 

Benihana  (All  3)  The  Four  Seasons  La  Petite  Ferme  Le  Steak 

Dionysos  Hunam  Le  Cygne 


Gaylord  India— What  Hunam  did  for  Chinese  cui- 
sine in  New  York,  Gaylord  does  for  Indian. 
11  Rigoletto—A  new  three-star  find  in  the  Italian  res- 
taurant firmament.  For  starters,  the  best  stuffed 
mushrooms  in  town  and  a  duck  dish  the  likes  of 
which  you've  never  had  and  for  which  you  will  be 
lastingly  glad.  Unpretentious,  comparatively  afford- 
able. To  coin  a  phrase,  try  it,  you'll  like  it. 
La  Goulue—A  sheer  delight.  The  most  convincing 
decor  in  town  serves  as  backdrop  for  a  unique  am- 
bience and  good  food. 

Le  Cirque— Lucky  New  Yorkers— this  great  addi- 
tion to  the  New  York  posh  restaurant  plateau  is 
Making  It,  despite  the  heavy  odds  these  days  of  being 
heavily  overheaded.  A  great  oasis  for  the  midtown- 
ers  who  need  to  talk  business;   here  you  can  hear 


each  other  in  a  good,  gracious  place. 
Le  Jules  Verne— Worth  a  trip  to  the  Village  from 
anywhere.  Unpretentiously  superior,  with  the  most 
devastating  creme  brulee  known. 
Trattoria  da  Alfredo—Since  its  uncovery  by  New 
York  Magazine,  this  wee  Village  Italian  mecca  is 
tough  to  get  into  but  well  worth  the  reservation, 
usually  necessary  well  in  advance.  Atmospheric-less, 
unbelievably  reasonable  and  the  dishes  mostly  most 
superior.  No  liquor  license,  but  if  you  forget  to 
bring  your  own  wine,  there's  a  great  store  two  doors 
away.  Incidentally,  it's  the  perfect  setting  to  try 
that  unique  Italian  almond  flavored  liqueur,  Amar- 
etto— on  the  rocks. 

Quo     Vadis—  Back     in     full     three-star     bloom.     Its 
pheasant  Roti  Souvaroff  is  an  unmatched  triumph. 


Front  La  Petite  Ferme''s  signature  book: 

"Dear  Charles:  If,  in  fact,  we  are  what  we  eat,  then  tonight  we  are  beautiful." 


PICTURES 

OF 

FAMILIES 

often  are  used  on  Christmas  greet- 
ing cards.  I've  never  ever  seen 
one,  though,  that  is  more  amusing- 
ly suggestive  of  the  sender  than 
this  from  the  hard-driving,  tough- 
ly  successful  head  of  American 
Brands,  Bob  Hermann— once  man- 
aging editor  of  Forbes. 

NOT   ENOUGH   DISHWASHERS 

is  a  far  bigger  problem,  we  find,  than  too  many  cooks  do.  Cleaning  up  afterward  is  quite  another  matter, 
when  the  Forbes  family  gathers.  Wife,  daughters-in-law,  though.  If  only  half  the  hands  that  stir  the  potl  were 
sons  and  daughter  all  fancy  they  can  cook,  and  can  and       willing  to  clean  'em,  it  would  be  Ma's  millennium. 


GOOD   INTENTIONS 

and  goodwill  more  often  than  not  are  enough. 


THE   REAL  JOY 

is  in  the  contemplation. 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Meditation  in  Minneapolis 

I've  helped  establish  a  Zen  Center 
in  Minneapolis  and  we  have  imported 
a  great  Zen  Master.  ...  In  the  Far 
East  the  master  is  considered  a  living 
Buddha,  but,  in  Minneapolis,  they 
wonder  why  he  doesn't  have  a  job. 

—Robert  Persig,  author  of 

Zen  and  the  Art  of  Motorcycle 

Maintenance  in  the  New  York  Times. 

An  Unhar vested  Harvest 
Is  ISo  Harvest  at  All 

".  .  .  the  fundamental  idea  of  forest- 
ry is  in  the  perpetuation  of  the  forests 
by  use.  Forest  protection  is  not  an  end 
in  itself;  it  is  a  means  to  increase  and 
sustain  the  resources  of  the  country 
and  the  industries  which  depend  on 
them."— President  Theodore  Roosevelt, 
announcing  a  program  that  set  aside 
132  million  acres  of  public  land  as 
forest  reserves,  1901. 

We  already  have  the  forest  man- 
agement techniques  that  would  enable 
us  to  meet  and  even  exceed  the  na- 
tional goal  of  doubling  growth  on  U.S. 


timberlands  by  2020.  But  forest  indus- 
try companies  such  as  Crown  Zeller- 
bach,  which  manage  only  13%  of  the 
500  million  acres  of  commercial  forest- 
land  in  the  country,  already  supply 
nearly  one-third  of  our  total  forest 
product  needs.  To  meet  the  challenge 
of  the  future,  intensive  management 
practices  also  must  be  extended  more 
widely  to  the  other  87%  of  our  com- 
mercial timberlands,  which  are  owned 
by  independent  private  landowners 
(132  million  acres).  It  is  this  kind  of 
enlightened  management  of  our  only 
renewable  natural  resource  that  is 
making  a  reality  of  Teddy  Roosevelt's 
vision  in  calling  for  "perpetuation  of 
the  forests  by  use"  as  the  key  to  a 
new  era  in  American  forestry. 

—Crown  Zellerbach  Annual 
Report  Supplement. 

A  Madam  Saved 

Politicians  are  intrinsically  vain  and 
they  can't  reconcile  themselves  to  the 
likelihood  that  they  were  sent  to 
Washington  to  get  them  out  of  the 
neighborhood.     On     this     score,     we 


were  pleased  to  see  that  citizens  in 
Nevada  still  retain  their  sense  of  de- 
cency by  refusing  to  elect  a  certified 
madam  to  the  state  legislature.  They 
are  to  be  commended  for  saving  a 
dear  but  obviously  innocent  lady  from 
a  fate  worse  than  death. 

—Alan  Abelson,  Barrons. 

It's  All  of  Us 

We've  got  to  get  the  public  edu- 
cated as  to  what  conservation  is  all 
about;  it's  not  just  corporations  and 
companies— it's  the  guy  throwing  the 
beer  can. 

-William  C.  Liedke  Jr., 
quoted  in  Audubon  magazine. 

Toughest  Business 

Retailing  is  the  toughest  business 
but  with  the  most  satisfaction.  It's 
like  an  airport— something  taking  off 
or  landing  every  minute.  A  manufac- 
turing business  is  much  more  struc- 
tured and  much  more  disciplined. 

—William  M.  Fine, 

president,  Wamsutta  Domestics, 

quoted  in  W. 


Should  the  old  Reconstruction 
Finance  Corp.  be  revived? 

A  growing  number  of  people,  in- 
cluding some  leading  Democrats 
and  a  prominent  Wall  Streeter,  Fe- 
lix Royatyn  of  Lazard  Freres,  are 
answering  yes. 

The  Democrats  see  it  as  a  way 
of  preserving  jobs  in  ailing  corpora- 
tions; Royatyn  not  only  looks  upon 
it  as  a  means  for  bailing  out  the 
Lockheeds,  but  also  as  "an  instru- 
ment empowered  to  make  signifi- 
cant equity  investments  for  the 
long-term  resolution  of  financial 
problems"  and  as  a  "catalyst  of 
stimulation  in  many  areas." 

Many  corporations  are  financial- 
ly stretched  and  many  banks  are 
overextended.  But  that  does  not 
mean  the  Government  should  make 
it  a  permanent  policy  to  act  as 
nursing  home  for  geriatric  compan- 
ies and  investment  banker  for 
healthy  ones. 

The  original  RFC  was  created  in 
1932  to  make  emergency  loans  to 
credit  institutions  and  railroads.  It 
was  meant  to  moderate  an  epidem- 
ic of  bankruptcies. 

The  economic  conditions  of  to- 
day are  not  comparable  to  those 


A  NEW  RFC?   NO 

by  M.S.  Forbes  Jr. 

of  the  Depression,  where  even  the 
most  conservative  and  soundly 
managed  corporation  faced  possi- 
ble insolvency.  Letting  a  Lock- 
heed, a  W.T.  Grant  or  a  bagful  of 
REITs  go  bust  would  hardly  lead 
to  an  economic  collapse. 

As  for  banks,  where  a  major  fail- 
ure could  cause  a  financial  panic, 
there  is  the  Federal  Reserve  to  act 
as  a  lender  of  last  resort.  Moreover, 
if  the  Fed  deems  the  survival  of  a 
company  or  industry  essential,  it 
can  and  does  lean  on  banks  to 
maintain— and  even  extend— credit 
to  the  entities  in  question. 

It  is  wrong  to  believe  that  be- 
cause capital  markets  are  anemic 
today,  they  will  remain  that  way 
forever.  The  Arabs,  for  one,  are  be- 
ginning to  invest,  and  the  U.S. 
should  get  more  than  its  share. 

A  new  RFC  would  introduce  a 
dangerous  degree  of  inflexibility  in- 
to our  free-enterprise  system.  It 
would  throw  good  money  after  bad. 

Scrooge  had  the  best  comment 
for  all  that:  "Bah!  Humbug!" 

ABETTING  A  FOLLY 

One  of  the  most  chilling  events 
of  this  eventful  year  was  India's  ex- 


plosion of  a  nuclear  device  last 
May.  As  the  Director  General  of 
the  International  Atomic  Energy 
Agency,  Sigvard  Eklund,  rightly 
put  it,  "A  barrier  to  proliferation 
has  been  breached." 

At  a  time  when  millions  of  its 
citizens  are  facing  starvation,  India 
is  spending  at  least  $200  million 
annually  on  its  atomic  program. 

There  is  not  much  that  the  U.S. 
can  do  to  stop  India  from  its  folly. 
But  that  hardly  means  the  U.S. 
should  help  India  in  committing  it. 

Yet  the  U.S.  is  continuing  ship- 
ments of  enriched  uranirm  fuel  for 
a  key  Indian  atomic  power  plant, 
in  return  for  solemn  Indian  "assur- 
ances" that  none  of  the  plutonium 
produced  will  be  diverted  for  use 
in  an  explosive  nuclear  device. 

How  much  stock  should  we  put 
in  such  verbal  promises?  India,  af- 
ter all,  promised  Canada  that  its  nu- 
clear aid  would  be  used  for  peace- 
ful, energy-producing  purposes,  not 
explosions  or  bombs. 

The  U.S.  should  halt  shipments 
of  the  fuel  at  once.  India  needs 
food  far  more  than  atomic  prestige. 
If  her  government  won't  recognize 
that,  we,  at  least,  should. 
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K  may  be  easier  than  you 
think  to  convince  your 
key  people  to  relocate. 


HH9  In  June,  Allied  Van  Lines  spon- 

iHHj  sored  a  symposium  involving  lead- 

mP*^  ing  psychologists,  manpower  ex- 

_______         JE«fe  perts,  economists  and  manage- 

sKii^^^^!  >%SMSm  ment  consultants.  Once  again  we 
were  convinced  that  there  is  far  more  to  moving  a  family  than 
getting  its  furniture  from  one  town  to  another.  1 

This,  the  third  in  Allied's  pioneering  series  of  symposia, 
probed  beyond  the  mere  logistics  of  moving,  into  the  relatively 
unexplored  area  of  the  attitudes,  feelings  and  experience  of 
men  whose  lives  may  be  changed  by  a  corporate  decision.      I 

These  original  research  papers,  and  the  discussion  which 
followed  their  presentation,  exploded  a  few  myths  about  the 
relocation  process,  reinforced  other  opinions  and  opened  sev- 
eral new  areas  for  investigation.  More  importantly,  they  pro- 
vided significant  insights  into  how  your  employees  and  their 
families  can  ease  the  tensions  and  concerns  of  moving.  1 

These  findings  are  summarized  in  a  booklet  we'll  send  you 
free  for  the  asking.  For  your  copy  of  "The  Effects  of  Mobility 
on  the  American  Male  as  Employee  and  Head  of  Household/ 
write  to:  Marketing  Department,  Allied  Van  Lines, 
Inc.,  P.O.  Box 4403,  Chicago,  Illinois 60680. 
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Is  $11  oil 

destroying  Japan? 

Are  the  dark  clouds 

obscuring  the  rising  sun? 
Don't  underestimate  these  resource-poor 
but  resourceful  people. 


A  few  years  ago,  Japan  was  the  eco- 
nomic dragon  everybody  feared.  To- 
day, by  the  same  kind  of  superficial 
analysis,  Japan  is  finished— a  victim  of 
the  trebling  of  oil  prices.  Last  month's 
messy  fall  of  the  Tanaka  government 
is  pointed  out  as  a  symptom  of  spread- 
ing deterioration. 

The  case  for  Japan's  fall  from  af- 
fluence can  be  quickly  summed  up: 
Sure,  the  people  are  smart  and  resil- 
ient, but  what  good  are  brains  and 
energy  when  your  oil  bill  goes  from 
$7  billion  last  year  to  an  estimated 
$18  billion  this  year?  How  can  you 
export  enough  steel,  autos  and  elec- 
tronics products  to  close  that  kind  of 
gap?  Especially  when  most  of  the 
other  industrial  countries  are  in  the 
same  export-or-die  position  that  Ja- 
pan is  in. 

Such  are  the  doubts.  The  doubt- 
ers are  even  lumping  Japan  with  Italy 
and  Britain,  slated  for  early  bank- 
ruptcy, courtesy  of  the  Organization 
of  Petroleum  Exporting  Countries.  In 
Japan  itself,  <the  cocky  mood  of  the 
early  1970s  has  given  way  to  gnash- 
ing of  teeth  and  tearing  of  hair.  "The 
oil  crisis,"  laments  Osamu  Shimomura, 
a  distinguished  economist  and  an  ar- 
chitect of  Japan's  economic  policies, 
"clearly  showed  how  vulnerable  Ja- 
pan is  to  external  factors  beyond  its 
control.  The  easy  years  are  gone,  per- 


haps they  are  gone  forever." 

It  would  be  well,  however,  to  take 
Shimomura's  pessimism  with  a  grain 
of  salt.  "The  Japanese,"  says  A. 
Cushman  May,  Chase  Manhattan's 
head  man  in  Tokyo,  "tend  to  poor- 
mouth  themselves  and  see  things 
darker  than  they  really  are.  It  is  a 
kind  of  catharsis  they  go  through  be- 
fore mobilizing  themselves  for  action." 

May  is  saying,  and  Forbes  would 
agree:  Don't  sell  Japan  short.  The 
Japanese,  unlike  most  other  nations  of 
the  industrialized  world,  have  already 
begun  to  mobilize  effectively  against 
the  oil  crisis.  When  Japan's  current 
fiscal  year  ends  on  Mar.  31,  its  ex- 
ports will  probably  have  hit  $59  bil- 
lion—up a  tremendous  50%  over  the 
previous  year.  A  good  deal  of  that, 
of  course,  simply  represents  higher 
prices.  But  not  all  of  it:  The  physical 
volume  of  Japanese  exports  should 
be  up  about  20%. 

As  a  result,  Japanese  exports  will 
again  outpace  imports— including  oil 
—which  will  rise  only  about  44%,  to 
$55  billion.  That  will  leave  Nippon 
with  a  trade  surplus  near  $4  billion. 

That's  a  kind  of  miracle.  Japan  will 
have  absorbed  the  estimated  $11- 
billion  rise  in  oil  prices  with  some- 
thing to  spare. 

Of  course,  as  the  world  recession 
gets  worse,  the  Japanese  will  find  it 


harder  and  harder  to  keep  up  the 
pace.  Nevertheless,  the  Japanese  still 
have  a  great  deal  going  for  them. 

Efficiency,  for  example.  While 
wages  rose  32%  in  Japanese  industry, 
product  prices  rose  only  17%  at  the 
manufacturers'  level,  and  so  the  Jap- 
anese auto,  steel  and  chemical  indus- 
tries managed  to  remain  competitive 
in  world  markets  where  most  other 
people's  prices  were  rising  faster  than 
Japan's.  "Worldwide  inflation,"  says 
an  official  of  the  Ministry  of  Interna- 
tional Trade  &  Industry,  "is  keeping 
our  products  competitive  in  overseas 
markets." 

In  September  and  October,  in  spite 
of  continuing  outflows  of  capital, 
Japan's  overall  payments  were  in  sur- 
plus. For  the  fiscal  year,  the  overall 
deficit  will  be  less  than  $4  billion, 
about  half  of  last  year's.  Japan's  re- 
serves remain  impressive:  $13.5  bil- 
lion on  the  books  and  another  $5  bil- 
lion to  $8  billion  hidden  in  U.S.  gov- 
ernment securities  and  Japanese  bank 
deposits  in  the  U.S. 

In  a  quiet  way  the  Japanese  have 
been  doing  some  recycling  of  petro- 
dollars on  their  own.  By  October  Jap- 
anese banks  in  London  were  estimated 
to  hold  $2  billion  in  Middle  Eastern 
dollar  deposits— ten  times  the  level  of 
last  year.  "There  are,"  says  a  Swiss 
banker  in  Tokyo  with  Mideast  busi- 
ness contacts,  "two  countries  the 
Arabs  are  especially  interested  in  in- 
vesting in:  the  U.S.  and  Japan." 

But  what  about  Japan's  current  re- 
cession? For  the  first  time  since  World 
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War  II,  the  Japanese  economy  will 
show  no  growth  this  year;  it  will,  in 
fact,  probably  be  down  by  2%.  In  part, 
it  was  planned  this  way  to  free  prod- 
ucts for  export  by  means  of  a  merci- 
less tight-money  policy. 

Recession?  Japan's  unemployed  may 
pass  1  million  by  March,  but  even 
allowing  for  a  difference  in  the  way 
the  numbers  are  computed,  Japan's 
unemployment  rate  of  1.5%  compares 
favorably  with  the  U.S.'  7%.  Nor  are 
Japan's  planners  as  upset  about  un- 
employment as  they  say  for  the  rec- 
ord. Privately,  they  regard  it  as  a 
brake  on  wage  demands  during  next 
spring's  labor  offensive. 

When  labor  and  business  sit  down 
to  negotiate  in  the  spring  of  1975, 
government  officials  hope  wage  in- 
creases can  be  held  under  25%.  This 
sounds  like  an  alarming  figure,  but 
it  would  be  less  than  for  1974— which, 
big  as  it  was,  did  not  wreck  Japan's 
export  drive.  The  betting  is  that  labor 
will  start  asking  for  much  more,  but 
will  compromise  in  return  for  a  gov- 
ernment promise  to  loosen  monetary 
policy  and  put  more  money  into  so- 
cial welfare.  Consensus,  not  confron- 
tation, remains  the  Japanese  way. 

Ritual  Gloom 

In  short,  unlike  the  U.S.  and  most 
European  nations,  Japan  has  not  been 
content  to  muddle  through.  In  a  way, 
the  crying  poor  mouth  is  semidelib- 
erate— part  of  the  strategy.  A  way  of 
keeping  the  pressure  on  themselves. 

The  mood  of  confusion  and  worry 
that  hangs  over  the  business  com- 
munity is  real  enough,  but  it  may  be 
preferable  to  the  business-as-usu- 
al, pleasure-as-usual,  politics-as-usual 
mood  that  has  settled  over  the  U.S. 
after  the  early  shock  of  trebled  oil 
prices. 

"What  you  are  seeing,"  says  W. 
Bart  Johnson,  executive  director  of 
the  American  Chamber  of  Commerce 
in  Japan,  "is  the  public  airing  of  wor- 
ries as  the  leaders  psyche  themselves 
up  to  face  a  tough  challenge. 

"Don't  forget  this  about  the  Jap- 
anese: When  they  react,  they  usually 
react  powerfully.  But  first  they  brood 
and  suffer.  In  public.  It's  a  kind  of  na- 
tional ritual.  It  stems,  probably,  from 
their  almost  paranoid  national  con- 
corn  with  survival." 

Although  inflation  has  cut  into  the 
spendable  income  of  most  Japanese, 
the  nation  as  a  whole  continues  to 
save  money.  This  year's  savings  rate 
(the  difference  between  total  personal 
income  and  total  consumer  expendi- 
tures, including  taxes)  is  running  about 
23%,  up  three  points  over  last  year. 
That  puts  Japan  way  ahead  of  West 
Germany  (14.4%),  the  U.S.  (8.4%) 
and    Britain     (6.1%).    So    as    soon    as 
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the  government  relaxes  its  tight  mon- 
ey policy,  the  money  will  be  avail- 
able for  expansion  of  industry  and  of 
public  spending.  Whereas  in  the  U.S. 
companies  are  cutting  back  on  capital 
spending,  Japanese  companies  appar- 
ently are  getting  ready  to  increase 
theirs.  Whereas  there  are  serious 
doubts  whether  the  U.S.  can  find  all 
the  money  needed  to  expand  its  util- 
ities and  energy  industries,  Japan 
should  have  little  trouble,  considering 
its  high  savings  rate. 

As  usual,  scandals,  riots  and  so- 
cial unrest  make  headlines,  and  news- 
paper readers  could  be  pardoned  for 
thinking  that  Japan's  society  is  com- 
ing apart  at  the  seams.  However, 
things    that    don't    make    front-page 


news  indicate  that  Japan's  underpin- 
nings remain  strong. 

Says  Hisao  Kanamori,  a  leading 
economic  planner:  "Japan  is  going 
through  a  structural  evolution.  Per- 
haps it  was  accelerated  by  the  ener- 
gy crisis,  but  it  is  nothing  like  a  revo- 
lution." His  more  pessimistic  col- 
league, economist  Shimomura,  agrees: 
"Japan  faces  much  tougher  times,  but 
I  don't  think  social  discontent  will 
erupt  into  violence  or  political  up- 
heavals as  has  happened  in  other 
countries." 

Kakuei  Tanaka,  who  resigned  as 
Premier  late  last  month,  was  a  victim 
of  Watergate-like  scandals  and  the 
need  to  find  a  scapegoat  for  the  cur- 
rent economic  slowdown.  "The  Jap- 
anese," says  a  foreigner  well  acquaint- 
ed with  Nipponese  ways,  "copy  the 
Americans  in  everything,  even  in 
things  like  Watergate." 

But    the   indications    are    that    once 
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this  immediate  political  crisis  is  past, 
Japan  will  close  ranks  behind  its  new 
government.  "Tanaka,"  says  another 
foreign  resident,  "took  the  rap,  and 
the  Japanese  will  go  back  to  the  con- 
sensus-type decision-making  that  al- 
ways, sooner  or  later,  seems  to  take 
place  here." 

.  As  for  labor  unrest,  it  is  growing, 
but  is  still  fairly  modest  by  U.S.  and 
European  standards.  Proportionately, 
the  number  of  man-days  lost  in  strikes 
in  Japan  is  a  good  deal  less  than  in 
the  U.S.  and  much  less  than  it  is  in 
Great  Britain. 

One  of  the  most  frustrating  prob- 
lems for  American  businessmen  is 
American  labor's  reluctance  to  con- 
cede work  rules  changes  in  return  for 
higher  wages.  Not  so  in  Japan.  "Toy- 
ota," marvels  a  U.S.  businessman,  "has 
been  able  to  automate  and  move  men 
and  equipment  around  in  a  way  that 
would  drive  our  United  Automobile 
Workers  right  up  the  wall  if  General 
Motors  tried  to  do  the  same  thing." 
One  reason,  of  course,  is  the  practice 
of  lifetime  employment  still  prevalent 
in  most  big  Japanese  companies. 
There  is  not  the  same  fear  in  Japan 
as  in  the  U.S.  that  higher  productivity 
might    mean   fewer   jobs.    There    are 
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layoffs,  yes,  but  few  among  Japanese 
companies  of  the  status  of  General 
Motors  or  U.S.  Steel. 

True,  Japanese  productivity  will 
decline  this  year,  for  the  first  time 
since  1962.  Significantly,  however, 
the  decline  has  been  mostly  in  older 
industries  where  the  limits  of  auto- 
mation have  been  reached:  textiles, 
certain  basic  chemicals,  pulp  and  pri- 
mary metals. 

Seeing  the  handwriting  on  the  wall, 
Japanese  planners— who  have  real 
power,  as  opposed  to  their  U.S.  coun- 
terparts who  can  propose  but  not  dis- 
pose—have been  encouraging  these 
low-productivity  industries  to  move  to 
cheaper  labor  countries. 

One  of  the  big  reasons  Japan  is 
running  balance-of-payments  deficits 
in  spite  of  its  excellent  trade  picture 
is  the  continuing  outflow  of  capital  in 
overseas  investment  projects.  Japan 
invested  more  money  abroad  last  year 
than  it  did  in  the  three  previous  years 
combined.  Part  of  this  investment  has 
been  to  finance  the  export  from  Ja- 
pan of  these  older,  high-labor-content 
industries— textiles,  toys,  plywood  and 
consumer  electronics.  In  some  cases, 
whole  factories  have  been  shipped 
overseas.    Canon    (the    camera    com- 


pany) predicts  it  will  be  manufac- 
turing all  of  its  components  overseas 
within  a  few  years,  doing  only  the 
final  assembly  in  Japan.  The  more 
common  practice  is  the  setting  up  of 
joint  ventures,  not  only  in  low-wage 
countries  like  Thailand  and  Brazil, 
but  even  in  the  U.S.,  where  wage 
costs  are  now  comparable  with  those 
in  Japan.  Matsushita's  acquisition  of 
Motorola's  television  manufacturing 
business  is  part  of  a  bold  new  strategy 
to  hold  on  to  markets  by  means  other 
than  low-priced  exports. 

Darwinism 

There  has  been  a  good  deal  of 
hand-wringing  over  the  bankruptcy  of 
several  Japanese  companies,  includ- 
ing Netsugaku  Kogyo  Co.,  an  air-con- 
ditioner manufacturer,  and  Sakamoto 
Spinning,  a  textile  company.  You 
can,  of  course,  interpret  this  as  a  sign 
of  overall  economic  weakness.  Or,  you 
can  interpret  it  as  Japanese  economic 
Darwinism.  James  C.  Abegglen,  pres- 
ident of  the  Boston  Consulting  Group 
in  Tokyo  and  a  recognized  authority 
of  Japanese  business,  explains:  "Un- 
like Western  countries,  which  tend  to 
protect  inefficient  industries  for  social 
or  political  reasons,  Japan  only  pro- 
tects the  strong— the  companies  that 
will  be  most  competitive  in  the  fu- 
ture." Masaya  Miyoshi,  chief  econo- 
mist of  Japan's  powerful  Federation 
of  Economic  Organizations  (Keidan- 
ren),  says  the  same  thing  in  a  slight- 
ly different  way:  "The  oil  crisis  may 
turn  out  to  be  a  blessing  in  disguise. 
It  is  forcing  us  to  turn  more  swiftly 
to  the  task  of  restructuring  our  econ- 
omy along  the  lines  of  future  growth- 
oriented  industries." 

The  contrast  with  the  U.S.  is  al- 
most staggering.  Where  the  U.S.  pro- 


A  Weak  Stock  Market  (quote  board  above)  and  radical  demonstrations 
are  two  of  the  symptoms  of  the  strains  on  Japanese  society,  being 
unexpectedly  accelerated  by  the  energy  crisis.  But  student  demonstrators 
have  been  known  to  go  to  work  after  graduation  for,  say,  Mitsubishi. 


tects  a  weak  textile  industry  for  the 
sake  of  jobs,  Japan  exports  its  tex- 
tile industry  to  free  labor  for  more 
efficient  use.  In  Japan,  Lockheed 
would  be  unlikely  to  get  government 
help.  More  likely  it  would  be  merged 
into  a  strong  company  like  McDon- 
nell Douglas  or  Bockwell  International 
—with  the  government  providing  in- 
centives to  the  acquiring  company. 

The  U.S.  Government  attacks  In- 
ternational Business  Machines  and 
American  Telephone  &  Telegraph, 
two  of  our  best  companies;  it  protects 
Lockheed  and  the  textile  industry.  In 
Japan  it  would  be  the  other  way 
around. 

The  Japanese  clearly  distinguish 
among  two  kinds  of  industries:  sunset 
industries  and  sunrise  industries,  the 
former  declining,  the  latter  rising.  Of 
the  9,400  companies  that  went  un- 
der in  the  first  ten  months  of  this 
year,  most  were  sunset  companies. 

When  a  sunrise  company  is  in  trou- 
ble, the  government  rarely  lets  it  go 
under.  For  example,  in  September,  a 
medium-sized  textile  spinner  went 
bust,  leaving  Toyo  Menka,  a  major 
trading  company,  holding  the  bag  for 
$16  million  in  unsecured  debt.  The 
government  quietly  let  the  textile 
company  go  under,  but  stepped  in 
and  bailed  out  the  trading  company. 
Says  Chase  Manhattan's  Cushman 
May:  "You  can  see  all  of  this  as  part 
of  a  continuing  industrial  evolution 
that  is  pushing  Japan  to  a  new  stage 
of  economic  development." 

As  part  of  this  reshuffling  process, 
the  Japanese  are  alleviating  some  of 
their  pollution  problems.  A  group  of 
Japanese  oil  refiners  are  building  a 
$120-million  oil  refinery  in  Indonesia 
that  will  process  Middle  Eastern  crude 
for  the  Japanese  market.  The  Indo- 
nesians accept  the  pollution  to  get 
badly  needed  jobs  and  capital;  the 
Japanese  get  slightly  cleaner  air,  an 
assured  supply  of  oil  and  a  profitable 
investment.  This  is  only  one  of  a  num- 
ber of  such  deals. 

As  heavy  industry  and  labor-inten- 
sive industry  move  abi  oad,  Japan  will 
try  to  concentrate  on  things  like  com- 
puters, aircraft,  industrial  robots, 
atomic-energy  equipment,  fine  chem- 
icals, special  ceramics,  ocean-exploi- 
tation equipment,  communications 
equipment,  large  construction  ma- 
chinery and  even  electronic  musical 
instruments.  "We  will,"  concedes  Kei- 
danren  economist  Miyoshi,  "have  to 
challenge  the  long-established  posi- 
tion of  America  and  many  European 
countries  in  products  of  high  tech- 
nology. We  have  no  choice." 

This  is  easier  said  than  done,  of 
course.  Japan  has  never  been  noted 
for  basic  research.  Its  talents  have 
been    more    in    production    efficiency 
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and  in  adding  small  features  to  other 
people's  developments.  However,  in 
some  specialized  areas  the  Japanese 
have  already  shown  what  they  can 
do.  Hitachi  is  a  world  leader  in  in- 
dustrial robots;  Ishiharajim  Heavy  In- 
dustries in  automated  shipbuilding; 
Fujitsu  in  numerally  controlled  ma- 
chinery; Toyota  in  automated  assem- 
bly line  equipment.  Meanwhile  five  of 
Japan's  biggest  interests:  Mitsubishi, 
Mitsui,  Sumitomo,  Sanwa  Bank  and 
the  Fuyo  Group  are  coordinating  their 
ocean-development  interests.  (Is  the 
U.S.  Department  of  Justice  paying 
any  attention?) 

Hedging  The  Bets 

For  all  of  these  positive  develop- 
ments, there  is  no  question  but  that 
Japan's  survival  depends  more  than 
ever  on  world  trade.  Without  doubt, 
world  trade  is  in  trouble  as 
the  OPEC-induced  world  recession 
spreads.  Aware  of  this,  the  Japanese 
have  carefully  hedged  their  bets. 
Their  exports  to  the  Middle  East  will 
rise  140%  this  year— nearly  three  times 
as  fast  as  their  total  exports.  North 
America  and  Western  Europe,  which 
have  accounted  for  nearly  half  of  Ja- 
pan's exports  in  recent  years,  will  be 
only  about  43%  this  year.  The  Jap- 
anese have  been  very  active  in  Af- 
rica, sometimes  offering  goods  and  in- 
vestments on  favorable  terms  in  re- 
turn for  a  local  easing  of  restrictions 
on  Japanese  imports.  They  have  been 
frequent  visitors  to  Burma,  once  a  rich 
country,  now  poor  and  closed,  but 
showing  signs  of  opening  its  doors 
again  to  foreigners. 

The  Japanese  may  not  be  loved  in 
Africa  and  in  the  Pacific,  but  they 
are  respected.  Indonesians  have  been 
known  to  riot  against  them,  but  it 
was  Nippon  Steel  that  in  October 
snared  a  $200-million  contract  to 
build  a  140-mile  pipeline  there;  Jap- 
anese trading  companies  will  be  the 
middlemen  on  the  job.  "Europe  and 
the  U.S.  will  continue  to  be  impor- 
tant to  Japan,"  says  Michael  Bianco, 
Loeb  Rhoades'  man  in  Tokyo,  "but 
Japan's  real  future  lies  right  here  in 
Asia." 

Nowhere  is  this  more  evident  than 
in  Japan's  booming  trade  with  China. 
While  the  rest  of  the  world  has  talked 
about  China  as  a  prospective  mar- 
ket, Japan  has  made  huge  inroads. 
In  1970  Japanese  exports  to  China 
were  a  trickle;  this  year  they  will  hit 
over  $3  billion.  Among  Japan's  heavi- 
est exports  to  China  are  agricultural, 
mining  and  electrical  machinery  and 
synthetic  fibers.  Japan,  in  its  turn,  has 
become  a  good  market  for  Chinese 
goods,  but,  even  so,  the  balance  of 
trade  will  be  favorable  to  Japan  to 
the  tune  of  $900  million. 


Action,  Not  Talk 

For  nearly  a  year,  since  the  Arab 
oil  embargo  and  rising  oil  prices,  the 
U.S.  has  been  talking  about  how  to 
cut  energy  consumption.  The  Japa- 
nese, by  contrast,  have  been  acting: 
They  have  cut  their  use  of  oil  by  10% 
in  just  one  year.  How? 

First,  the  government  raised  gasor 
line  taxes  by  more  than  30%,  sending 
up  the  price  at  the  pump  from  83 
cents  in  October  1973  to  more  than 
$1.40  a  gallon  today.  But  this  was 
more  for  show  than  for  results.  Un- 
like the  U.S.,  where  automobiles  and 
homes  consume  two-thirds  of  the  oil, 
in  Japan  the  chief  consumer  is  indus- 
try. The  Japanese,  therefore,  had  to 
cut  industrial  production,  and  they 
did;  in  September  industrial  produc- 
tion was  down  7%  from  a  year  earlier. 

In  the  long  run,  the  government  is 
determined  to  make  its  industrial 
plant  less  energy-intensive.  This 
means  that  only  the  strongest  and 
most  efficient  companies  in  energy-in- 
tensive industries  such  as  textiles,  pa- 
per and  cement  will  be  kept  alive. 
The  government's  idea  is  to  encour- 
age data  processing,  scientific  instru- 


ments and  others  of  what  the  Jap- 
anese call  "knowledge-intensive"  in- 
dustries. The  reasoning  is  simple  and 
sound:  It  profits  Japan  not  at  all  to 
win  export  markets  at  the  cost  of 
steadily  increasing  energy  imports. 

At  the  same  time,  the  Japanese 
are  slowly  building  their  oil  invento- 
ries, from  the  60-day  level  that  pre- 
vailed at  the  time  of  the  embargo 
toward  a  target  of  a  90-day  supply 
within  two  years. 

The  oil  crisis  shook  Japan.  Slowly 
but  surely  the  nation  is  reacting  to 
the  shock. 


Save 
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While  Japan's  trade  with  China  is 
flourishing,  the  U.S.'  trade  with  Chi- 
na is  languishing.  Our  exports  to  Chi- 
na this  year  will  be  only  about  one- 
half  of  Japan's,  and  the  bulk  consists 
of  emergency  purchases  of  foodstuffs. 
For  our  part,  the  U.S.  will  be  tak- 
ing only  a  little  over  $100  million  in 
goods  from  China. 

The  Japanese  are  very  interested 
in  Chinese  oil.  China's  still  small  oil 
output  has  been  increasing  by  an  av- 
erage of  20%  annually  since  1965  and 
will  be  about  500  million  barrels  this 
year— still  tiny.  This  year  Japan  will 
take  about  7%  of  it.  This  provides 
barely  2%  of  Japan's  needs  but  it  may 
rise  to  4%  next  year.  Some  Japanese 
are  predicting  that  by  1980  China 
will  be  a  major  producer  and  export- 
er of  oil,  and,  hence,  Japan  will  no 
longer  be  at  the  mercy  of  Arabs  and 
Iranians.  Meanwhile,  every  yen  that 
goes  to  China  for  oil  is  almost  certain 
to  come  right  back  in  payment  for 
Japanese  equipment.  China,  unlike 
Saudi  Arabia,  is  an  almost  bottom- 
less market.  To  encourage  the  hesi- 
tant Chinese  to  deal  with  them,  the 
Japanese  are  paying  $12.80  a  bar- 
rel, a  premium  over  even  OPEC's  high 
prices.  But  Japan  considers  this  pre- 
mium a  small  price  for  getting  its 
foot  further  into  this  highly  promis- 
ing door. 

All  this  is  not  to  predict  that  Ja- 
pan single-handedly  can   survive  the 


energy  crisis.  It  is  becoming  clear  that 
the  industrial  world  cannot  live  on 
$11  oil,  and  no  amount  of  "recycling" 
will  change  this  fact;  the  money  that 
Arab  members  of  OPEC  are  pulling 
out  of  the  world  economy  is  slowly 
deflating  the  whole  system.  Japan,  de- 
pendent as  she  is  on  trade,  cannot 
trade  with  nations  that  cannot  pay. 
But  if  oil  prices  can  be  brought  down 
to  a  reasonable  level,  Japan  can  be 
expected  to  do  very  well  in  the  re- 
oriented world  that  results.  Certain- 
ly the  Japanese  are  scared  about  the 
present  situation.  Anyone,  anywhere, 
who  isn't  scared  simply  doesn't  un- 
derstand what  has  happened  to  the 
world  since  OPEC  tripled  the  price 
of  oil.  But  don't  mistake  Japan's  cur- 
rent wave  of  self-evaluation  for  na- 
tional despair. 

"Our  economy,"  says  economic 
planner  Kanamori,  "still  possesses  a 
high-quality  labor  force,  a  positive 
attitude  by  corporate  management 
and  a  great  capacity  for  accumulat- 
ing capital.  We  probably  won't  get 
back  to  our  old  10%  growth  rate,  hut 
I  can  see  a  7%  annual  rate  all  the 
way  to  1985." 

We'll  leave  the  last  word  to  Wil- 
liam H.  Dizer,  head  of  E.I.  du  Pout's 
Far  Eastern  operations  and  a  25-yeai 
Tokyo  resident.  "Survival,"  he  s.t\s. 
"is  second  nature  to  the  Japanese 
They  imbibe  it  with  their  mother*! 
milk."   ■ 
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Ripe  For  Picking? 

Earlier  this  fall,  Morgan  Guaranty  money  manager  Carl 
E.  Hathaway  spelled  out  for  Forbes  (Oct.  15)  his  idea 
of  a  bargain  in  today's  market:  a  stock  selling  at  half  of 
book  value  and  two-thirds  of  working  capital,  with  a  well- 
secured  dividend  and  sales  over  twice  market  value. 

This  intrigued  a  New  York  computer  service  outfit  named 
Investors  Management  Sciences,  which,  after  consulting 
with  Forbes,  did  a  computer  scan  late  last  month  of  a  large 
number  of  both  listed  and  over-the-counter  stocks  to  see 
which  would  meet  the  criteria.  Surprisingly,  over  150  Big 
Board  stocks  did,  so  Forbes  stiffened  the  dividend 


re- 


quirement by  including  only  companies  whose  latest  12 
months'  earnings  were  at  least  2%  times  their  dividend. 
The  result  was  the  108  companies  listed  below. 

There  are  many  solid  big  stocks  on  this  list:  Interna- 
tional Harvester,  Bendix,  Reynolds  Metals.  In  some  cases, 
of  course,  earnings  will  be  sharply  lower  from  here  on, 
but  that  is  another  question.  The  real  value  in  the  list 
lies  in  its  pinpointing  of  values,  backed  by  assets  and 
working  capital  and  paying  dividends  which  are— although 
not  in  every  case— well  protected  against  foreseeable  earn- 
ings declines. 

Unless  all  the  old  rules  are  out  of  the  window,  a  good 
many  of  these  stocks  will  prove  to  be  bargains  indeed 
in  the  years  ahead.  ■ 


Stock 

Stock 

Stock 

Stock 

Price/ 

Price  to 

Price  to 

Price/ 

Price  to 

Price  to 

Recent  Earnings 

Dividend 

Book 

Working 

Recent  Earnings 

Dividend 

Book 

Working 

Company 

Price 

Ratio 

Yield 

Value 

Capital 

Company 

Price 

Ratio 

Yield 

Value 

Capital 

A-T-O 

3.75 

2.8 

5.3 

.27 

.27 

M  Lowenstein 

9.75 

2.8 

10.3 

.21 

.20 

Adams-Millis 

2.00 

3.7 

10.0 

.20 

.28 

MacAndrews  &  Forbes 

6.75 

2.3 

8.9 

.32 

.62 

Ahmanson  &  Co 

6.88 

3.8 

2.9 

.34 

.32 

Macmillan 

3.75 

2.8 

6.7 

.21 

.30 

Alco  Standard 

7.13 

3.2 

5.6 

.45 

.52 

Massey-Ferguson 

12.63 

3.7 

5.7 

.46 

.53 

Allegheny  Ludlum  Inds 

22.25 

2.6 

7.2 

.36 

.61 

McCord  Corp 

8.75 

3.6 

11.0 

.38 

.51 

Allen  Group 

4.25 

3.2 

9.4 

.24 

.25 

McNeil  Corp 

7.63 

3.7 

10.5 

.33 

.45 

Allis-Chalmers 

7.50 

4.3 

3.5 

.22 

.34 

Mohawk  Rubber 

9.50 

2.8 

10.5 

.36 

.29 

Alpha  Portland  Inds 

7.00 

2.9 

10.3 

.25 

.45 

Monarch  Machine  Tool 

10.00 

3.9 

8.0 

.32 

.51 

AMBAC  Inds 

7.50 

4.1 

6.7 

.49 

.59 

Munsingwear 

11.63 

4.9 

9.3 

.43 

.42 

Ames  Dept  Stores 

3.25 

3.1 

3.1 

.39 

.48 

National  Inds 

3.88 

2.1 

5.1 

.32 

.50 

Avnet  Inc 

5.00 

2.4 

6.0 

.38 

.29 

National  Presto 

23.25 

3.6 

7.3 

.45 

.53 

Bath  Inds 

5.75 

4.2 

7.0 

.37 

.50 

Oak  Inds 

5.88 

2.0 

6.8 

.29 

.43 

Bendix  Corp 

20.38 

4.4 

8.8 

.38 

.58 

Oneida  Ltd 

7.13 

3.9 

10.7 

.29 

.30 

Brown  &  Sharp 

5.00 

4.9 

4.0 

.25 

.39 

Outboard  Marine 

12.00 

5.9 

10.0 

.46 

.65 

Budd  Co 

7.63 

2.4 

10.5 

.25 

.50 

Outlet  Co 

7.75 

3.3 

9.0 

.37 

.58 

Bulova  Watch 

8.25 

4.6 

8.5 

.38 

.26 

Oxford  Inds 

8.13 

2.2 

7.4 

.39 

.36 

Carrier  Corp 

6.63 

4.9 

8.0 

.47 

.50 

Perm-Dixie 

4.63 

3.4 

5.2 

.24 

.55 

Chelsea  Inds 

6.00 

1.6 

6.7 

.34 

.48 

Peoples  Drug  Stores 

3.88 

6.1 

5.2 

.26 

.33 

Chromalloy  American 

8.75 

3.8 

8.0 

.49 

.64 

Phillips-Van  Heusen 

4.50 

11.9 

9.6 

.20 

.20 

Chrysler 

8.50 

4.9 

16.5 

.18 

.43 

Raybestos-Manhtn 

17.50 

4.2 

8.6 

.38 

.49 

Cone  Mills 

17.00 

3.4 

7.1 

.34 

.55 

Reeves  Bros 

17.00 

3.2 

10.6 

.39 

.50 

Cummins  Engine 

14.00 

3.5 

6.8 

.45 

.63 

Reliance  Group 

6.75 

12.3 

5.9 

.25 

.06 

Cyclops 

19.75 

2.1 

7.1 

.28 

.46 

Reynolds  Metals 

16.13 

2.3 

6.2 

.41 

.60 

Dan  River  Mills 

5.50 

2.7 

10.9 

.21 

.22 

Riegel  Textile 

10.00 

2.9 

12.0 

.33 

.40 

Dennison  Mfg 

12.25 

3.5 

7.4 

.38 

.54 

Rite  Aid 

3.25 

5.2 

3.7 

.49 

.67 

Dymo  Inds 

6.88 

3.3 

5.8. 

.38 

.41 

Robertshaw  Controls 

9.63 

5.5 

9.4 

.41 

.53 

Esquire  Inc 

4.13 

2.5 

7.8 

.34 

.35 

Roper  Corp 

10.75 

3.4 

10.2 

.35 

.60 

Faberge 

5.25 

3.4 

7.6 

.29 

.51 

Russ  Togs 

6.13 

3.0 

12.4 

.49 

.66 

Fansteel 

8.88 

4.0 

4.5 

.39 

.47 

SCM 

10.13 

2.7 

4.9 

.35 

.40 

Fisher  Scientific 

5.00 

8.2 

4.0 

.36 

.36 

Scovill  Mfg 

8.13 

3.6 

12.3 

.35 

.59 

Food  Fair 

4.50 

3.8 

4.4 

.24 

.30 

A  O  Smith 

7.13 

4.6 

10.9 

.20 

.31 

CAF 

7.88 

3.5 

6.6 

.31 

.44 

Sola  Basic 

6.88 

3.2 

8.7 

.39 

.46 

Camble-Skogmo 

21.13 

3.8 

6.6 

.44 

.50 

Springs  Mills 

8.25 

2.5 

9.1 

.26 

.37 

GF  Business  Eq 

5.00 

3.5 

6.4 

.27 

.39 

Standex  Int'l 

8.00 

3.2 

6.0 

.37 

.42 

B  F  Goodrich 

17.13 

4.2 

6.5 

.34 

.56 

Stanray  Corp 

6.88 

3.8 

8.7 

.49 

.57 

Gordon  Jewel 

7.13 

3.6 

4.5 

.48 

.56 

Sterchi  Bros 

5.13 

4.8 

9.4 

.42 

.31 

Gray  Drugs 

5.9 

2.7 

6.8 

.28 

.30 

J  P  Stevens 

10.88 

3.0 

11.0 

.32 

.40 

Hanes  Corp* 

6.5 

2.7 

9.2 

.26 

.32 

Stude-Worth 

23.75 

3.0 

5.6 

.31 

.28 

Harnischfeger 

23.13 

3.7 

6.1 

.46 

.56 

Southwest  Forest 

4.88 

2.3 

4.1 

.19 

.37 

Harris  Corp 

14.00 

5.0 

8.6 

.45 

.46 

Talley  Inds 

5.25 

3.9 

11.4 

.28 

.25 

Hydrometals 

5.00 

3.2 

4.0 

.36 

.32 

Trane  Co 

13.25 

9.4 

7.2 

.43 

.61 

Inmont  Corp 

6.00 

3.5 

6.7 

.37 

.49 

Triangle  Inds 

11.00 

3.1 

8.2 

.42 

.37 

Int'l  Harvest 

20.13 

4.6 

8.0 

.42 

.63 

Triangle  Pacific 

6.50 

3.1 

6.2 

.31 

.38 

Johnson  Service 

7.63 

6.8 

10.5 

.34 

.40 

United  Merchants 

13.88 

2.7 

10.1 

.28 

.24 

Jonathan  Logan 

5.38 

3.7 

7.5 

.18 

.36 

Wallace-Murray 

6.50 

2.6 

9.2 

.22 

.25 

Kane-Miller 

9.13 

2.2 

1.8 

.30 

.58 

Warnaco 

7.50 

2.7 

10.7 

.32 

.29 

Kayser  Roth    , 

10.38 

6.8 

5.8 

.33 

.23 

Warner  &  Swasey 

12.50 

3.9 

9.6 

.37 

.56 

Keller  Inds 

5.13 

3.3 

9.8 

.43 

.46 

Western  Publg 

10.00 

3.6 

7.6 

.45 

.52 

Keystone  Consol 

16.00 

2.2 

6.3 

.29 

.43 

Weyenberg  Shoe 

12.25 

4.3 

10.5 

.45 

.51 

Walter  Kidde 

10.00 

2.5 

6.0 

.30 

.39 

Wheel  Pitts  Steel 

19.75 

1.3 

7.1 

.23 

.40 

Kroehler  Mfg 

9.50 

4.6 

8.4 

.23 

.37 

White  Motor 

8.88 

2.4 

4.5 

.31 

.33 

Leeds  &  Northrup 

8.88 

5.1 

5.6 

.40 

.39 

Wieboldt  Stores 

2.75 

4.1 

10.2 

.26 

.50 

Leesona 

8.00 

2.3 

6.3 

.34 

.44 

Zale 

10.25 

4.2 

7.4 

.46 

.59 

Londontown 

5.50 

3.1 

7.3 

.31 

.35 

Zurn  Inds 

4.38 

2.9 

6.4 

.41 

.33 
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Say  It  Isn't  So,  Sam 

But  it  is,  says  master  builder  Sam  Lefrak;  the 
real  estate  situation  is  a  mess,  and  only  drastic 
action  can  straighten  things  out. 


Swii  n.  Lefrak,  56,  owns  a  85-foot 
yacht,  a  big  collection  of  Gauguins, 
Chagalls  and  Picassos— and  owns  or 
manages  260,000  apartments,  mostly 
around  New  York  City.  Without  ques- 
tion, Lefrak  is  the  world's  largest  pri- 
vate landlord.  And  we  mean  private: 
He  and  his  family  own  Lefrak  Organi- 
zation, lock,  stock  and  computer;  no 
outside  stockholders,  no  partners.  He 
inherited  his  father's  smallish  con- 
struction business,  then  built  it  to  its 
present  eminence. 

Forbes'  Howard  Rudnitsky  recently 
interviewed  Lefrak  for  his  views  on 
the  troubled  real  estate  situation.  It 
was  quite  an  interview.  Lefrak  doesn't 
just  sit  quietly  and  answer  questions. 
He  pops  up  and  down,  strides  around 
his  office,  jabs  at  the  air  and  punches 
his  fist,  turning  himself  on  as  he  talks: 

"The  Government's  running  around 


holding  conferences  on  housing  and 
how  to  revive  it,"  sneered  Lefrak.  "I'll 
tell  'em.  They've  been  living  on*  bor- 
rowed money.  Everyone  in  the  Gov- 
ernment and  in  the  housing  business 
is  up  to  their  ass  in  debt.  So  now 
they've  got  to  pay  usurious  interest 
rates.  The  party's  over:  The  Arabs 
call  the  tune  now,  so  we've  got  to 
conserve,  tighten  our  belts. 

"Why  didn't  those  usurers  [i.e.,  the 
bankers]  call  me  before?  Now  they're 
asking  me  questions  about  the  guys 
they  lent  money  to  two  years  ago. 
Their  projects  are  in  trouble,  so  now 
they  beg,  'Sam,  bail  me  out.' ' 

So,  real  estate  is  a  disaster  area: 
"Over  the  past  two  years  we've  cut 
back  from  4,000  construction  workers 
to  below  3,000,  and  if  we  have  to,  we 
can  cut  back  lots  more.  I've  been  get- 
ting liquid  for  over  a  year  and  a  half. 


Lefrak  of  Lefrak  Organization 

We  have  no  short-term  debt.  I 
wouldn't  pay  these  usurious  rates. 

"Stockholders?  Who  needs  them? 
Stockholders  have  this  thing  about 
earnings  per  share.  I  run  this  com- 
pany for  myself  and  my  employees. 

"High  leverage  is  out.  The  guy 
who's  free  and  clear  or  with  the  low 
debt  will  survive.  Housing  is  hit  the 


But  Ceteris  Are  Never  Paribus 


Those  seeking  guidance  from  the  economists  frequently  find  that 
those  social  scientists  inhabit  a  rather  closed  world. 


Economics,  the  word  is  out,  is  sweep- 
ing the  colleges.  From  being  the  dis- 
mal science,  it  has  suddenly  become 
the  glamorous  science.  A  Forbes  spot 
check  of  colleges  across  the  country 
found  that  enrollment  in  the  subject 
is  up  30%  or  so  over  the  past  few 
years.  (A  freshman  at  Middlebury 
College  [Vermont]  this  fall  had  to 
get  in  line  at  6  a.m.  to  assure  a  place 
in  first-year  economics;  he  found  oth- 
ers had  spent  the  night  in  their  sleep- 
ing bags  to  get  a  head  start.) 

Nobody's  quite  sure  why.  Some 
say  it's  the  new  preoccupation  among 
students  for  making  a  living  in  a  sud- 
denly less-secure  world.  Others  say  it's 
the  explosion  of  economic  news 
crowding  politics  off  the  front  pages. 

Whatever  the  reasons,  we  wonder 
how  much  real  enlightenment  the  stu- 
dents will  find.  They  may  find,  as  we 
at  Forbes  have,  that  listening  to  econ- 
omists trying  to  diagnose  what  ails 
the  U.S.  economy  these  days,  is  like 
listening  to  medieval  philosophers  de- 
bating the  causes  and  cures  of  bu- 
bonic plague:  The  talk  is  intellectual- 
ly   impressive,   but   it  is   not   too  use- 


ful and  it  is  very  depressing. 

Recently,  for  example,  a  Forbes 
reporter  journeyed  to  Providence,  R.I., 
where  some  leading  economists  were 
gathering  to  compare  notes  on  "mone- 
tarism" at  Rrown  University's  turn-of- 
the-century  and  (appropriately)  dis- 
mal Wilson  Hall.  Monetarists,  you  re- 
call, believe  that  the  supply  of  money 
is  the  principle  determinant  of  eco- 
nomic health  or  sickness.  Too  much 
money=inflation.  Too  little=deflation. 
Just  right=prosperity. 

As  our  reporter,  Lawrence  Minard, 
entered  Wilson  Hall,  hoping  to  over- 
hear some  trenchant  insights  and  m^y- 
be  even  some  proposed  solutions,  the 
economists  were  comparing  their  com- 
plex mathematical  models.  "An  inter- 
esting point  to  note,"  observed  Rob- 
ert Solow  of  the  Massachusetts  In- 
stitute of  Technology,  discussing  a 
simulation,  "is  that  the  rate  of  interest 
moves  monotonically  with  the  natural 
rate  of  unemployment." 

How's  that  again?  "Natural  rate  of 
unemployment?"  "Monotonic  move- 
ment?" Minard  guessed  what  this 
meant   was    that    increases    in   unem- 


ployment would  have  no  impact  on 
interest  rates.  Small  relief  to  all  those 
bullet-biters  willing  to  trade  jobs  For 
a  drop  in  the  prime. 

The  enlightenment  Minard  had 
come  for  about  soaring  prices  and 
plummeting  employment  slipped  even 
further  from  his  grasp  as  the  day 
wore  on.  Host  Jerome  Stein  of  Brown 
meekly  suggested  that  if  interest  rates 
were  indexed  to  the  price  level,  it 
would  allow  for  more  "real"  policy 
criteria.  We  glanced  over  at  Milton 
Friedman.  He  ought  to  agree  with 
that,  we  thought,  given  his  recent 
enthusiasm  for  indexing. 

Friedman  did  not  agree.  He  was 
busy  passing  a  complaining  note  to 
Robert  Gordon  of  Northwestern  I  ni 
versity.  Over  his  shoulder  we  read: 
"What's  crucial  is  that  your  result  will 
be  normal,  not  necessarily  real." 

Ah,  yes.  How  could  we  have  over 
looked  that? 

Learned  Whimsy 

Not  that  economists  don't  gel  uhim- 
iscal   sometimes.    One   ol    them    won 
dered   out  loud:    "What    would   hap- 
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hardest.  If  you  worked  through  a 
government  agency,  you  had  a  90%- 
to-95%  mortgage,  and  conventionally 
you  were  being  financed  at  a  75%-to- 
80%  mortgage,  and  all  that  translat- 
ed itself  into  high  leverage.  We  are 
being  threatened  by  the  fact  that  this 
country,  which  has  always  been  a 
credit  country,  is  becoming  a  no-cred- 
it country.  And  as  a  C.O.D.  country, 
you're  not  going  to  survive." 

Where  does  Lefrak  think  the  worst 
trouble  is  likely  to  be? 

"Many  of  the  REITs  are  bankrupt, 
insolvent,  and  that  includes  many  of 
the  bank  REITs.  The  poor  widows  and 
orphans  got  what  I  call  'stiffed  in.' 
The  banks  got  a  bunch  of  nonpro- 
fessionals and  threw  billions  of  dollars 
at  them.  Nobody  thought  of  the  basic 
rule  of  making  loans:  Who  am  I  do- 
ing business  with?  They  got  a  bunch 
of  carpetbaggers,"  he  said  with  relish. 
"All  the  great  hopes  of  these  REITs 
never  came  to  fruition;  they  not  only 
didn't  get  four  points  over  the  prime 
on  the  float,  they  didn't  even  get  their 
principal  back.  So  now  they're  stuck 
badly  in  50  states." 

And  not  only  the  real  estate  in- 
vestment trusts  are  in  trouble.  "Pub- 


lic companies  in  real  estate  can't  sur- 
vive," he  went  on,  "because  how  do 
they  refinance  their  debt?" 

Standing  Pat 

Lefrak,  with  co-developer  Fisher 
Bros.,  is  slated  to  start  construction 
early  next  year  on  his  most  ambi- 
tious project  yet:  the  100-acre  $1.75-< 
billion  Battery  Park  City  at  the  foot 
of  Manhattan  Island— 16,100  apart- 
ments, over  7  million  feet  of  retail 
and  office  space  and  a  1,000-room 
hotel.  Will  he  proceed?  Maybe  so, 
maybe  not,  Lefrak  replied. 

"I  got  to  know  my  costs  before  I 
build,  and  I  got  to  know  what  my 
money  is  going  to  cost.  Until  I  do, 
I  won't  build.  Soon,  for  the  first  time 
in  40  years,  the  Lefrak  Organization 
will  be  down  to  one  project." 

He  jabbed  the  air:  "Gee,  it  was 
only  two  years  ago  when  I  heard  guys 
say,  money  is  worthless;  buy  land, 
buy  a  forest,  buy  a  farm,  buy  cattle. 
Now  everything's  turned  to  crap. 
When  the  other  guys  were  yelling, 
'Buy  land,'  I  was  selling.  I  got  out.  I 
said,  'Can  it  make  money  this  year? 
If  it  can't,  get  rid  of  it.' ' 

Is  there  any  way  out  of  the  slump? 


"The  Government  will  have  to  re- 
duce some  of  the  national  standards, 
permit  us  to  use  less  costly  materials. 
The  unions  will  have  to  permit  a  more 
realistic  approach  and  get  rid  of  the 
featherbedding  and  the  jurisdic- 
tional crap.  They  are  going  to  have 
to  let  us  build  a  basic  house:  Then 
the  buyer  with  a  do-it-yourself  kit 
will  finish  it  off,  the  basement,  the 
expansion  attic.  We're  going  to  have 
to  be  resourceful.  We  don't  have  to 
build  monumental  architecture  with 
waste;  we  have  to  simplify  and  keep 
our  eye  on  the  time  factor  and  re- 
cycle a  lot  of  the  multiples  that 
we're  blowing  up.  Then  they'll  come 
down  to  where  it  makes  sense. 

"The  second  thing  is  to  take  out 
all  these  restrictive  covenants  and 
these  high  requirements  under  the 
zoning  laws;  forget  about  the  impact 
bullshit.  I  mean  stop  building  roads 
so  you  won't  have  impact  problems. 
You  build  the  roads  to  bring  the  peo- 
ple. The  Government  did  it,  not  us." 

As  our  reporter  took  his  leave,  Lef- 
rak asked  him,  "How  did  I  sound? 
Was  what  I  told  you  useful?  Was  it 
any  good?" 

Well,  it  was  pretty  scary.   ■ 


pen  to  the  economy  if  we  dropped 
money  out  of  helicopters?"  Ceteris 
paribus,  of  course.  For  those  who 
are  rusty  on  their  Latin,  ceteris  pari- 
bus means:  other  things  being  equal. 
In  this  case,  the  only  economic  vari- 
able would  be  the  stock  of  money; 
any  changes  in  the  economy  could, 
by  the  ceteris  paribus  agreement,  be 
traced  to  the  influx  of  money. 

Ceteris  paribus  thinking  was  what 
led  economists  in  the  Fifties  to  write 
books  predicting  that  the  U.S.  dollar 
would  always  be  in  short  supply.  In 
the  late  Sixties  it  caused  them  to  wor- 
ry lest  Japan  take  over  the  world. 
Going  way  back  to  the  Thirties,  it 
led  them  to  teach  that  our  economy 
was  "mature"  and  that  real  economic 
growth  was  a  thing  of  the  past  in  the 
industrial  \world.  Ceteris,  of  course, 
are  never  ^-paribus:  Economic  factors 
change  simultaneously.  How  does  one 
explain  the  source  of  all  that  green 
scattered  from  the  helicopter?  And 
anyway,  economies  are  affected  by 
things  economists  never  dream  of. 
Like  a  fanatical  army  officer  coming 
to  power  in  Libya  and  defying  the 
powers  that  be  in  oil,  thus  setting 
the  stage  for  the  Organization  of  Pe- 
troleum Exporting  Countries  to  set 
the  industrial  world  on  its  ear. 

The  trouble  is  that  the  real  world 
just  won't  sit  still  long  enough  for 
economists  to  build  it  properly  into 
their  models. 


But  the  economists  were  busy 
attacking  each  others'  models.  "I  must 
admit  I  didn't  even  bother  to  work 
through  Tobin's  model,"  sniffed  Fried- 
man, "because  I  didn't  say  what  To- 
bin  said  I  said.  Where's  his  documen- 
tation? Why  does  he  keep  hedging?" 

Even  more  arbitrary  was  the  de- 
fense of  M.I.T.'s  fast-talking  Franco 
^Modigliani:  "You  can't  argue  about 
what's  inside  my  black  box  [i.e.,  eco- 
nomic model]  because  I  made  it.  The 
God's  truth  isn't  in  the  black  box,  I 
am  the  God's  truth!" 

That  is:  Don't  ask  questions  about 
my  assumptions.  Accept  my  theory  or 
don't  accept  my  theory. 

The  other  economists  did  not  ac- 
cept his  theory. 

Indeed,  the  economists  seemed  to 
delight  in  confusing  each  other. 

"Jerry,  you  should  have  made  that 
more  clear  in  your  model,"  said  Mo- 
digliani  to  Stein  about  Stein's  wage- 
rate  assumption.  "Well,  Franco,"  Stein 
replied  tartly,  "since  I'm  writing  for 
the  world's  best  economists,  I  thought 
they  could  understand  it  implicitly." 

Growing  exasperated,  we  cornered 
Allan  Meltzer  of  Carnegie-Mellon. 
"Professor  Meltzer,"  we  said  politely, 
"why  don't  you  economists  state  your 
assumptions  at  the  outset  and  then 
debate  them?" 

Meltzer  was  amused.  "Oh,  no,  that's 
not  the  way  we  go  about  it.  What 
we  have  to  do  first  is  put  our  models 


on  the  board.  Then  we  know  where 
each  of  us  stands.  The  assumptions 
become  clear  from  that." 

Except  when  they  don't.  .  .  . 

Real  World? 

We  refused  to  give  up  without  a 
fight.  Did  Meltzer  think  it  likely  that 
the  Italians  would  issue  indexed  con- 
soles to  ease  their  balance-of-pay- 
ments  crisis?  (See  Forbes,  "As  I  See 
It,"  Aug.  15.) 

"They  can't  do  that,"  he  replied. 
"Nobody  would  buy  them."  His  ad- 
vice to  Italy:  "The  only  thing  the 
Italians  can  do  is  realize  they  must 
go  back  to  pedaling  bicycles  and  let 
the  market  mechanism  take  care  of 
their  balance-of-payments   problems." 

We  came  away  realizing  that  this 
high-level  professional  meeting  had 
never  intended  to  deal  with  the  eco- 
nomic problems  of  the  world,  but  to 
do  what  any  professional  meeting 
does:  talk  shop.  The  sad  thing  was 
that  the  gathered  brethren  really 
seemed  to  think  their  "scientific"  ap- 
proach would  miraculously  shed  light 
upon  a  crisis-riddled  world  economy. 

We're  still  glad  that  the  students 
of  America  are  waking  up  to  the  im- 
portance of  economics.  But  we  won- 
der how  much  enlightenment  they 
will  get  from  a  social  science  that  is 
so  preoccupied  with  models  and 
monotonic  relationships.  Economics  in 
a  vacuum  is  just  that— in  a  vacuum.   ■ 
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The  $1-Billion 
Hobby 

If  you  think  you  got  stuck  with 
stocks,  wait  until  you  have  to 
eat  your  gold  coins. 


A  torrent  of  new  money,  some  of 
it  from  dodging  taxes  but  much  of 
it  siphoned  from  the  stock  market 
and  savings  banks,  has  transformed 
coin  collecting  from  a  pleasant  hobby 
of  schoolboys  and  scholars  into  a 
cutthroat,  $l-billion  business. 

"Investments"  by  novice  collectors 
with  more  dollars  than  sense  have 
helped  drive  up  coin  prices  roughly 
14%  a  year  since  1969.  A  few  rare 
favorites  are  in  the  stratosphere.  For 
instance,  a  1907  Indian  Head  $20 
gold  piece  that  King  Farouk  bought 
for  $9,900  and  then  sold  for  only 
$3,800  in  1952  is  currently  going  for 
more  than  $500,000. 

At  a  time  when  most  other  invest- 
ments seem  to  be  turning  to  dust, 
gold  has  become  everybody's  favorite. 
Within  two  weeks  of  the  date  of  this 
issue,  the  Government  is  expected  to 
again  permit  Americans  to  own  gold 
bullion.  And  everybody  seems  to  want 
into  the  act:  Merrill  Lynch,  the  staid 
Calvin  Bullock  group  of  mutual 
funds,  hundreds  of  banks  and  even 
May  Department  Stores. 

Everybody  is  in  for  a  big  shock; 
bullion  collecting,  like  coin  collect- 
ing, is  a  treacherous  business. 

Glancing  over  his  shoulder  to  make 
sure  that  his  clients  could  not  hear 
him,  a  New  York  coin  salesman 
summed  up  a  prevalent  attitude  when 
he  hissed:  "These  customers  throw- 
ing money  around  don't  want  to  work 
their  bunions  off  educating  themselves 
about  coin  collecting.  They  deserve 
to  get  ripped  off." 

One  Out  Of  Three 

A  great  many  are  getting  ripped  off. 

Counterfeiting  is  at  epidemic  pro- 
portions, infecting  even  occasional 
bags  of  gold  coins  shipped  here  from 
Swiss  banks.  Charles  Hoskins,  head 
of  the  industry's  only  authenticating 
laboratory— the  American  Numismatic 
Association  Certification  Service  in 
Washington,  D.C.— discloses  that 
roughly  33%  of  the  coins  the  lab  stud- 
ies are  fakes  of  one  type  or  another. 
The  percentage  in  circulation  is  be- 
lieved to  be  lower,  but  not  much 
lower.  A  leading  New  York  dealer 
says:    "Some   days,   40%  of  the   coins 
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customers  offer  us  are  fakes." 

In  addition,  some  respected  author- 
ities estimate  that  dealers  overgrade 
fully  half  of  all  coins  sold,  in  order 
to  get  anywhere  from  50%  to  300% 
more  for  them  than  they  are  really 
worth.  Most  just  say  the  coins  are 
more  valuable.  But  a  few  buff  up 
(or  "whizz")  their  old  coins.  Ama- 
teur collectors  are  none  the  wiser  un- 
til they  try  to  sell  back  to  a  deal- 
er, who  says:  "Sorry,  your  1855  half- 


Robberies  And  Coins  go  hand-in- 
glove,  so  to  speak.  If  guards  and  four 
alarms  couldn't  stop  thieves  from  tak- 
ing $268,000  in  coins  from  big  World- 
Wide  Coin  Investments,  what  protec- 
tion does  the  ordinary  collector  have? 


dollar  isn't  'uncirculated';  it's  only  'ex- 
tra fine.'  It  isn't  worth  $1,200;  it's 
worth  only  $500."  Sure,  the  collectors 
can  complain  to  the  guy  who  over- 
charged them— or  even  to  the  cops. 
But  how  can  they  prove  that  they 
didn't  cause  the  microscopic  nicks 
after  they  bought  it? 

So  between  the  fakes  and  the  over- 
graded  coins,  the  average  trusting 
buyer  runs  a  better-than-even  chance 
of  being  rooked,  if  not  robbed. 

We'll  be  generous.  We'll  give  you 
the  benefit  of  the  doubt  and  assume 
that  your  recently  purchased  coins 
are  genuine.  Are  you  getting  rich? 
Not  lately.  The  boom  that  tripled 
many  prices  over  the  last  three  years 
appears  to  be  petering  out.  Truly  rare 
ancient  and  colonial  coins  are  still  ap- 
preciating, but  some  U.S.  golds  ($20 
pieces)  and  silvers  (1892  S  silver  dol- 
lars) are  down  15%  to  30%  since  last 
spring.  "There  is  more  selling  than 
buying  at  [coin]  conventions  now," 
says  Coin  World  Editor  Margo  Rus- 
sell, adding,  "Heaven  forbid  If  the 
bottom  falls  out ...  of  the  econoim  ." 

We  know  what  you  are  thinking: 
To  hell  with  coins,  even  gold  coins; 
I'll  just  buy  bullion  on  Jan.  1. 

We've  got  a  surprise  for  you.  Bars 
of  gold  are  even  easier  to  counterfeil 
than  coins  are.  The  Secret  Service    il 
ready     reports     growing     complaints 
about  con  men  selling  brass  as  gold. 

Youngsters  still  buy  "penny  books " 
in  Macy's,  and  "serious"  collectori 
still  gather  to  tell  of  their  coins,  rath- 
er than  sell  them.  But  the  scholarly 
and  sleepy  pursuit  of  numismatics  bai 
been  overshadowed  by  a  new  breed 
that  drifted  in  during  the  Sixties. 

Some  of  the  new  dealers   wanted 
to  avoid  the  tightly  regulated  and  'lis 
illusioning  stock  market.  Some  ol   the 
customers— particularly       professional 
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men— wanted  to  shortchange  the  tax 
collector  by  hiding  their  cash  in  fists 
full  of  easily  concealed,  easily  port- 
able coins.  The  shills  and  shilled  alike 
had  one  thing  in  common:  They 
wanted  to  make  the  kind  of  big  bucks 
they  once  made— or  dreamed  of  mak- 
ing—in stocks,  bonds  and  real  estate. 

Over  the  last  ten  years,  the  turn- 
over in  coins  grew  from  a  bony  $100 
million  annually  to  a  buxom  $1  bil- 
lion. The  dealers  and  the  newcomers 
took  full  advantage.  Reminiscent  of 
the  stock  market,  fad  followed  fad, 
and  each  would  inevitably  crest  and 
then  collapse.  First  it  was  rolls  of  com- 
mon U.S.  coins.  A  $2  roll  of  1950 
Denver  Mint  nickels  hit  $1,000  in 
1961  and  is  now  down  to  $300,  if 
you  can  find  a  buyer.  Then  it  was 
silver  certificates.  Then  bags  of  silver 
coins  (Forbes,  Sept.  1).  And  now 
it's  "limited-edition"  instant  heirlooms 
made  by  private  "mints,"  commemora- 
tive foreign  coins  and,  most  popular 
of  all,  common  U.S.  $20  double  ea- 
gles. Those  $20  pieces  inexplicably 
retail  at  $315  each— or  around  80% 
more  than  their  gold  value— even 
though  they  are  not  very  rare  and 
are  a  prime  counterfeit  target. 

Bidding  Up 

Lately  the  fad  makers  and  chasers 
have  invaded  the  serious  side  of  the 
business  and  bid  truly  rare  and  de- 
sirable coins  to  dizzying  heights.  Some 
of  this  bidding  looks  contrived,  to  say 
the  least.  It  may  well  be  intended  to 
generate  the  kind  of  publicity  that 
keeps  the  public  coming  and  the  coins 
rolling.  Take  the  transaction  wherein 
Bowers  &  Ruddy  Galleries  of  Los  An- 
geles, now  85%-owned  by  General 
Mills,  recently  paid  World-Wide  Coin 
Investments  Ltd.  more  than  $100,000 
for  a  half-interest  in  a  1913  Liberty 
nickel.  World-Wide  bought  the  en- 
tire coin  for  $100,000  two  years  ago. 
Now  the  two  owners  want  $300,000. 

Texas  oilman  Reed  Hawn,  a  25- 
year-old  millionaire  who  has  only  been 
dabbling  since  selling  his  $650,000 
collection  in  1973,  says:  "It's  un- 
healthy .  .  .'when  some  coins  are  go- 
ing up  10%vto  15%  a  month.  I  wonder 
how  much  of  that  is  dealer  action." 

Unfortunately,  the  average  man 
doesn't  have  Hawn's  insight.  He  sees 
the  frothy  prices  and  rushes  out  to 
his  nearest  coin  shop,  hotel  coin  con- 
vention or  auction  house.  A  coin  deal- 
er boasts:  "We  have  people  in  here 
selling  the  silverware  off  their  tables 
to  buy  gold  coins." 

The  common  denominator  in  this 
coinmania  is  ignorance.  The  customers 
don't  ask  themselves:  If  the  collapse 
comes,  who  will  buy  my  coins?  Abe 
Kosoff,  the  venerable  "Gray  Fox"  of 
Palm  Springs,  Calif.,  says  now  the  coin 
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This  $500,000  coin  is  for  showing, 
not  selling.  Its  dealer-owner  uses 
the  Indian  Head  $20  piece  to 
lure  collectors  to  coin  shows. 


business  is  a  case  of  "the  blind  lead- 
ing the  blind." 

Some  dealers  even  find  virtue  in 
their  ignorance.  Back  in  1971  the 
founder  of  Long  Island's  First  Coin- 
vestors  was  expelled  by  the  American 
Numismatic  Association  for  selling 
grossly  overgraded  and  thereby  over- 
priced coins.  The  charges  were  es- 
pecially serious  because  many  of 
FCI's  customers  send  in  regular 
monthly  "investment"  payments  and 
let  the  "company  select  the  purchases. 
But  FCI's  founder— attorney  Stanley 
Apfelbaum— was  just  reinstated  after 
he  pointed  out  that  he  got  his  original 
coin  inventory  in  payment  for  de- 
fending another  coin  company.  Since 
he  didn't  know  much  about  coins,  he 
didn't  realize  that  some  of  that  in- 
ventory was  overgraded.  He  also 
promised  the  ANA  that  he  would 
keep  his  company  clean— and  learn 
something  about  coins. 

Or  consider  Spanish  coin  expert 
Xavier  Calico  and  King  Farouk's  old 
coin  adviser,  Hans  Schulman.  The  pair 
bought  a  stack  of  silver  bars  from  a 
Florida  treasure  hunter  in  1970  and 
soon  offered  them  for  auction.  But  a 
suspecting  customer  tested  one.  Sure 
enough,  the  "silver"  bar  was  solid 
tin.  How  could  Calico  and  Schulman 
mistake  tin  for  silver?  It  was  easy,  ex- 
plains the  cherubic  64-year-old  Schul- 
man, who  heads  a  well-known  public- 
ly held  auction  house  in  New  York. 
"I  relied  on  my  partner  Calico,  the 
great  expert." 

Want  to  hear  another  funny  one? 
This  "amusing"  tale  was  told  by  Vice 


Gold  Bars  are  pretty  to  look  at, 
but  pretty  easy  to  fake.  Beirut 
counterfeiters  are  said  to  be  making 
14-karat  bars  that  will  be  sold  to 
U.S.  suckers  as  24  karat.  Watch  out! 


President  Robert  Comely  of  the  pub- 
licly held,  $35-million  (sales)  World- 
Wide  Coin  Investments  of  Atlanta.  It 
seems  that  an  elderly  Philadelphian 
sent  the  company  snapshots  of  his  rare 
1838  O  half-dollar.  Company  execu- 
tives flew  up,  bought  it  for  $27,000 
and  went  on  to  a  New  York  show 
where  they  could  have  resold  it  for 
perhaps  $40,000.  But  someone  rubbed 
his  thumb  across  the  mint  mark, 
chuckles  Comely,  "and  the  thing 
popped  right  off;  it  had  been  soldered 
on."  He's  laughing  because  World- 
Wide  got  its  $27,000  back.  But  would 
it  be  as  funny  if  the  mint  mark  hadn't 
popped  off  and  some  sucker  ended 
up  shelling  out  $40,000  for  a  half- 
dollar?  Says  Comely,  in  words  that 
might  be  taken  as  a  motto  for  the 
whole  business:  "It's  your  own  fault 
if  you  get  taken." 

Then  there  are  those  who  literally 
bank  on  the  ignorance  of  others.  Jules 
J.  Karp  is  such  a  man.  At  27,  he  runs 
his  own  $50-million  operation  that 
prospers  in  part  by  paying  customers 
a  minimum  for  their  coins  and  then 
selling  them  to  others  at  the  normal 
prices.  In  brassy  full-page  newspaper 
ads,  which  note  that  the  company  is 
in  the  Better  Business  Bureau,  Karp 
promises,  for  example,  to  pay  $40  in 
"immediate  cash"  for  $1  gold  pieces. 
The  ads  fail  to  mention  that  the  coin 
is  often  bought  by  other  dealers  for 
around  $  140^  The  poor  and  the  elder- 
ly, in  particular,  fall  for  the  ads.  What 
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Treasure  Hunter  Mel  Fisher,  a  family  man,  has  gone  from  salt  water  into 
hot  water  by  passing  on  to  investors  coins  like  these  1659  Spanish  gold 
fingers.  He  says  they  are  worth  thousands;  others  say  they  are  fakes. 
Despite  the  controversy,  he  keeps  selling  coins.  This  motto  hangs  in  his 
office:  "Remember  the  Golden  rule:  He  who  has  the  gold  makes  the  rules." 


does  the  longtime  member  of  the 
ANA  have  to  say  for  himself?  He 
claims  that  he  hasn't  had  one  com- 
plaint, and  then  adds:  "You  got  to 
make  money  some  place." 

Not  surprisingly,  the  industry's 
sharp  practices  are  beginning  to  back- 
fire. Once-burned  collectors  are 
abandoning  whole  segments  of  the 
market.  Spanish  colonial  coins  are  the 
outstanding  example.  Back  in  the  mid- 
Sixties  when  several  sunken  treasure 
ships  were  found  by  Florida  divers, 
collectors  snapped  up  the  exotic  eight 
reales  and  gold  escudos  and  clamored 
for  more.  But  you  don't  find  treasure 
every  day.  To  fill  the  void,  some  en- 
terprising chaps  apparently  decided  to 


coin  their  own.  Today  there  are  so 
many  phonies  around  that  respected 
New  York  coin  dealer  Benjamin  Stack 
dismisses  treasure  coins  "as  a  bone  in 
our  throat." 

The  most  controversial  figure  in 
all  this  is  Mel  Fisher,  a  paunchy 
52-year-old  former  chicken  farmer 
who  claims  to  have  retrieved  at  least 
$3.7  million  of  treasure  from  450  ship- 
wrecks in  20  years. 

Government  investigators  figure  that 
Fisher  has  done  nearly  as  well  on  dry 
land.  According  to  estimates,  he  has 
raised  around  $2  million  since  1969 
by  selling  unregistered  securities  as 
well  as  coins  and  other  treasure. 

Prowling  the    (fake)    Spanish   gal- 


leon that  doubles  as  his  Key  West 
headquarters  and  museum,  the  tanned 
six-footer  tells  potential  investors  that 
he  has  just  discovered  one  fabulous 
"dream  wreck"  or  another.  All  he 
needs  is  a  little  front  money  to  cover 
expenses— say,  $12,500  in  return  for 
1/ 400th  of  everything  he  recovers. 
What  if  he  doesn't  recover  anything? 
You  still  end  up  ahead,  says  Fisher. 
In  return  for  each  $12,500,  Fisher 
gives  the  investors  Spanish  treasure 
coins,  purportedly  worth  around 
$15,000.  If  the  hunt  flops,  the  inves- 
tors keep  the  1733  pillar  dollars,  the 
1659  gold  "finger  bars"  or  what-have- 
you.  You  can't  lose,  says  Fisher. 

Or  Can  You? 

There's  a  hitch.  At  least  six  separate 
coin  authorities,  who  have  examined 
about  a  dozen  coins  Fisher  gave  in- 
vestors, say  roughly  half  are  coun- 
terfeits, perhaps  made  in  Southeast 
Asia  for  as  little  as  $10  each,  plus 
airmail  postage.  Many  of  the  rest  ap- 
pear to  be  suspicious.  The  controversy 
has  forced  former  Smithsonian  Insti- 
tution curator  Mendel  Peterson  to  re- 
tract his  much-publicized  million-dol- 
lar appraisal  of  part  of  Fisher's  treas- 
ure trove.  Even  more  embarrassing 
for  Peterson,  he  admits  that  he  ac- 
cepted two  "suspect  coins"  from  Fish- 
er, rather  than  cash,  for  the  appraisal. 

Among  those  suing  Fisher  and  urg- 
ing a  criminal  probe  by  Broward 
County  (Fla. )  Assistant  State's  At- 
torney Philip  Montante  is  the  treas- 
ure hunter's  former  attorney,  Peter 
Atwood  of  Ft.  Lauderdale.  Other  un- 
happy investors  include  art  professor 
John  Seaholm,  who  says  he  will  have* 
to  sell  his  New  Paltz,  N.Y.  home  !><•- 
cause  of  his  $13,500  "investment" 
with  Fisher;  and  store  manager  El 
vin  Molzan,  49,  of  Allen  Park,  Mich  . 
who  handed  over  his  $25,000  life's 
savings  in  return  for  coins  that  one 
expert  now  suspects  are  worth  onl) 
$900.  Says  Molzan:  "I  feel  stupid." 

Miami  Herald  reporter  Robert 
Shaw,  who  has  written  extensively  on 
the  subject,  says  that  he  knows  <>l 
no  one  who  has  ever  made  a  pennj 
investing  in  Fisher's  treasure  hunts. 

As  for  Fisher,  who  insists  that  lus 
life  story  would  make  a  great  John 
Wayne    movie,    he    blames    his    trou 
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Next  time 

you  break  bread, 

think  of  Textron. 


Why? 

Look  over  your  shoulder.  The 
complex  farm  machine  that  harvests 
the  grain  that  goes  into  your  delecta- 
ble picnic  loaf  is  smoothed  along  its 
way  with  hundreds  of  ball  bearings 
from  Textron 's  Fafnir  Division. 

Think  about  it.  Textron  is  Fafnir 
bearings.  And  Talon  zippers.  And 


Bostitch  staplers. 

And  the  one  thing  they  all  have  in 
common  is  the  uncommon  products 
they  are. 

Textnm 

A  COMPANY  TO  THINK  ABOUT. 


JohnnieWalker 
Mack  Label  Scotch    1 

WARS/jjACHLO 


December  25, 1974 

(As  if  you  needed  an  excuse  to  be  generous.) 


JOHNNIE  WALKER*  BLACK  LABEL  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY,  86.8  PROOF.  BOTTLED  IN  SCOTLAND  IMPORTED  BY  SOMERSET  IMPORTERS.  LTD  ,  N 


Illes  on  a  few  malicious  enemies. 
'The  former  guest  on  the  TV  show 
"To  Tell  the  Truth"  assured  Forbes 
that  his  coins  are  authentic  and  val- 
uable. To  bolster  that  claim,  he  sup- 
plied the  names  of  two  coin  experts. 
One  bought  several  of  Fisher's  coins 
"at  a  good  price"  before  the  contro- 
versy thickened.  And  the  other  is  Cal- 
ico, one  of  the  men  who  bought  that 
silvei  -turned-tin  bar.  However,  ac- 
cording to  Fisher,  Calico  hasn't  had 
enough  time  to  complete  his  study. 

Are  Fisher's  coins  real  or  fake? 
Thai  hasn't  been  proved  conclusive- 
ly. Meantime,  the  coins  continue  to 
circulate.  Three  were  yanked  out  of  a 
1973  auction  run  by  Calico's  old 
friend,  Hans  Schulman.  Others  un- 
doubtedly have  passed  from  one  in- 
vestor to  another.  How  many  are 
floating  around?  Nobody  knows. 

One  thing  is  sure,  however.  The  un- 
certainty isn't  doing  old  Spanish  coin 
collecting  any  good.  Ben  Sanders,  an 
inactive  collector  from  High  Lands, 
N.C.,  concludes:  "I  guess  a  lot  of  us 
were  scared  out  of  the  field." 

The  further  sadness  is  that  what 
happened  to  Spanish  coins  yesterday 
may  be  happening  to  U.S.  double 
eagles  today  and  could  happen  to  al- 
most any  class  of  coins  tomorrow. 

Laws  And  Loopholes 

Don't  expect  the  police  to  straight- 
en out  the  coin  business.  They  are  al- 
most powerless,  mainly  because  the 
lew  laws  that  pertain  to  coins  have 
loopholes  big  enough  to  drive  a 
Brink's  truck  through. 

Consider  counterfeiting.  You  know, 
watching  TV's  "Treasury  Men  in  Ac- 
tion," that  if  you  as  much  as  day- 
dream about  that  heinous  crime,  some 
Broderick  Crawford  look-alike  will 
slap  the  cuffs  on  you.  In  real  life, 
however,  it's  not  that  simple.  In  fact, 
the  Treasury's  Secret  Service  has  no 
jurisdiction  over  counterfeiting  of 
coins  that  are  not  legal  tender— such 
as  the  old  Spanish  stuff  and  most 
other  collector  coins,  for  that  matter. 

It  is  illegal  to  reproduce  collector 
coins,  unless  the  maker  clearly  marks 
them  as  copies.  But  that  year-old  law 
is  enforced  by  the  punchless  Federal 
Trade  Commission.  A  TV  show  called 
"FTC  Men  in  Action"  would  surely 
be  a  situation  comedy. 

E\  en  when  the  Secret  Service 
can  step  in,  it  has  one  hand  tied  be- 
hind its  back.  Most  counterfeits— often 
U.S.  $1  to  $20  gold  pieces— are  made 
in  Lebanon  and  other  foreign  coun- 
tries, where  it  is  not  illegal  to  repro- 
duce our  coins.  About  all  the  Secret 
Service  can  hope  to  do  is  arrest  the 
smugglers  over  here  and  confiscate 
their  coins.  It's  a  hit-and-miss  effort. 
The   coins,   which   are   made   of   real 


Gold-Worshipping  primitive  people 
like  the  touch  of  the  "magical"  metal. 
So,  apparently,  do  modern  folks. 


gold,  fool  even  the  sharpest  eyes. 
Sometimes  the  counterfeiters  feed 
them  to  unsuspecting  Swiss  banks, 
who  in  turn  ship  them  to  New  York 
wholesalers.  Occasionally  an  entire 
bag  of  counterfeits  is  kicked  back.  In 
all,  counterfeit  expert  Virgil  Hancock 
of  Bellaire,  Tex.  estimates  that 
100,000  fakes  slip  into  this  country 
every  y<  i 

Altered  coins,  as  opposed  to  out- 
right counterfeits,  present  big  prob- 
lems, too.  Since  some  people  know- 
ingly buy  altered  pieces  to  round  out 
their  collections,  it's  almost  impossible 
to  prove  "criminal  intent"  against  the 
guys  who  doctor  the  coins.  So  the 
criminals  are  cleaning  up.  For  exam- 
ple, after  a  "D"  for  Denver  Mint  is 
added  to  a  1916  dime,  the  price  can 
jump  from  $20  to  $900. 

To  make  matters  worse,  the  under- 
manned Secret  Service  does  not  send 
trained  agents  "to  shop"  for  fakes, 
as  the  Boyal  Canadian  Mounted  Po- 
lice has  begun  to  do.  The  Mounties' 
Andy  Anderson  says:  "The  more  we 
look,  the  more  we  find." 

Instead,  the  Secret  Service  waits  for 
"squeals"— and  waits  and  waits.  The 
public's  silence  is  understandable. 
Most  collectors  don't  know  that  they 
have  been  taken.  Other  embarrassed 
souls  don't  want  their  neighbors  to 
know.  The  rest  seem  content  to  mere- 
ly get  their  money  back,  either  by  re- 
turning the  fake  to  its  seller  or  by 
passing  it  on  to  a  new  sucker. 

So  much  for  police  protection. 

And  don't  expect  much  help  from 
the  various  numismatic  associations 
either.  The  best  of  the  lot,  the  Pro- 
fessional Numismatists  Guild  of  Court- 


land,  Kan.,  minimizes  its  enforcement 
problems  by  rejecting  all  but  the  most 
reputable  coin  dealers.  The  PNG  has 
only  158  dealers  out  of  the  industry's 
7,000  (counting  part-timers).  But 
even  keeping  an  eye  on  the  best  can 
be  a  strain.  Executive  Secretary  John 
Smies  says  he  has  tried  to  quit  a  cou- 
ple of  times.  "This  job,"  he  says,  "is 
getting  to  be  a  black  eye." 

What  about  the  32,000-member 
ANA?  Forget  about  it.  It  is  sound 
asleep  in  its  ivory  tower.  Even  after 
it  expels  a  member  for  flagrant  vio- 
lations, it  often  reinstates  him  once 
he  promises  to  be  "a  good  boy"— as 
ANA  Assistant  Director  Arthur  Fitts 
likes  to  put  it.  In  an  interview  with 
Forbes,  Fitts  made  it  clear  that  he 
is  not  anxious  to  hear  about  abuses. 
Forbes  asked  if  the  ANA  was  get- 
ting complaints  about  a  certain  sup- 
posedly reformed  member.  "No,"  said 
Fitts.  Forbes  replied,  "Do  you  want 
to  hear  some?"  "No,"  said  Fitts. 

All  this  means  that  you  can't  count 
on  anybody.  If  you  must  buy  coins, 
you  must  protect  yourself,  first  by  ed- 
ucating yourself  and  then  by  choosing 
a  dealer  with  extreme  care.  There's 
an  old  industry  saying:  If  you  don't 
know  your  coins,  know  your  dealer. 
It's  a  good  rule— except,  how  can  you 
know  your  dealer?  There  is  no  train- 
ing, testing  or  licensing  required.  The 
fact  is,  it's  far  tougher  to  become  a 
mailman  than  a  numismatist.  All  the 
coin  dealer  has  to  do  is  proclaim  him- 
self an  expert.  Counterfeits?  No  prob- 
lem, says  the  dealer.  I  can  spot  them 
by  their  ring  when  I  drop  them  on 
the  floor— as  several  dealers  who 
call  themselves  pros  told  Forbes— 
or  by  their  color  or  by  "just  one 
glance  from  across  the  street." 

"Licensing,"  said  the  ANA's  Fitts, 
presumably  in  all  seriousness,  "would 
take  a  lot  of  fun  out  of  the  business." 

Given  the  legal  loopholes,  lax  en- 
forcement and  the  lack  of  licensing, 
it's  a  wonder  that  more  fakes  and  fak- 
ers aren't  in  circulation. 

A  Golden  Bankruptcy 

Perhaps  paitly  in  reaction  to  prices 
and  to  the  horror  st  >ries  about  rare 
coins,  a  great  number  of  novices 
rushed  to  gold  last  year.  Bullion  buy- 
ing remained  illegal  in  1974,  but  rules 
were  relaxed  to  allow  Americans  to 
acquire  such  recent  "restrike"  coins  as 
Austrian  coronas,  British  sovereigns 
and  Mexican  50  pesos.  All  told,  col- 
lectors bought  roughly  4  million 
ounces  of  gold  coins  for  $800  million, 
about  four  times  what  they  spent  on 
true  numismatic  items. 

Those  common  gold  coins  have 
pluses— and  minuses.  On  the  plus  side, 
the  foreign  ones,  at  least,  are  not 
prime    candidates    for   counterfeiting, 
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because  their  selling  prices  are  not 
much  greater  than  their  gold  values. 
Hut  the  coins  are  often  marketed  by 
upstarts  with  vague  track  records. 
That  means  investors  run  the  risk  of 
ting  involved  with  an  overnight 
\\  onder  like  El  Paso  Coin  Co. 

From  nowhere  in  1972,  El  Paso  be- 
came  one  of  the  nation's  biggest  deal- 
About  a  year  ago,  it  was  selling 
a  reported  S8  million  worth  of  gold 
coins  a  month  to'  the  likes  of  Assistant 
Chairman  John  MacGuire  of  Southern 
Union  Gas  Co.  and  thousands  of  oth- 
er baby  gold  bugs. 

But  then  suddenly  in  April  the 
price  of  gold,  and  the  common  gold 
coins  that  ride  its  coattails,  began  to 
plunge.  Down  went  gold  from  $179 
to  a  low  of  S129  by  July,  a  sickening 
28%  drop  in  three  months. 

All  at  once  El  Paso  found  itself 
buying  high,  and  then  days  later  sell- 
ing low  and  losing,  say,  $15  a  coin. 
President  Renato  Ruiz,  a  pudgy  man 
of  39,  saw  little  choice.  He  had  to 
borrow  against  his  bloated  coin  in- 
ventory and  pray  for  gold  to  rebound. 

His  collateral— all  those  unsold  coins 
—looked  pretty  good  to  the  friendly 
officers  at  El  Paso  National  Bank.  After 
all,  a  head  loan  officer  and  other 
bank  employees  were  buying  coins 
from  Ruiz  themselves.  So  the  bank 
lent  him  more  than  $2  million. 

But  strange  things  happened.  Al- 
though business  was  slipping,  Ruiz 
kept  borrowing  and  buying.  He  was 
like  a  mouse  on  a  treadmill,  running 
and  running  and  getting  nowhere. 

El  Paso  Coin  sank  into  bankruptcy 
early  in  October  with  $4.2  million  in 
liabilities  and  a  bank  lien  on  nearly  all 
of  its  $2.2-million  assets.  Now  Ruiz 
and  his  associates  must  explain  ex- 
actly what  went  wrong  to  the  In- 
ternal Revenue  Service,  the  Federal 
Bureau  of  Investigation  and  a  federal 
grand  jury.  El  Paso  Journal  report- 
er Allen  Pusey  reports  that  the  au- 
thorities are  especially  interested  in 
whether  El  Paso  Coin  shipped  around 
$3  million  worth  of  coins  into  Mexico 
recently. 

El  Paso's  customers?  They're  out  of 
luck.  Nearly  500,  from  Trenton  to 
Tokyo,  sent  $1.8  million  in  cash  or 
coins— or  around  $3,600  each— but 
never  got  anything  in  return.  Now,  as 
unsecured  creditors,  they  are  the  last 
in  line  to  be  paid.  Bye-bye  gold;  bye- 
bye  greenbacks. 

"El  Paso  is  just  the  beginning,"  says 
Luis  Vigdor  of  Manfra,  Tordella  & 
Brooks  Inc.,  a  large  New  York  coin 
wholesaler  and  retailer.  "Market  sat- 
uration is  turning  this  into  a  cut- 
throat business.  Next  year  it  will  be 
totally  unprofitable,  and  the  marginal 
companies  will  disappear." 

The  professional  gold  bugs  would 


A  Big  Collector  in  his  day,  King 
Farouk  would  be  a  piker  now.  To 
him,  $10,000  was  a  lot  to  pay  for  a 
coin.  Today,  that's  pocket  change. 


say  there  is  nothing  to  fear.  Just  make 
sure  you  avoid  the  El  Pasos  and  deal 
instead  with  the  likes  of  Engelhard 
Minerals  &  Chemical  Corp.  and  New 
York's  Republic  National  Bank.  Or  in- 
vest  the  minimum  of  $1,500  in  Calvin 
Bullock  Ltd.  s  $105-million  venture 
called  Bars  of  Gold  Inc.,  which  will, 
of  course,  buy  bars  of  gold.  Once 
you've  done  that,  sit  back  and  watch 
gold  hit  $200  an  ounce,  then  $300, 
then  S  1()()  and  so  on  until  the  end  of 
time  (which,  they  hint,  is  right 
around  the  corner) . 

But  just  because  gold  went  from 
$40  to  $180  •doesn't  guarantee  it  will 
i^o  on.  to  $400.  any  burned  stock  in- 
vestor knows  that.  U.S.  industrial  use 
of  gold  has  sunk  nearly  1551  as  its 
price  climbed.  And  then  last  week 
Treasury  Secretary  William  Simon 
sent  the  gold  price  skidding  by  an- 
nouncing that  the  U.S.  will  sell  a  little 
gold  in  January.  With  nations  like 
Italy  desperate  for  cash,  who  knows 
what  shocks  await  the  gold  market? 

The  public  also  dismisses  the  fact 
that  the  bullionaires  have  been  wrong 
about  gold  since  the  spring,  just  .is 
they  were  wrong  for  decades  before 
1971.  Back  in  April,  professional  gold- 
bug  Harry  Schultz  predicted  $275 
gold  by  Christmas.  Let's  assume  that 
you  acted  on  that  prediction.  Poor 
you.  You  got  in  at  the  very  top  of  the 
market  with  bullion  at  $179  and  one- 
ounce  U.S.  double  eagles  selling  at 
$360,  or  107%  over  their  gold  value. 


As  you  know,  goM  didn't  go  to 
It  went  to  $129  on  July  4  and  then 
recently  bounced  back  to  $180 
on  the  shaky  presumption  that  A< 
cans  will  begin  hoarding  come  Jan.  1. 
So  far,  so  bad.   But  brace  yourself: 
There's  more  bad  news.  The  premium 
over    their    gold    value    that    double 
eagles    commanded   in    the   spring   is 
down  to  SOT,  and  is  apparently  about 
to    sink    lower.     Now     subtract     the 
dealer's  usual  25%  discount  when  he 
buys  coins  from  you.  Sorry,  but  today 
all  you  ecu  get  for  your  $360  double 
eagle  is  $300. 

Better  luck  next  year. 

Beginning  in  1975,  dealers  w  ill  be 
selling  bullion,  South  Africa's  popu- 
lar one-ounce  Krugerrands  and  per-' 
haps  other  gold  coins  at  about  10%' 
more  than  their  gold  values. 

That  sounds  like  a  great  price— but 
it  isn't.  First  take  the  bars.  We'll  as- 
sume that  you  are  smart  enough  to 
buy  from  a  reputable  supplier.  But 
not  everybody  will  be.  After  Jan.  1, 
when  any  commercial  fabricator  or 
convicted  felon  is  free  to  market  gold, 
plenty  of  people  will  be  buying  shiny 
brass.  That's  almost  enough  to  put 
the  fear  of  gold  in  Fred  Bogart,  a 
former  real  estate  salesman  who  runs 
the  nation's  largest  gold  department 
for  Republic  National  Bank.  Bogart, 
a  hulking  figure  with  a  boxer's  nose, 
says:  "Bars  are  easier  to  shave  or 
counterfeit  than  coins.  Who  knows 
what's  going  to  be  floating  around? 
There  are  a  lot  of  flaky  people  in  this 
business."  The  likely  result:  Many 
dealers  like  Mocatta  Metals,  will 
repurchase  only  their  own  bars,  un- 
less the  seller  is  willing  to  pay  a  hefty 
$40-to-$6()  assay  fee  per  bar.  In  short, 
the  resale  market  will  be  about  as 
liquid  as  bullion  itself. 

Imagine  if  there  were  so  many 
counterfeit  stock  certificates  around 
that  you  could  only  resell  your  shares 
to  your  own  broker-. it  his  pi  ice.  \ot 
much  glitter  in  that,  is  there':' 

Trading— At  A  Price 

Coins  like  the  f\i  ugi  i  rand  hould 
be-  easier  to  trade.  But  they  will 
roughly  the  same  pricing  structure  .is 
bullion— the  dealer's  selling  price  w  ill 
be-  10V  above  gold  value  and  his 
buying  price  will  be   102  to  20'.   be 

low.    With   gold   at    $180,   a   one-ounce 

Krugerrand  or  gold  wafer  will   coil 

yOU  $198,  but  .ill  \ou  cm  sell  il  lor  is 
$102.  That's  aro.ii.il  a  205  sin-. id.  II 
it's  an\  consolation,  the  spreads  an  at 
least  double  that  Foi  i.imi  coins, 
But     compare     it     with     stocks.     Most 

New  York  Stock  Exchange  sharei 
trade  at  about  a  i%  spread,  including 

broker's  commissions. 

The  Interest   in  bullion  could  col 

lapse     just     as     it     did     in     Japan     last 
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mfac  is  a  shopping  center 
in  a  museum  at  a  beach 


Explore  something  different  Eat 
lunch  in  an  architectural  landmark. 
Stay  overnight  in  a  natural  wonder 
Liveonagolfcourse.Gotothe  beach 
and  find  a  museum  that's  also  a 
shopping  center. 

These  are  the  appealing  things 
Americans  are  doing  more  often. 
They  also  are  exactly  the  kinds  of 
things  AmfaC  makes  possible.  Know- 
ing what  people  want  to  do  before 
they  do  it  is  the  keystone  of  our  mar- 
keting approach 

Its  why  we  built  Whalers  Village,  a 
museum  and  shopping  center  at  our 
Kaanapali  Beach  Resort  in  Hawaii. 


Whalers 

And  brought  our  Liberty  House  way 
of  retailing  to  the  West  Coast.  Why 
we're  building  condominium  homes 
around  a  golf  course. 

When  we  expanded  from  our  Hawaii 
base,  this  clear-eyed  view  of  modern 
peoples  needs  was  our  guide.  The 
Fred  Harvey  restaurants  and  hotels 
in  places  like  the  Grand  Canyon  and 
at  major  airports  fit  us  like  a  glove. 
Joseph  Magnin  specialty  stores  re- 
flect our  young-spirited  ideas  of 
fashion. 

All  of  our  acquisitions  were  logical 
extensionsof  our  long  experience  in 
four  basic  fields— merchandising  and 


Village  at  Kaanapali  Beach  Resort,  Maui,  Hawaii 

food  processing,  hospitality  and 
asset  management. 

As  we  expanded  in  these  areas  we 
know  and  manage  best,  we  pros- 
pered. Today  Amfac  revenues  are 
$3/4  billion,  more  than  75  percent 
from  the  U.S.  mainland.  Per  share 
earnings  are  growing  at  the  rate  of 
10  to  15  percent  a  year. 

What  sourbusiness7  Serving  todays 
consumers  directly  with  what  they 
want  and  need.  It's  a  happy  busi- 
ness to  be  in. 

For  a  copy  of  our  latest  report,  write 
to  Amfac,  Inc.,  Dept.  104.  P  O.  Box 
3230.  Honolulu,  Hawaii  96801. 


Serving  People  in  the  U.S.  and  the  Pacific  Basin 


wWe  were  impressed  by 


Ai 


the  big  computer  benefits 
of  even  the  smallest  370s'' 


i 


a  . 


The  IBM  System/370  is  a  comprehensive  family  of  data  processing  systems.  Hundreds  o 
users  are  enjoying  the  benefits  of  small  370s  with  virtual  storage— and  also  are  taking  ac  r 
vantage  of  the  370's  powerful  capability  for  such  functions  as  on-line  data  entry  and  inquir^T 
low-cost  teleprocessing,  and  data  base/data  communications  (DB/DC). 

Like  the  larger  models,  the  smaller  System/370s— the  Models  115,  125  and  135— cai 
handle  a  wide  range  of  sophisticated  applications  for  companies  of  all  types  and  sizes.  Hen 
three  companies  report  on  their  experiences  with  smaller  System/370s. 


". 


At  Sunbrand  Division  of  Willcox  &  Gibbs,  a  Model  115  "holds  down 
our  inventories  while  our  sales  volume  soars'.' 


Growth,  both  in  terms  of  sales  and  of  dat 
processing  applications,  is  very  much  part  o< 
the  picture  for  Sunbrand.  The  Atlanta-base 
division  of  Willcox  &  Gibbs  is  a  distributor  oi 
industrial  sewing  equipment  and  parts. 

"One  reason  we  chose  a  System/370  is  be-l 
cause  the  compatibility  of  the  entire  line  as  I 
sured  us  of  a  growth  path','  says  Jerome  B 
Gilbert,  executive  vice  president.  "We  were 
impressed  by  the  big  computer  benefits  of' 
even  the  smallest  370s.  And  our  installation  of 
the  Model  115  was  unbelievably  smooth" 

Every  day,  the  Model  115  produces  a  status 

report  on  some  00,(XX)  items  in  stock,  which 

serves  as  the  basis  for  keeping  inventories  in 

close  relationship  with  sales.  All  stock  items  and  all  open  orders— as  many  as  40,000  of  the 

latter  at  any  one  time— can  be  swiftly  displayed  on  the  Model  115s  visual  display  terminals, 

permitting  immediate  responses  to  customer  inquiries  and  boosting  operat  ing  efficiency. 

"The  Model  115  holds  down  inventories  while  our  sales  volume  soars— at  a  30  to  40%  rate 
annually,"  says  Gilbert. 


Sunbrand  sells  industrial  sewing  machines  in  the 

U.S.  and  overseas. 


At  C  &  D  Batteries  Division  of  Eltra, 

a  Model  125  "helps  give  us  complete  control 

of  our  manufacturing  expenses!' 

One  of  the  tenets  of  the  "gross  profit  management" 
|}ncept  at  Eltra  Corporation  is  that  cost  control  and  cost 

eduction  programs  must  be  strong  and  up  to  the  minute. 
Inplementmg  this  concept  at  the  C  &  D  Batteries  Divisk  m , 

Model  125  with  an  extensive  on-line  data  base  is  used  to 
|etermine  realistic  costs  on  up  to  400  orders  weekly. 

C&D  is  a  leading  maker  of  industrial  batteries,  with 
leadquarters  at  Plymouth  Meeting,  Pa.  The  product  line 
|icludes  900  different  batteries  and  chargers.  With  prices 

id  availabilities  of  materials  changing  daily,  the  Model 

!5  has  become  "invaluable"  to  engineering  for  product 
[esign,  and  to  accounting  for  detailed  costing. 

"The  Model  125  helps  give  us  complete  control  of  our 

lanufacturing  expenses','  says  C.S.  Vogan,  vice  president. 
|It  also  tells  us  whether  each  order  meets  our  gross 
>rofitability  standards'.' 


C&D  is  a  major  producer  of 
industrial  batteries. 


At  Davis  Bros.,  a  Model  135 "reduced  overall  warehouse  operating 

costs  at  least  15%'.' 

"We  asked  ourselves  how  we  could  pro- 
vide meaningful  information  to  everyone 
who  needed  it,  when  it  was  needed.  We 
reached  that  goal  through  the  Model  135" 
says  John  C.  Davis  III,  president  of  Davis 
Bros.  Inc.  of  Denver,  Colorado.  The  company 
is  one  of  the  country's  major  wholesale  drug 
distributors. 

Jack  Baker,  vice  president,  points  out  that 
"virtual  storage  has  enabled  us  to  do  things 
on  line  that  we  never  thought  possible'.' 

Through  twenty-five  IBM  visual  display 

terminals,  the  status  of  30,000  items  is  kept 

Continuously  current, with  orders  processed  on  a  "real-time"  basis. "With  the  Model  135,  we've 

.ripled  our  order-picking  productivity  and  reduced  our  overall  warehouse  operating  costs  at 

st  15%','  says  Davis. "City  customers  now  often  get  delivery  in  their  stores  less  than  3  hours 

:er  telephoning  their  orders  to  us'.' 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write 
BM  Corp.,  Dept.  83F-FO,  1133  Westchester  Ave.,  White  Plains,  N.Y.  10604. 


Tie  of  twenty-five  IBM 3277  terminals  in  use  at 
)nris  Bros,  of  Denver. 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 


PRODUCE  OF  FRANCE 


loTTLED  IN  FRANCE 


alcolm's  president,  well  send  him 
nd  Marnier  instead  of  the  Chi  vas'.' 

More  good  things  have  been  decided  over  Grand  Marnier  than  any  other  drink  in  the  world. 


.... 


liar  when  gold  ownership  was  legal- 
led  there.  At  first,  customers  lined 
p  outside  Tokyo's  finest  department 
lores.  But  months  later,  when  they 
[?cided  to  sell,  they  found  themselves 

line  again  listening  to  a  polite  clerk 
i.y:  "We  don't  buy  gold  bars.  We 
I  dy  sell  gold  bars.  So  sorry." 

Now  you  can  start  to  see  why  the 
hid  has  got  to  escalate— and  fast— 
jefore  you  can  make  a  buck.  If  gold 
|oesn't  double  quickly,  anyone  paying 
J00  an  ounce  is  only  collecting  me- 
mentos of  an  ill-timed  investment. 

The  buy-sell  spread  is  just  one 
Lctor.  Once  you've  turned  to  the  yel- 
bw  metal,  you  will  realize  that  it 
losts  money  to  wait  for  your  nest  egg 
|)  hatch  a  profit.  There's  the  6%  to 
a  year  your  money  could  be  earn- 
lig  in  a  savings  account,  plus  per- 
laps  a  1%  storage  fee  and  a  2%  insur- 
jnce  premium.  So  gold  can  bug  you 
(or  10%  a  year. 

Now  add  it  all  up.  You  have  to 
J»ay  at  least  10%  above  gold  value 
|o  get  your  coins  or  bars.  It  costs  10% 

year  to  hold  them.  And  you  lose 
It  least  another  10%  when  you  sell. 
|*lus  taxes.  That  means  the  metal  must 
iearly  double  every  three  years  to 
mtperform  a  frumpy-looking  6%  mu- 
licipal  bond.  Face  it.  Gold  and  coins 
Jlon't  stack  up  against  safe-and-sound 
.ompound  interest. 

You  could  cut  carrying  costs  by 
Eliminating  insurance  and  by  stor- 
ing your  collection  at  home;  but  then 
Km  invite  the  ultimate  risk.  When 
"orbes  phoned  singer  Harry  Bela- 
fonte,  the  collector  said  curtly:  "I  just 
lot  ripped  off  for  close  to  $100,000 
forth  of  stuff  from  my  home." 

And  don't  kid  yourself  into  think- 
ing that  thieves  only  pick  on  the  big 
names  with  rich  collections.  Gold  is 
irresistible  to  thieves.  A  Denver  col- 
lector, who  asked  that  his  name  be 
withheld,  told  Forbes  that  he  "died 
la  thousand  deaths"  the  night  he  re- 
Iturned  home  to  find  his  wife  and 
Ithree-year-old  daughter  bound  and 
(gagged.  He  added:  "You  put  your  life 
|on  the  line  with  coins." 

This  is  an  admittedly  morbid  view 
jof  a  seemingly  sick  business.  But  we 
Idon't  go  nearly  as  far  as  long-haired 
Willie  Hershkowitz,  who  says  after 
two  years  of  running  a  Long  Island 
coin  shop:  "If  I  had  any  ideals  before- 
hand, they  are  gone.  Everyone  in  this 
business  is  a  thief." 

Look  at  it  this  way:  Most  people 
got  taken  in  the  stock  market— in 
spite  of  the  Securities  &  Exchange 
Commission  and  all  the  rest  of  the 
paraphernalia  of  protection.  Think 
what's  going  to  happen  to  those  same 
people  out  there  in  that  creepy  coin 
jungle.  Once  again,  there  will  be  more 
money  lost  than  made.   ■ 


t-acis  tor  your  poriiono  on 
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Ferrosels 
new  sales  records 
for  nine  months 
and  third  quarter 


•  Consolidated  net  sales  for  the  nine  months  ended 
September  30,  1974  were  a  record  $229.2  million 
...  a  22.6%  increase  over  the  same  period  in  1973. 

•  Nine-month  earnings  from  continuing  oper- 
ations, before  exchange  gains,  increased  23.1%  to 
$3.51  per  share  compared  with  $2.85  per  share 
during  the  same  period  of  1973.  However,  the  loss 
from  the  operations  of  Jones  Homes,  Inc.  and  its 
disposal  reduced  these  1974  earnings  by  41  cents 
per  share  to  $3.10. 

•  Consolidated  net  sales  for  the  three  months  ended 
September  30,  1974  were  a  record  $82.4  million . . . 
a  26.3%  increase  over  the  same  period  in  1973. 

•  Net  income  per  share  for  the  third  quarter  of  1974 
was  $1.26...  a  16.7%  increase  over  the  $1.08 
recorded  during  1973.  However,  net  income  from 
continuing  operations  before  exchange  gains  was 
$1.26  per  share... a  38.5%  increase  over  the  91 
cents  recorded  in  the  same  period  of  1973. 

Ferro  produces  specialty  materials  for  the  chemical, 
plastic  and  ceramic  industries  in  17  countries 
throughout  the  world.  During  1973  Ferro  achieved 
record  sales  of  $256  million  and  earnings  of  $3.67 
per  share. 

For  detailed  information  on  Ferro,  write  for  our 
1974  Profile  and  latest  financial  report:  Dept. 
F-1215,  One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


^ 
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The  Numbers  Game 


All  Debts  Are  Not  Equal 


A^  the  Greek  philosopher  Epictetus 
once  said,  some  things  in  this  world 
are  not  and  yet  appear  to  be. 

Take  debt.  "It  used  to  be  easy,"  says 
Robert  May,  a  partner  at  Arthur  An- 
dersen  &  Co.  "There  was  no  question 
a  25-year  bond  would  mature  in  25 
years,  and  that  it  went  under  long- 
term  debt  on  the  balance  sheet.  And 
a  60-day  bank  loan  or  a  90-day  note 
or  piece  of  commercial  paper  would 
go  under  current  liabilities." 

Not  any  more.  For  new  plant  and 
equipment,  say,  a  company  may  sell 
commercial  paper  in  the  short-term 
market  through  a  dealer  like  Gold- 
man Sachs  or  Salomon  Bros.— in- 
tending eventually  to  refinance  long 
term.  Or  it  may  obtain  a  five-year  bank 
loan  but,  because  the  bank  prefers  it 
that  way,  handle  the  actual  financing 
with  90-day  notes,  which  it  must  keep 
turning  over.  So  what  is  it?  Long- 
term  debt?  Or  current  liabilities? 

The  accounting  profession  is  trying 
to  decide  whether  to  do  something 
about  this  debt  illusion.  "We  are  trying 
to  get  the  real  story,  even  if  a  com- 
pany says  it  has  its  long-term  financ- 
ing tied  up  with  a  pretty  yellow  rib- 
bon," says  George  R.  Vogt,  a  partner 
at  Peat,  Marwick,  Mitchell  &  Co. 
Haunting  the  auditors  is  the  ghost, 
Penn  Central.  Penn  Central  was  deep 
into  bank  debt  and  commercial  paper, 
but  calling  it  long-term  debt.  Why? 
Because  the  railroad  felt  it  had  com- 
mitments by  lenders  to  keep  rolling 
over  the  short-term  stuff.  Suddenly 
those  commitments  disappeared,  and 
it  was  good-bye  Pennsy. 

If  the  auditors  had  been  armed 
with  a  new  accounting  standard  ex- 
pected to  go  into  effect  Jan.  1,  they 
might  have  blown  the  whistle  on 
Penn  Central.  The  rule,  as  proposed 
by  the  Financial  Accounting  Standards 
Board,  would  require  that  commercial 
paper  and  other  short-term  financing 
(one  year  and  less)  be  very  clearly 
labeled:  current  liabilities.  (Excep- 
tion: a)  the  borrower  has  a  "non- 
cancelable  binding  agreement"  to  re- 
finance the  debt  from  a  financially 
able  source;  b)  the  debt  will  ma- 
ture over  a  year  from  the  date  of  the 
balance  sheet;  and  c)  the  borrower 
intends  to  carry  out  the  refinancing.) 

So  what,  you  may  ask?  What  do  I 
care  whether  it's  called  long-term  debt 
or  short-term  debt  so  long  as  the  com- 
pany is  solvent?  Answer:  You'd  bet- 
ter care.  The  new  rules  make  it  tough- 


er for  companies  to  borrow  money. 

And  look  who's  vulnerable!  None 
other  than  American  Telephone  & 
Telegraph,  that  most  creditworthy  of 
our  giant  corporations.  Ma  Bell,  which* 
is  usually  on  the  side  of  the  angels 
when  it  comes  to  tightening  up  ac- 
counting standards,  is  fighting  mad 
against  this  one.  Warren  W.  Brown, 
an  assistant  controller  at  AT&T,  is  the 
man  who  watches  these  things  for  the 
company,  and  so  we  asked  him  to 
explain.  "The  new  rule,"  he  told 
Forbes,  "would  make  us  pull  the  $1.7 
billion  that  we  now  call  the  interim 
debt  along  with  the  $60  million  in 
long-term  debt  that  would  have  to  be 
refinanced  this  year,  and  move  it  all 
down  into  current  liabilities.  Now  that 
is  an  improper  presentation." 

Brown  explains  that  AT&T  thinks 
that  the  heading  "current  liabilities" 
ought  to  reflect  cash  needed  for  cur- 
rent operations— not  debt  that  AT&T 
can  easily  refinance. 

"Disappearing"  Debt 

One  seeming  improvement,  of 
course,  would  be  to  lower  AT&T's 
debt  ratio  from  47.6%  to  46%.  But 
where  the  change  would  really  hurt 
AT&T  is  in  its  rate  hearings.  As  cur- 
rent liabilities,  the  money  would  not 
count  in  its  capital  base  in  figur- 
ing the  company's  permissible  rate  of 
return.  AT&T  argues  that  this  is  dead 
wrong,  because  most  of  the  money 
has  already  been  put  into  plant  and 
equipment  under  construction. 

"The  regulators,"  Brown  went  on, 
"use  what  is  called  telephone  plant 
for  our  rate  base.  They  figure  this  on 
total  average  capital,  which  consists 
of  equity  capital,  long-term  debt,  in- 
terim debt  and  that  long-term  debt  due 
to  expire,  but  which  is  going  to  be  re- 
financed." They  do  not  consider  cur- 
rent liabilities  as  capital. 

Brown  argues  that  AT&T  has  al- 
ready gone  a  long  way  toward  meet 
ing  the  accountants'  worries.  Last  year 
the  company  reached  a  compromise 
with  the  Securities  &  Exchange  Com- 
mission when  it  agreed  to  set  up  "in- 
terim debt"  as  a  separate  category 
from  long-term  debt.  But  calling  it  in- 
terim debt  is  one  thing,  calling  it  short- 
term  liabilities  is  something  else  again. 

AT&T's  interim  debt  on  last  Sept. 
30  consisted  of  $955  million  in  short- 
term  bank  loans  and  $925  million  in 
commercial  paper.  Its  outstanding 
commercial  paper  has  more  than  dou- 
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bled  this  year  because  of  its  huge 
construction  budget  and  the  sick  state 
of  the  long-term  capital  market.  The 
commercial  paper  has  been  backed,  in 
effect,  by  $1  billion  that  AT&T  car- 
ries under  current  assets  as  cash  and 
temporary  investments.  But  the  tem- 
porary investments  are  advances  in  in- 
dividual Bell  System  units  to  main- 
tain their  debt-to-net-worth  ratios 
when  they  go  to  the  debt  market. 

Granted,  the  accountants  have  pro- 
vided for  exceptions.  But  to  take  ad- 
vantage of  the  exceptions,  AT&T 
would  need  binding  contracts  from 
lenders  to  refinance  their  short-term 
loans.  Could  the  lenders  provide  such 
contracts?  "In  my  opinion,"  says  con- 
troller Brown,  "we  could  not  get  non- 
cancelable  binding  agreements.  How 
in  the  world  could  we  have  binding 
agreements  with  the  hundreds  of 
banks  around  the  country  from  whom 
we  take  short-term  borrowings  and 
do  refinancing?" 

As  a  bank  officer  in  a  leading  New 
York  City  bank  points  out,  lenders 
usually  agree  to  refinance  as  long  as 
there  is  no  "material  adverse  change" 
in  a  company's  position  by  the  financ 
ing  date.  The  ambiguity  is  purposeful, 
and  protects  banks  against  rurthei 
Penn  Centrals.  "This  is  a  critical  point 
though,"  says  Arthur  Andersen's  May. 
"One  adverse  change  might  be  that  a 
company  can't  sell  its  paper.  That  givei 
us  a  lot  of  concern." 

In  AT&T's  view,  the  proposed  rule 
change  might  throw  off  some  oi  tin- 
utility's  critical  ratios  without  real  I  \ 
giving  the  average  Investor  any  bettei 
understanding  of  the  company. 

"The  purpose  of  our  balance  sheel 
is  not  to  inform  an  investor  so  much 
as   it   is  to   inform   a  creditor,"  says 
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Sherwin-WilHams. 
We  always  had  substance. 
Now  wehave  style,  too. 
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We  think  you're  going  to  like  our  style 

You'll  see  it  on  everything  we  touch.  And  we're  into 
lots  of  things  that  touch  people's  lives. 

We're  big  in  paints,  of  course.  The  biggest,  in  fact 
But  we're  so  much  more. 

We're  one  of  the  biggest,  most  successful  retailers 
in  the  country,  with  over  1700  stores  coast-to-coast. 

And  in  these  stores,  we  sell  a  wide  variety  of 
carpeting.  Imagine  J700  stores  selling  carpeting, 
profitable  carpeting.  We  sell  wallcoverings,  more  than 
anybody  else.  Draperies,  too,  at  many  of  our  storea  Not 
to  mention  paints. 

Which  we  tie  in  all  together  with  free,  expert 
decorating  advice.  No  wonder  business  in  our  stores  has 
been  so  good. 

We're  doing  everything  with  style.  And  if  you're 
looking  for  substance,  get  a  copy  of  our  annual  report. 
Which  you'll  receive  by  request  from  J.F.  Cole,  The 
Sherwin-Williams  Company,  Box  F124, 101  Prospect 
Avenue,  N.W.,  Cleveland,  Ohio  44115.  cucc 

Helps  you  do  it  all. 


Training 

It's  not  the  only  reason 

to  move  your  plant  to 

North  Carolina,  but 

it's  an  important  one. 

Our  statewide  network  of  technical  institutes  and 

community  colleges  will  work  out  a  custom-tailored 

training  program  for  your  business  at  no  cost. 

But  that's  not  all  you  can  expect  from  North  Carolina. 

Our  industrial  climate,  transportation  system, 

power  rates,  banks,  water-oriented  sites,  educational 

and  research  facilities,  plus  our  cities  all 

offer  distinct  advantages. 

Want  to  learn  more? 

Just  fill  in  and  mail  the  coupon  below. 


North  Carolina  Dept.  FBM-8 

Division  of  Commerce  and  Industry, 
Box  27687,  Raleigh,  North  Carolina  27611 

Please   send   your   Transportation   and    Utilities 
Directory  and  additional  data  on  North  Carolina. 

Name 


Firm_ 


Address. 
City 


jState_ 


-Zip. 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


Address. 


City. 


.State. 


Zip. 


.Phone. 


Capital 
Financial 

Services 


DEPT.    F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  Un.ted  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


The  Numbers  Game 


Brown.  "The  creditor  is  interested 
your  current  ratio.  We  don't  think  t 
sophisticated  users  of  our  statem 
are    misled    by    the    presentation 
debt  we're  now  following." 

"Today's  financial  statements  are 
prepared  only  for  the  sophisticate 
counters  George  Vogt  of  Peat,   M 
wick.  "Every  investor  needs  to  und< 
stand  a  company's  liquidity  position. 

While  the  rule  change  could  pro 
annoying  for  AT&T,  it  would  cut 
en  deeper  for  the  other  telepho 
companies  like  General  Telephone 
Electronics  and  Continental  Te 
phone.  Continental  now  carries 
commercial  paper  in  short-term  de 
and  interim  categories,  like  AT& 
GT&E  keeps  around  $570  million 
its  commercial  paper  outstandin 
plus  $323  million  in  short-term  bar 
loans,  out  of  current  liabilities  by  lis 
ing  it  under  a  category  called  "shor 
term  obligations." 

The  real  blow,  however,  might 
to  utilities  like  Boston  Edison,  who; 
credit  rating  has  been  dropped  on 
three  different  occasions  in  the  past 
few  years  by  Moody's.  Once  AAA,  it'f 
now  down  to  Baa.  Faced  with  tougl 
going  in  the  public  market,  Bostol 
Edison  has  doubled  its  short-teril 
borrowings  from  its  1973  average  to 
over  $145  million  in  August.  Not  inl 
eluded  in  the  short-term  load,  hut 
carried  as  long-term  debt,  is  $60  mil 
lion  in  short-term  notes. 

Once  auditors  start  out  to  pin  down 
and  disclose  financing  agreements 
there's  no  telling  where  the  trail  wil 
lead.  What  about  the  $4.9  billion  in 
commercial  paper  that  the  General 
Motors  Acceptance  Corp.  has  out! 
standing?  Is  that  a  current  liability! 
What  about  Chrysler  Corp.'s  $1.4  bill 
lion  in  unsecured  short-term  notes? 

Brown   of   AT&T   argues   that    the 
rule  should  be  limited  to  companic^ 
with     lower     credit     ratings,     which 
should  be  watched  for  signs  of  insol- 
vency. "That's  where  the  danger  lies," 
he  says.  The  SEC,  however,  is  mgin 
the    accountants    on.    John    (Sandy] 
Burton,    chief    SEC    accountant,    s.i\ 
firmly:  "I  don't  see  why  one  class  o 
company,   or  companies   with   certaU 
ratings,   should    get   off   the   hook.    I 
ought  to  apply  across  the  hoard." 

"We  are  going  to  be  taking  a  lot 
closer  look  at  those  credit  agreement! 
from  now  on,"  says  accountant  Ma\. 
While  it's  hard  to  say  who's  right,  it 
is  comforting  to  know  that  the  M 
countants  are  finally  trying  to  lock  1 1  •« - 
barn  doors  through  which  so  many 
purloined  horses  have  passed.  ■ 
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We  report  the 

financial  news  every  day. 

But  it  isnt  every  day 

we  get  to  be  part  of  it. 


We  are  happy  to 
announce  that  as  of 
November  30,  1974, 
there's  a  significant 
new  symbol  on  the  New 
York  Stock  Exchange. 

KRN.  Knight- 
Ridder  Newspapers.  Us. 

It  represents  the 
merger  of  two  success- 
ful companies  to 
become  one  very 
successful  company. 

As  Knight-Ridder, 
we  now  have  the 
largest  combined  daily 
circulation  of  any 
newspaper  group  in 
America.  With  35 
papers.  Every  week, 
we  deliver  some 
27,000,000  papers  in 
16  states. 

And  with  more 


than  $550,000,000  in 
gross  revenue,  we  are 
now  the  second  largest 
publicly-owned  news- 
paper group. 

So  obviously,  the 
merger  means  a  lot  to 
us  financially.  It  gives 
us  a  broader,  more 
diversified  income 
base.  More  stock 
available  for  trading. 
A  stronger  balance 
sheet. 

But  as  journalists 
we  think  the  merger 
means  even  more. 
Because  it  will  help  us 
put  out  even  better 
newspapers.  For  one 
thing,  each  paper  has 
more  financial  strength 
behind  it.  For  another, 
each  now  has  a  deeper 


pool  of  editorial  and 
business  talent  to 
draw  upon. 

And  while  all  our 
papers  will  be  stronger, 
we  expect  them  to  be 
just  as  independent 
as  before.  Especially  in 
terms  of  relating  to 
the  communities  they 
serve. 

The  merger  of 
Knight  Newspapers 
and  Ridder  Publica- 
tions is  the  most 
significant  in  the 
history  of  the  news- 
paper business. 

One  that's  good 
not  only  for  our  com- 
pany and  our  news- 
papers, but  also  for  our 
communities  and  for 
our  readers. 


Knight- 
Ridder 
Newspapers 

ABERDEEN   AMERICAN    NEWS 

AKRON   BEACON  JOURNAL 

BOCA   RATON    NEWS 

BOULDER   DAILY   CAMERA 

BRADENTON    HERALD 

CHARLOTTE   NEWS 

CHARLOTTE  OBSERVER 

COLUMBUS  ENQUIRER 

COLUMBUS  LEDGER 

DETROIT  FREE  PRESS 

DULUTH   HERALD 

DULUTH  NEWS-TRIBUNE 

GARY  POST-TRIBUNE 

GRAND  PORKS  HERALD 

LEXINGTON  HERALD 

LEXINGTON  LEADER 

LONG  BEACH  INDEPENDENT 

LONG   BEACH   PRESS-TELEGRAM 

JOURNAL  OF  COMMERCE 

AND  COMMERCIAL 

MACON   NEWS 

MACON  TELEGRAPH 

MIAMI    HERALD 

NILES  DAILY  STAR 

PASADENA  STAR-NEWS 

PHILADELPHIA   DAILY  NEWS 

PHILADELPHIA  INQUIRER 

SAN   JOSE   MERCURY 

SAN   JOSE   NEWS 

ST    PAUL   DISPATCH 

ST    PAUL  PIONEER   PRESS 

SEATTLE  TIMES 

(65%   of  non-voting  stock, 

49.5%   of  voting  stock) 

TALLAHASSEE   DEMOCRAT 

WALLA   WALLA 

UNION  BULLETIN 

(a  subsidiary  of  Seattle  Times  Company) 

WICHITA  BEACON 

WICHITA    EACU 


Silver  Cloud,  Dark  Lining 

It  has  been  a  weird  kind  of 
year  for  Tom  Jones  of  Northrop. 


Thomas  V.  Jones,  54,  could  be  on 
the  threshold  of  the  greatest  triumph 
of  his  business  life.  Chairman,  presi- 
dent and  chief  executive  of  Northrop 
Corp.,  Jones  has  been  pushing  for 
the  past  21  years  his  and  Northrop's 
concept  of  what  a  fighter  plane  should 
be:  light,  effective  and  relatively 
cheap  rather  than  "biggest  and  best, 
and  damn  the  cost."  There  is  every 
sign  that  it  is  a  concept  whose  time 
has  finally  come. 

But  Jones's  triumph  is  tinged  with 
sadness. 

In  one  week  in  November  Northrop 
was  the  subject  of  two  major  New 
York  Times  stories.  One  must  have 
made  Tom  Jones  proud.  It  quoted 
John  W.  Taylor,  editor  of  Jane's  All 
the  World's  Aircraft,  as  predicting 
that  Northrop's  advanced  fighter,  the 
YF-17,  would  probably  win  out  over 
three  other  contenders  to  snare  orders 
for  350  planes  and  $1.6  billion  as  a 
replacement  for  the  aging  F-104s 
owned  by  four  North  Atlantic  Treaty 
Organization  countries. 

But  the  other  could  only  have 
caused  Jones  pain.  It  told  how  North- 
rop had  had  to  settle  a  stockholders' 
suit  under  terms  costly  to  him  in  both 
money  and  status. 

That's  the  kind  of  a  year  1974  has 
been  for  Northrop  and  Tom  Jones: 
good  news  on  the  business  front,  bad 
news  elsewhere. 

Northrop's  business  is  very  good  in- 
deed. The  company  has  solved  the 
problems  that  have  plagued  its  non- 
aircraft  division  in  recent  years;  mean- 
while, its  handy  little  F-5E  fighter  is 
approaching  peak  production  of  20 
per  month.  At  a  relatively  cheap  $2 
million  per  plane,  the  F-5E  is  a  favor- 
ite with  foreign  governments.  In  what 
is  hardly  a  banner  year  for  defense 
contractors,  Northrop  is  breaking  rec- 
ords. At  the  nine-month  mark  its  sales 
were  up  31%  over  last  year's  and 
headed  for  a  record  $800  million-plus. 
Earnings  for  the  nine  months  climbed 
91%,  and  for  the  full  year  could  hit 
$4.50  a  share— again  its  best  ever. 

Amidst  all  this  good  news,  Tom 
Jones  pleaded  guilty  last  May  to 
charges  brought  by  the  Watergate 
special  prosecutor  of  making  illegal 
contributions  to  the  Nixon  campaign. 
In  itself,  that  would  have  been  an  em- 
barrassment even  though  Jones  had 
plenty  of  company.  However,  the 
Watergate  charges  so  angered  a 
stockholder,  New  York  corporation 
lawyer  Jay  Springer,  that  he  hired  a 


California  public-interest  law  firm  and 
sued  Jones  and  the  company. 

Around  the  time  the  suit  was  filed, 
Northrop  undertook  a  special  audit. 
The  audit  has  not  yet  been  made  pub- 
lic, but  according  to  Northrop,  it  re- 
vealed that  at  least  one  of  a  network 
of  worldwide  consultants  used  by 
Northrop  had  been  returning  part 
of  Northrop's  fees  to  the  U.S.  for  po- 
litical contributions  for  the  past  12 
years.  How  widespread  such  launder- 
ing may  have  been  is  not  yet  known. 
An  investigation  is  still  proceeding. 

Early  last  month  Northrop  an- 
nounced it  had  settled  the  stockhold- 
ers' suit— but  on  what  terms!  The 
agreement,  which  has  been  tentative- 
ly approved  by  a  federal  judge— but 
not  yet  by  stockholders— specifies  that 
the  company  would  bring  in  four 
new  outside  directors.  It  also  provides 
that  the  outside  directors  will  control 
the  executive  committee  and  that  the 
judge  will  approve  the  new  directors 
in  consultation  with  the  plaintiffs'  rep- 
resentatives. The  investigation  must 
be  continued  into  what  Northrop's 
foreign  consultants  did  for  and  with 
the  fees  they  collected;  the  new  execu- 
tive committee  must  supervise  it. 

For  Jones,  personally,  the  settle- 
ment was  costly.  He  is  not  a  rich  man, 
as  the  heads  of  major  corporations  go; 
his  Northrop  holdings  are  probably 
worth  not  much  more  than  $1  million. 
But  he  has  already  had  to  pay  his 
fine,  reimburse  the  company  for  some 
of  its  expenses  and  for  $95,000  of  the 
Nixon  contribution— for  a  total  bite  of 
$155,000.  He  will  also  have  to  pay 
his  personal  legal  expenditures,  which 
may  hit  $250,000.  The  agreement  al- 
so provides  that  Jones  will  relinquish 
one  of  his  titles  within  18  months. 

However,  Jones  remains  Northrop's 
boss— and  no  one  can  take  away  from 
him  his  pride  in  the  way  he  built  a 
small  and  shaky  defense  contractor  in- 
to a  major  contender  in  a  tough  busi- 
ness. In  a  field  where  on-time  and  on- 
cost deliveries  are  rare,  Northrop  has 
delivered  2,500  airplanes,  every  one 
on  time  and  on  cost.  Both  the  success 
of  his  F-5E  and  the  prospective  suc- 
cess of  the  YF-17  are  a  tribute  to 
Jones's  basic  philosophy:  "to  come 
up  with  elegant  solutions— that  is,  el- 
egantly simple." 

Jones  insists  on  the  best  of  every- 
thing in  plant  and  equipment,  so,  not 
surprisingly,  the  company  has  been 
heavily  in  debt.  But  it  has  reduced 
that  debt  from  50%  of  total  capital  in 


Jones  of  Northrop 


1968  to  28%  by  the  end  of  1973. 

Jones,  a  tall,  lean  man  throbbing 
with  energy,  attributes  the  record  of 
his  aircraft  division  to  enthusiasm. 
"You  just  have  to  make  everybody 
religious,"  he  likes  to  say.  "That's  the 
only  way  you  can  be  sure  of  getting 
quality  and  of  meeting  schedules  and 
cost  commitments." 

Within  weeks,  Northrop  will  learn 
how  its  YF-17  will  fare  in  a  contest 
with  General  Dynamics'  YF-16  (or  a 
big  Air  Force  contract.  The  potential 
payoff  is  so  great  that  political  pres- 
sure has  been  building  to  make  sure 
the  winner  doesn't  take  all.  Already 
Northrop  and  General  Dynamics  have 
each  agreed  to  let  another  aerospace 
company  be  the  prime  contractor  if 
the  Navy  should  choose  a  version  oi 
its  plane.  And  the  Department  of  IV 
fense  has  promised  coproductkm  eon- 
tracts  for  European  companies  il  an 
American  craft  gets  NATO's  nod. 

Even  so,  it  will  be  a  rich  prize  Eoi 
the  winner,  and  a  great  joy  for  Tom 
Jones  if  the  winner  should  be  North* 
rop,  by  far  the  smallest  <>l  tin  major 
U.S.  defense  contractors, 

So  far  as  the  campaign  contribu- 
tions are  concerned,  nobody  has  pro- 
duced any  evidence,  or  at  least  none 
has  been  made  public,  to  suggest  that 
the  money  did  Northrop  any  good,  01 
that  the  company's  success  was  due 
to  anything  other  than  the  unques- 
tioned quality  of  its  product.   ■ 
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dragline  at  the  coal  mine. 
A  day's  production  lost.  Unless  help  comes  fast. 

It's  a  job  for  a  Bell. 


The  coal  we're  after  now  is  in  the  back  country. 
It's  hard  to  get  to.  Breakdowns  in  equipment  can 
be  costly. 

If  repairs  have  to  come  in  over  rough  mountain 
roads,  a  mine  can  lose  a  whole  day  of  production 
just  waiting. 

That's  why  you  see  so  many  Bell  helicopters  in 
coal  country. 

A  Bell  straightens  out  those  crooked  back  roads. 
Gets  repairmen  and  parts  to  the  mines  in  minutes, 
instead*of  hours.  Keeps  down-time  low,  production 
high. 

The  coal  mines  that  have  Bells  do  everything 
more  efficiently.  They  supervise  production  more 


v  textron  company 


closely.  They  survey  new  properties  faster.  They 
use  their  Bells  every  day  to  get  more  done. 

A  Bell  doesn't  need  a  road.  It  doesn't  oven  need 
a  runway.  It  can  take  off  or  land  almost  any  place  a 
man  can  stand. 

No  other  vehicle  is  as  independent  of  geograph- 
ical conditions. 

That's  why  Bell  helicopters  are  especially  impor- 
tant to  people  in  the  resource  and  energy  fields. 
Fields  like  forestry,  petroleum,  mining  and  power 
transmission. 

Today,  everybody  involved  in  supplying  energy 
has  got  a  big  job  on  his  hands. 

,« sa  job  for  a  Ben  the  i&rtllSver 

depend  on  ■B^fel 

HELICOPTER 

FT.  WORTH,  TEXAS 
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The  Productivists... 


Tn 
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Our  corporate  lenders  work  with  industry  to  channel  some  $13-billion  in  funds— 

for  raw  materials  and  finished  products  today,  and  their  replacement  for  future  generations. 

Consider  the  source. 


Manufacturers  Hanover 


The  $26 -billion  source.  Worldwide. 


BeMis  is  TexTii.es,  racKaanG, 

MdCHineRX  PRinTinG  inKS... 

anDQLOTMORe. 


We're  thousands  of  products  for  millions 

of  people. 

But  we're  not  a  conglomerate. 

Because  we  grow  out  of  ourselves 

.  .  .  creating  new  products  from 

existing  technologies.  For  vastly 

different  markets. 

That's  the  secret  of  our  growth. 

It's  why,  over  the  last  10  years, 


we've  had  an  average  annual  growth  rate 
of  15.5%  in  net  profits  before 
extraordinary  items. 

And  why  1 973  was  our  best  year  ever. 
Want  to  know  more?  Write  for  our 
annual  report. 

Bemis  Company,  Inc., 

800  Northstar  Center, 

Mpls.,  MN  55402. 
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Printing  inKS  and  other 
graphic  arts  products. 


Textile  fabrics;  threads, 
twines  and  yarns. 


Plastic 
packaging 


Today  A  Hero.  But  Tomorrow? 


in  an  economic  crunch,  who  knows  best  how  to  run  an  electric  utility — 

the  engineer  or  the  professional  manager?  In  Florida,  it  makes  for  fascinating  rivalry. 


Siccess  can  be  such  a  fleeting  affair. 

In  Miami's  Everglades  Hotel  last 
month  some  220  civic  leaders  gath- 
ered at  a  roast  beef  and  green  pea 
luncheon  to  honor  Marshall  McDon- 
ald, 56,  the  jovial,  backslapping  pres- 
ident of  Florida  Power  &  Light  ($885 
million  in  revenues),  which  had  been 
named  by  the  trade  magazine  Elec- 
tric Light  &  Power  as  the  electric 
utility  of  the  year. 

It  was  understandably  a  happy 
day  for  McDonald,  top  man  at  Flori- 
da P&L  since  1972.  McDonald,  pre- 
viously president  of  a  Union  Oil  con- 
struction subsidiary,  calls  himself  a 
professional  manager  and  candidly 
admits  he  knows  nothing  about  elec- 
tricity. "I  know  how  to  turn  on  a 
switch  and  that's  about  all.  When  I 
leave  the  company,  I  don't  reckon  I'll 
know  any  more  about  electricity  than 
I  do  right  now.  But  I  do  know  how 
to  manage." 

Hard  Times 

But  it  was  a  different  story  the 
day  before  in  upstate  St.  Petersburg. 
There,  President  Andrew  H.  Hines 
Jr.  of  Florida  Power  Corp.  ( $363  mil- 
lion in  revenues),  an  engineer  who 
does  know  almost  everything  about 
electricity,  ruefully  recalled  how  his 
utility  won  that  same  award  in  1970. 

With  a  deep  sigh,  Hines,  51  and 
gray  at  the  temples,  leaned  across  his 
desk,  picked  up  an  old  20  millimeter 
shell  and  said,  "See  the  teeth  marks 
on  this  bullet?  We  are  chomping  all 
over  it." 

Indeed  he  is.  Since  becoming  pres- 
ident in  March  1972,  Hines  has 
trimmed  this  year's  construction  budg- 
et from  an  initial  $290  million  to 
around  $101  million,  the  lowest  lev- 
el since  1970.  Next  year  Hines  thinks 
he'll  spend  even  less.  Much  less.  "We 
are  not  writing  any  checks  that  won't 
clear  the  banks,"  he  says.  "We  intend 
to  stay  solvent." 

Since  Hines  admits  his  company 
can  issue  neither  bonds  nor  stocks, 
that  means  a  near  total  clamp  on 
spending. 

Even  in  an  era  of  wholesale  cut- 
backs by  utilities,  what  Hines  is  do- 
ing at  Florida  Power  boggles  the 
mind.  "We've  mothballed  a  515-mega- 
watt  steam  unit  that  was  scheduled 
to  go  on  line  in  December  1975  and 
is  over  30%  complete,"  explains  Hines. 
"But  the  toughest  decision  was  cut- 
ting the  heart  out  of  the  nuclear 
program." 


In  1971  Florida  Power  announced 
plans  for  a  second  nuclear  power  unit. 
It  scrapped  that  plan  a  year  later 
after  watching  the  price  of  its  first 
nuclear  unit  nearly  triple  and  its  com- 
pletion date  slide  by  2J£  years.  Now 
the  first  nuclear  unit,  which  should 
cut  6  million  barrels  of  oil  off  Flori- 
da Power's  22-million-barrel  annual 
consumption,  is  94%  complete.  And 
Hines  is  putting  that,  too,  into  moth- 
balls. That's  how  tight  Florida  Power 
is  for  cash. 

"Sure  it  means  the  lights  will  be 
out  more  frequently,"  Hines  goes  on 
with  a  resigned  shrug,  "and  when 
they  go  out,  they  won't  come  on  so 

POWER  RACE 
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In  sales,    it's   still   a 

neck-and-neck   race . . . 
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fast."  Moments  later,  graphical!)  un- 
derlining his  words,  the  lights  in  Flor- 
ida Power's  swank  new  $13-milhon 
headquarters  did  go  out,  leaving 
Hines  to  eat  his  liver  and  onions 
lunch  in  the  darkened  cafeteria. 

In  sharp  contrast,  Florida  P&L's 
Marshall  McDonald  is  making  hard- 
ly any  cutbacks,  merely  delaying  a 
year  or  so  completion  of  two  fossil- 
fueled  units.  Says  McDonald  flatly, 
"Florida  Power  is  in  a  worse  position 
than  we  are." 

It  wasn't  always  that  way.  For 
years  the  two  Florida  utilities  lock- 
stepped  their  way  to  success.  Regulat- 
ed even-handedly  by  the  same  public 
service  commission,  they  both  bene- 
fited handsomely  from  the  boom  that 
came  with  the  migration  southward. 
Earnings  grew,  on  average,  better 
than  9%  annually,  and  to  many  out- 
siders the  only  thing  that  set  Florida 
P&L  apart  was  being  2/2  times  larger 
than  Florida  Power. 

This  year  it's  evident  there  are  real 
differences.  In  the  12  months  ended 
Sept.  30,  Florida  Power's  earnings 
plunged  35%,  to  $2.18  a  share  while 
Florida  P&L's  slipped  only  16%,  to 
$2.59  a  share.  Florida  Power  now  re- 
turns only  7%  on  its  shareholders' 
equity,  vs.  almost  11%  for  Florida 
P&L.  Both  stocks  collapsed  with  the 
market's  disenchantment  over  the 
economy  in  general  and  utilities  in 
particular,  but  Florida  P&L  in  two 
years  is  off  68%,  from  40  to  13,  while 
Florida  Power  is  off  78%,  from  above 
50  to  below  11. 

Why  the  sudden  change  in  for- 
tune? Put  bluntly,  Florida  Power  over 
the  years  became  complacent.  Its 
management,  a  long-term  contract  un- 
der its  belt  for  oil  at  $2.71  a  barrel, 
smiled  contentedly  when  in  1957 
Florida  P&L  negotiated  for  a  pipeline 
to  bring  into  the  state  what  appeared 
to  be  costlier  natural  gas  from  Texas 
and  Louisiana.  And  when  Florida  P&L 
plunged  early  into  nuclear  power,  in 
effect  getting  one  of  the  last  cheap 
turnkey  plants,  Florida  Power  sat 
back  smugly  with  its  cheap,  abun- 
dant Venezuelan  oil. 

Everybody  knows  what  has  hap- 
pened to  oil  prices,  but  few  felt  the 
change  as  much  as  Florida  Power, 
which  insisted  on  keeping  almost  all 
its  eggs  in  the  wrong  basket  and  now 
meets  81%  of  its  fuel  needs  with  im- 
ported oil.  Florida  P&L  also  used  Ven- 
ezuelan oil,  but  those  natural  gas  and 
nuclear    plants    now    supply    half    its 
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There's  Gas  Energy 
in  a  lump  of  coal. 


Clean  natural  gas  can  be  made  from  coal  Before  long  it 
should  be  practical  on  a  large  commercial  scale. 

Coal  gasification  is  just  one  of  many  new  projects  the  gas 
industry  is  working  on  to  develop  additional  sources  of 
gas.  We're  also  importing  Liquefied  Natural  Gas,  prepar- 
ing to  pipe  in  Alaskan  gas,  experimenting  with  synthetic 
natural  gases.  By  1990  America's  use  of  natural  gas  is 
expected  to  increase  by  seventy  percent,  nearly  a  third 
of  it  coming  from  these  new  supplemental  sources. 

Use  gas  wisely.  It's  clean  energy  for 

today  and  tomorrow.  ncAxzszsr  (I 


11CCC4J. 


11V.    .1UU  . 


must  demand  an  extra  $15.60  for 
each  1,000  kilowatt  hours  of  electric- 
ity used  by  residential  customers,  vs. 
$9.19  for  Florida  P&L.  Not  surpris- 
ingly, customers  are  balking,  and  de- 
linquent accounts  at  Florida  Power 
have  tripled  this  year. 

McDonald,  a  chartered  accountant 
and  lawyer  by  training,  who  collect- 
ed an  MBA  from  the  Wharton  School 
of  Finance  &  Commerce,  is  too  po- 
lite to  kick  a  neighbor  when  he's  down. 
But  it's  pretty  clear  McDonald  thinks 
it's  largely  a  question  of  superior  man- 
agement. In  fact,  he  publicly  boasts 
of  his  intention  to  turn  Florida  P&L 
into  not  only  just  the  best  managed 
utility  but  the  best-run  company  in 
the  country. 

And  what  does  Hines  of  Florida 
Power  say?  "I'd  say  it's  too  early  to 
say  which  is  the  smarter  manage- 
ment," he  replies.  "We  are  substan- 
tially ahead  of  them  in  work  prac- 
tices in  the  field.  They've  taken  a 
couple  of  strikes,  we  haven't." 

In  one  way  at  least,  the  fuel  prob- 
lem hurt  Florida  P&L  more.  In  Oc- 
tober Florida's  attorney  general  ruled 
utilities  couldn't  automatically  pass 
along  fuel  costs  without  public  hear- 
ings. His  timing  couldn't  have  been 
worse.  Florida  P&L  was  trying  to  raise 


v  -t-^Jt-/      luuiiuij      in      uuiiua     aim     v^w      uni- 

lion  in  preferred  stocks.  But  when  it 
couldn't  guarantee  its  revenues  any 
longer,  its  underwriters,  led  by  Salo- 
mon Bros.,  canceled  the  issue,  and 
Moody's  lowered  its  bond  rating  to 
single  A.  Last  month  Florida  P&L 
did  raise  $125  million  in  seven-year, 
unsecured  notes,  but  only  by  paying 
almost  an  extra  point  in  interest,  and 
McDonald  reckons  his  firm  will  pay 
an  extra  $300  million  in  interest 
charges  before  it  gets  back  its  dou- 
ble A  rating. 

The  Inheritors 

The  fact  of  the  matter  is  that  pres- 
ent results  don't  reflect  much  on  either 
Hines  or  McDonald.  Both  in  a  sense 
are  new  boys,  living  off  their  predeces- 
sors' decisions.  But  what  they  are 
doing  now  will  decide  which  compa- 
ny turns  around  the  faster.  And  in 
this  Hines  leaves  no  doubt  of  his  con- 
viction that  he  is  being  more  realistic 
than  McDonald  and  most  other  utility 
bosses.  "This  is  going  to  be  a  big 
test  of  management.  You'll  see  a  dif- 
ference in  styles  and  results  over  the 
next  two  years." 

McDonald  and  Florida  P&L  aren't 
cutting  back  much  because,  as  an 
aide  puts  it,  "We  wouldn't  dare,  not 
with  all  the  growth  in  demand  that 
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tening  down  hard.  "We  are  using  so- 
ber realism,  not  rose-colored  glasses,'' 
claims  Hines,  who  sees  the  influx  in- 
to Florida  resuming  eventually,  but  not 
before  there's  a  terrific  storm.  "We 
are  expecting  a  semidepression  and 
we  are  operating  the  company  ac- 
cordingly," he  says.  "We  are  headed 
into  a  gale.  I  don't  know  of  anybody 
who  is  battening  down  the  hatches 
and  pumping  out  the  bilges  the  way 
that  we  are." 

Who  is  right?  Is  McDonald  being 
too  complacent  or  is  Andy  Hines  over- 
reacting, almost  panicking  because 
the  gloss  is  off  Florida  for  the  first 
time  in  30-odd  years?  It's  too  early 
yet  to  tell  with  certainty  who  will 
be  tomorrow's  hero.  But  a  new  study 
by  Citicorp's  Advance  Mortgage  unit 
does  make  this  prediction:  There  will 
be  no  real  pickup  in  residential 
building  for  the  country  as  a  whole 
until  late  1975.  And  not  until  prob- 
ably 1977  for  Florida,  with  its  rows 
of  unsold  condominiums. 

Putting  the  bullet  back  on  his  desk, 
Andy  Hines  looks  up  with  half  a  smile 
and  says,  "If  Florida  Power  cuts  every- 
thing down  and  doesn't  spend  any- 
thing, then  I  think  it's  logical  there 
should  be  good  financial  results."  If 
the  customers  will  stand  for  it.   ■ 


Thinking  of  computer  terminals? 


THINK  HAZELTINE! 

He's  not  really  thinking  about  computer  terminals— 
but  he  might  be  thinking  about  commitment.  And  you 
might  think  about  that,  too!  At  Hazeltine,  we're  very 
serious  about  our  commitment  to  performance  and 
reliability ...  to  worldwide  service  and  support ...  to 
you  as  a  customer.  When  you  think  about  computer 
'erminals,  think  about  commitment  and  call  Hazeltine 


Hazeltine 


Corporation 


Computer  Peripheral  Equipment,  Greenlawn,  NY.  11740 
(516)  549-8800  Telex  96-1435 

N   Y.  (212)  586-1970  Q  Boston  (617)  261-5867  □  Phila.  (215)  676-4348  □  Pittsburgh  (412)  343-4449  Q  Wash..  DC.  (703)  979-5500  □  Rochester  (716)  254-2479 
;  Vidwest:  Chicago  (312)  986-1414  □  Cleveland  (216)  734-5363  Q  Detroit  (313)  355-3510.  South:  Dallas  (214)  233-7776  □  Atlanta  (404)  393-1440 
3  Houston  (713)  783-1760  □  Orlando  (305)  628-0132    West:  San  Mateo  (S.F.)  (415)  574-4800  D  L.  A.  (213)  553-1811  Q  Denver  (303)  770-6330  □  Seattle  (206)  242-0505 
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Again 

Mercedes-Benz  quietly  astonishes 

the  engineering  world. 

Announcing 

the  new  Mercedes-Benz  300D. 

The  world's  only  5-cylinder 

automobile. 


Interna/  workings  of  the  new  300D,  the  world's  only  5-cylinder  automobile. 


Raising  the  eyebrows  of  the 
engineering  world  is  not  new 
to  Mercedes-Benz.  We  did  it 
when  we  invented  the  automo- 
bile in  1886.  We  did  it  when  we 
introduced  the  world's  first  pro- 
duction Diesel  passenger  car  in 
1936.  Now,  with  the  introduce 
tion  of  a  5-cylinder  automobile 
—  the  new  300D  —  we've  done 
it  again. 

The  5-cylinder  300D  clearly  flies 
in  the  face  of  engineering  con- 
vention. It  establishes  a  whole  new 
ategory  of  Diesel— a  whole  new 
zategory  of  automobile. 

Why  a  5-cylinder? 

ercedes-Benz  wanted  to  make  a 

ertormance  Diesel.  A  new  car  that 

iad  much  greater  horsepower  and 

rque,  but  did  not  sacrifice  the 


C  'ountrywde,  Diesel  fuel  averages  about 

5t'  less  than  gasoline.  So  the  new  300D goes 

more  miles  on  cheaper  gallons. 

economy  and  reliability  of  previous 
Mercedes-Benz  Diesels. 

Nearly  four  decades  of  Diesel 
experience  told  the  Mercedes-Benz 
engineers  that  a  major  power  in- 


crease would  have  to  come  from  an 
entirely  different  engine.  Not  one 
with  bigger  cylinders  — one  with 
more  cylinders. 

If  engineering  convention  were 
to  be  served,  the  next  step  up  from 
our  standard  4-cylinder  Diesel 
should  have  been  a  6-cylinder  en- 
gine. But  because  of  the  strength 
necessities  particular  to  all  Diesels, 


most   advanced  Diesel   passenger 
car  the  world  has  ever  seen. 

24  rnpg  in  town, 
31  on  the  highway 

Increased  performance  does  not 
mean  decreased  economy.  Accord- 
ing to  the  most  recent  Federal  E.P.A. 
test  report,  the  new  300D  can  get 
up  to  24  miles  in  city  driving,  and 
up  to  31  miles  per  gallon  on  the 
open  highway.  And  since  Diesel 
fuel  is  usually  cheaper  than  gasoline, 
the  300D  goes  more  miles  on 
cheaper  gallons. 

Performance,  economy,  luxury 

While  the  new  300D  acts  like  an 
economy  car,  it  doesn't  look  or  feel 
like  one.  In  every  appointment,  the 
300D  is  equal  to  the  Mercedes-Benz 
280  Sedan.  It  blends  performance 
and  economy  in  a  luxury  package. 
A  final  thought.  No  manufac- 
turer anywhere  in  the  world  has  a 
greater  safety  involvement  than 
Mercedes-Benz.  Evidence  of  the  dec- 


Safety  first.  A  rigid,  steel  safety  eell  encloses  the  entire  passenger  compartment. 


it  follows  that  a  6-cylinder  Diesel 
would  have  to  be  substantially 
larger  and  heavier  than  a  4-cylinder. 
The  Mercedes-Benz  solution 
was  characteristically  unconven- 
tional: A  5-cylinder  Diesel  engine. 

The  most  advanced  Diesel 

Even  for  the  Mercedes-Benz  engi- 
neers, the  5-cylinder  Diesel  engine 
was  quite  a  challenge.  But  their  ef- 
forts were  worthwhile.  They  made 
it  work. 

The  new  engine's  size  was  set  at  3 
liters. Torque  was  raised  nearly  20%. 
Horsepower  was  up  a  full  25%  over 
any  previous  Mercedes-Benz  Diesel. 
The  result  is  the  new  300D,  the 


ades  of  Mercedes-Benz  safety  engi- 
neering is  everywhere  in  the  300 
Diesel.  Before  the  300D,  nobody 
had  heard  of  a  5-cylinder  Diesel 
car,  much  less  seen  one.  So,  it's 
only  natural  that  the  300D  should 
cause  some  very  educated,  engineer- 
ing heads  to  be  scratched.  But  now 
you  can  examine  one,  sit  in  one, 
drive  one.  It's  waiting 
for  you.  Arrange  a  test 
drive  with  your  local 
Mercedes-Benz  dealer. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Mercedes-Benz,  1974 


Seat  Belt  Fastened? 

Cessna's  is.  While  hoping  for  a  prosperous  1975, 
it  is  quite  prepared  for  rough  weather. 


Came  the  first  public  impact  of  the 
energy  crisis,  and  the  manufacturers 
of  private  airplanes  were  in  a  panic: 
Washington  had  decreed  a  42.5%  cut- 
back in  fuel  for  general  aviation.  Who 
would  buy  private  business  and  pleas- 
ure planes  that  couldn't  get  fuel? 

With  the  sun  at  their  backs,  en- 
gines whirring,  private-plane  owners 
descended  on  Washington  like  a 
swarm  of  angry  bees.  Congressmen 
and  bureaucrats  trembled,  and  the 
cutback  was  soon  modified.  Then  the 
oil  embargo  was  lifted.  For  all  of 
1974,  general  aviation  unit  sales 
should  be  up  6%,  dollar  sales  11%. 

Out  in  Wichita,  Kan.,  all  that  has 
meant  yet  another  good  year  for 
Dwane  Wallace,  the  62-year-old  chief 
executive  of  Cessna  Aircraft.  Cessna's 
profits  were  no  better  than  the  previ- 
ous year's— but  the  previous  year  had 
been  very  good  indeed.  At  $21.6  mil- 
lion ($2.81  a  share)  Cessna  netted 
better  than  17%  on  stockholders'  equi- 
ty in  fiscal  1974  ended  Sept.  30. 


One  reason  Cessna's  earnings  did 
not  advance  this  year  is  heavy  de- 
velopment expense  on  new  products. 
While  the  company's  bread  and  but- 
ter has  always  been  light  prop  planes 
like  the  $17,890  Skyhawk,  it  has  re- 
cently carved  out  a  promising  posi- 
tion in  the  highly  competitive  busi- 
ness jet  market.  Cessna's  low-cost 
($795,000)  Citation  jet,  introduced 
in  1972,  has  been  outselling  all  of  its 
competition,  despite  production  de- 
lays caused  by  a  strike  at  an  engine 
supplier  (United  Aircraft  of  Canada). 

Wallace  bet  heavily  on  the  Cita- 
tion, sinking  millions  into  develop- 
ment, tooling  and  a  separate  sales  or- 
ganization. Although  it  was  painfully 
slow  taking  off,  Wallace  claims,  "We 
were  making  money  by  the  second 
year  of  production." 

Emboldened  by  his  success,  Wallace 
is  pressing  the  attack.  In  the  works 
now  out  in  Wichita  is  a  three-engine 
intercontinental  business  jet  dubbed 
the  Model  700  Citation  HI.  "We'll  use 
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me  v^nauon  saies  organization  to  sei 
the  700,"  W7allace  says.  "It'll  be  com 
petitive  with  the  highest-performanc 
business  jets  on  the  market"— Grum 
man's  Gulfstream  and  an  advanced 
Marcel-Dassault  Falcon. 

It  is  no  project  for  the  faint  o 
heart.  Model  700  won't  be  airborne 
before  1978,  but  Wallace's  positive 
attitude  is  relentless.  "We  sold  7,100 
planes  in  1974,"  he  says  coolly,  "and 
we're  going  to  sell  9,000  in  1975 
The  order  book  is  the  best  it  has 
ever  been,  and  our  organization  just 
feels  good.  We  see  no  reason  to 
change  our  thinking." 

The  Big  Picture 

How  can  Wallace  say  that  with  the 
economy  in  its  current  shape? 

Quite  simple,  he  replies,  his  court- 
ly manner  quite  unruffled.  More  and 
more  companies  are  moving  away 
from  high-cost  urban  centers  to  small- 
er towns  and  cities  less  likely  to  be 
served  by  frequent  commercial  flights. 
"There  are  12,000  airports  in  the 
U.S.,"  he  says,  "but  only  500  of  them 
have  airline  service."  It's  a  growing 
market  for  airplanes  like  Cessna's  sin- 
gle-engine Skyhawk,  which  carries 
four  people  at  140  miles  per  hour 
and  gets  17  miles  per  gallon— a  vir- 
tual flying  Volkswagen.  Cessna  will 
sell  over  2,000  Skyhawks  this  year  at 
about  $18,500  each  with  extras. 

The  icing  on  that  cake,  Wallace  con- 
tinues, is  that  commercial  airlines  must 
trim  their  route  structures  to  make 
up  for  high  fuel  costs  and  static  pas- 
senger growth.  But  people  still  have 
to  get  there.  Let  them  fly  Skyhawks, 
Or,  better  yet,  Citations. 

An  impressive  sales  talk,  that,  but 
what  if  the  recession  finally  does 
bite  into  Cessna's  sales? 

Dwane  Wallace's  face  freezes  in- 
stantly. "We've  been  through  that  he- 
fore.  We  know  what  to  do." 

"What  to  do"  in  this  ease  would 
be  severe  penny-pinching,  for  which 
Wallace  has  something  of  a  reputa- 
tion. The  last  downturn  in  general 
aviation  was  in  1970.  Beech  and  IV 
per  both  went  into  the  red  that  year. 
But  Cessna  weathered  a  20V  chop  in 
sales  by  cutting  expenses  so  drastical- 
ly that  it  still  earned  11%  on  equity 
("They  even  were-  making  most  of 
their  long-distance  telephone  calls  col- 
lect," recalls  an  analyst). 

A  similar  thing  happened  earl)  tins 
year    when    the-    energy    crisis    hit    tin 
industry.     Without     hesitating.     Wal 
lace   laid    off   2,400   workers,    21%   of 
his  labor  force.  When  business  picked 
up  he  hired  them  back. 

What  Wallace  is  saving  is  that  he 
hopes  there  won't  be  an)  slowdown 
foi  Cessna,  but  if  there  is.  he  knows 
how  to  handle  the  situation.    ■ 


■ 
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achming  technology: 

le  of  the  strengths  that  make  us 

b  new  steel  company. 


nachinability  of  a  steel  bar  refers  to 
ise  and  economy  with  which  it  can 
t . . .  a  quality  directly  relating  to  tool 
downtime  for  regrinding,  surface 
and  cutting  speeds.  All  of  these 
s  affect  the  profitability  of  any 
ining  operation.  This  is  why,  for  more 
40  years,  Republic  has  applied  its 
ical  competence  to  improving  the 
ining  characteristics  of  its  hot  rolled 
;old  finished  steel  bar  products. 

ypical  of  Republic's  determination  to 
1    the  steel  we  produce  the  finest, 
iy  consistent  in  quality,  most  reliable  in 
.  rmance,  and  the  most  economical 
E  i  steel  user  can  get. 


To  this  end,  the  combined  efforts  of  our 
research,  process  development,  and 
operating  control  are  focused  on  both 
customer  and  industry  requirements.  The 
result  is  the  broadest  range  of  steel  products 
for  machining  applications  available  . . . 
backed  by  Republic's  long  experience  in 
producing  both  hot  rolled  and  cold  finished 
alloy,  carbon,  and  stainless  steels. 

It  all  adds  up  to  a  choice  of  thousands  of 
grades  in  a  variety  of  compositions  and 
sizes.  With  availability  assured  by  multiple 
mill  locations  —  and  a  unique  system  for 
coordinating  and  controlling  production 
and  delivery.  Another  of  the  strengths 
that  make  us  the  new  steel  company. 


specially-designed  test  piece  was  developed 
epublic  as  a  basis  for  evaluating  various 
lining  operations  on  all  types  of  metals.  It  is 
tentative  of  many  thousands  produced  in 
Jblic's  machining  laboratories  from  both 
ijard  and  experimental  steels.  We  have  formed 
jecial  Machinability  Committee,  with  repre- 
atives  from  our  Research,  Technical  Service, 
.Metallurgical  departments.  They  oversee  these 
ng  procedures  and  coordinate  customer 
irements,  mill  capabilities,  and  metallurgical 


JT  and  Cal-DeOx  are  registered  trademarks  of  Republic  Steel  Corporation 


Cal-DeOx*  fine-grained  gear  steel 

We  developed  a  new  deoxidation 
process  specifically  for  fine- 
grained gear  steels  to  solve  the 
problem  of  abrasive  inclusions. 
Cal-DeOx  users  report  as  much 
as  30%  to  100%  longer  tool  life 
over  previously  used  steels. 


MULTICUT*  free-machining  steels 

The  result  of  balanced  chemistry 
combined  with  improved  melting  and 
rolling  techniques,  the  MULTICUT 
family  of  carbon  and  stainless  steels 
offers  parts  manufacturers  cost-saving 
machinability.  Using  MULTICUT, 
producers  can  utilize  the  maximum 
productive  potential  of  modern 
automatic  machine  tools  while 
producing  close-tolerance  parts  of 
consistent  reliability. 


' 


e  do  more  than  just  make  steel. 


Beale,  Assistant  Chief  Metallurgist, 
jblic  Steel. 

Chairman  of  Republic's  Machinability  Committee 
l  assure  you  that  one  of  our  strong  points  is 

ng  and  controlling  mill  melting  and  rolling 
esses  to  achieve  the  ultimate  in  machining 
actenstics.  We  make  it  happen  right  at  the  melt 
1  so  our  steels  work  to  your  advantage  in  your 
t.  Just  write  and  tell  me  your  specific  needs. 
ress  John  Beale,  Republic  Steel  Corporation, 

lent  1441,  Cleveland  OH  44101." 


Republic 


Plain  Talk 


"It's  not  us;  it's  Houston." 

In  this  age  of  overblown  corporate 
achievement,  it's  a  pleasure  to  listen 
to  Ben  Love,  50,  explain  the  success 
of  his  $3.6-billion  (assets)  Texas 
Commerce  Bancshares.  "I'd  like  to  say 
we  are  a  bunch  of  geniuses,"  says  the 
much-decorated  World  War  II  hero, 
"but  the  reality  is  that  we  merely 
took  advantage  of  a  strong  economy 
around  our  hometown,  Houston." 

With  Houston  growing  at  a  rate  of 
30,000  people  a  year  and  attracting 
major  corporations  such  as  Shell,  Ex- 
xon and  Dresser  Industries,  Love  saw 
no  need  to  branch  into  what  he  calls 
"exotic"  areas  like  foreign  currency 
trading,  factoring  and  so  on. 

The  result:  no  major  setbacks.  In 
all,  Love's  bank,  Houston's  second- 
largest  after  First  City  Bancorpora- 
tion's  First  National  City  Bank  of 
Houston,  has  posted  an  18%  earnings 
growth  rate  over  the  last  four  years 
and  22%  so  far  this  year.  It  has  also 
earned  a  healthy  15%  return  on  capi- 
tal since  1970,  according  to  Forbes' 
Annual  Banking  Survey  (July  1). 
That's  better  than  all  but  three  of  the 
top  100  U.S.  banks. 

For  all  its  rapid  growth,  Texas 
Commerce's  loan-loss  ratio  remains 
low  at  just  under  one-tenth  of  1%  on 
some  $1.5  billion  in  outstanding  loans. 
This  is  remarkable,  considering  that 
Texas  Commerce  has  on  its  books 
some  $300  million  in  real  estate  loans. 
"We  are  experiencing  some  slow  or 
late  payments  in  real  estate  now," 
Love  admits.  But  then  he  hastens  to 
add:  "We  have  only  $17,000  worth 
of  defaulted  loans." 

Love  is  as  modest  about  himself 
as  he  is  about  his  bank.  Soon  after 
his  discharge  as  an  Air  Force  cap- 
tain in  1947,  the  lean  Love  founded 
Gift-Raps,  a  paper  company,  sold  out 
to  a  New  York  Stock  Exchange-listed 
company  in  1962  and  later  became 
president  of  a  small  Houston  bank 
that  Texas  Commerce  acquired.  Then 
began  his  climb  to  the  top. 

Today  Texas  Commerce  stock  sells 
at  around  twice  book  value;  most 
banks  are  lucky  to  sell  just  at  book 
value,  and  many  sell  at  big  discounts. 
That  advantage  will  come  in  handy. 
In  the  not-too-distant  future  the  bank 
will  have  to  raise  capital  for  further 
expansion  to  match  Houston's  pro- 
jected growth.  But  that  should  be 
no  problem,  not  when  Texas  Com- 
merce is  one  of  the  few  big  banks 
with  no  debt  in  its  capital  structure. 

Texas  Commerce  has  more  going 
for  it  than  just  Houston.   ■ 


Communicate,  with 
a  Bell  System  PBX. 


The  Bell  System's  family  of  PBX's  adds  to  the  efficiency  of  any  business.  This 
equipment  is  built  to  Bell  System  standards  of  dependability,  and  backed  by  Bell 
System  maintenance,  available  locally.  Your  Bell  Communications  Consultant  will 
help  you  choose  the  model  and  options  that  fit  your  present  needs  exactly.  As  your 
business  grows,  compact  plug-in  modules  make  expansion  easy. 

At  AT&T  and  your  Bell  Company,  we  know  the  \mj    « 
efficiency  and  profit  of  your  business  depend  on  good    IrVC  116211*  VOU* 
communications. 


Our  land  grows  a  lot  of  America's  beef. 

But  we're  not  a  ranch. 
We're  a  railroad. 


It's  a  fact.  Burlington  Northern  is  a 
railroad.  A  railroad  that's  also  in  the  ranching 
business.  In  the  timber  business.  In  coal, 
oil,  gas  and  real  estate. 

We're  in  all  of  these  businesses  because 
much  of  the  land  we  own  or  hold  rights  to 
is  rich  in  natural  resources. 

Take  ranching,  for  example.  Each  year, 
millions  of  pounds  of  beef  are  raised  on  the 
grazing  lands  we  lease  to  individual  cattle 
ranchers.  What's  more,  through  range 
management  techniques  and  fertilizer  research 
programs,  we're  striving  to  improve  those 
lands  and  help  provide  more  beef  for 
America's  dinner  tables. 


Ranch  lands,  however,  are  only  one  of 
Burlington^Northern's  natural  resources. 
Timber,  coal,  oil  and  gas  are  even  more 
important.  Altogether,  revenue  derived  from 
land  holdings  contributes  substantially 
to  our  yearly  income. 

So,  Burlington  Northern  is  literally 
two  companies  in  one.  A  natural  resource 
company,  working  to  provide  an  important 
share  of  critically-needed  raw  materials. 
And  a  railroad,  working  to  deliver  materials 
economically,  with  maximum  fuel  efficiency, 
to  the  nation. 

The  better  we  get  at  both  jobs, 
the  better  it  is  for  you. 
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BURLINGTON  NORTHERN 


We're  railroad- timber -coal-gas- 
oil-and-real  estate  people. 


Stormy  Weather 

Because  of  its  problems,  you  can  buy  Continental 
Air  Lines  for  just  one  times  cash  flow.  In  spite 
of  these  problems,  this  is  one  well-run  airline. 


Don't  mention  Boeing  747s  in  the 
presence  of  Robert  F.  Six,  prime  archi- 
tect and  president  of  Continental  Air 
Lines.  They  are,  for  him  as  for  many 
other  airline  bosses,  a  very  dirty  word. 
Right  now  Six  has  four  747s-$100 
million  worth— just  sitting  there  in  the 
desert  of  New  Mexico,  costing  Con- 
tinental $13  million  or  so  a  year  in  in- 
terest, maintenance  and  depreciation; 
after  taxes  that  amounts  to  76  cents  a 
share,  three-fourths  as  much  as  Con- 
tinental will  earn  this  year. 

"We  make  mistakes,  just  like  every- 
body else,"  Six  says,  somewhat  de- 
fensively. Mistake  indeed.  Thanks 
largely  to  the  747s  and  to  soaring 
costs,  particularly  of  fuel,  Continen- 
tal showed  earnings  from  operations 
of  just  1  cent  a  share  last  year,  its 
worst  showing  in  15  years.  To  make 
the  picture  prettier,  Six  dipped  deep 
into  some  bookkeeping  reserves  for  40 
cents  net  and  was  able  to  report  a 
total  of  41  cents  a  share. 

Understandably,  Six  would  rather 
talk  about  1974  than  about  1973,  and 
he  has  a  much  better  story  to  tell  for 

Six  of  Continental 


1974.  At  the  nine-month  mark  the 
company  was  in  the  black  to  the  tune 
of  $12  million— 93  cents  a  share.  "We 
had  a  beautiful  October,"  Six  says, 
suggesting  that  the  company  will  be 
in  the  black  during  the  ordinarily 
slow  fourth  quarter  and  thus  end  the 
year  with  earnings  in  the  neighbor- 
hood of  $1  or  so  a  share. 

Even  so,  Continental  is  not  precise- 
ly minting  money.  In  spite  of  the  come- 
back, it  will  do  well  this  year  to  net 
7%  on  stockholders'  equity— about 
what  it  earned  in  1971  and  1972; 
in  fact,  Continental  has  not  had  a 
really  good  year  since  1967,  when  it 
showed  $1.73  a  share. 

If  the  747s  were  the  short-term 
problem,  what's  the  long-run  prob- 
lem? In  a  word:  competition.  Many  air- 
lines have  one  or  two  good  routes 
on  which  they  face  relatively  weak 
competition:  For  example,  Western 
has  routes  from  the  West  Coast  to 
Mexico  on  which  it  faces  only  Mexi- 
cana.  But  on  every  one  of  its  impor- 
tant routes,  Continental  faces  very 
tough  competition:  National  on  its 
Houston-Los  Angeles  and  Houston- 
Miami;  United,  Trans  World  Airlines 
and  American  on  Chicago-Los  An- 
geles; United,  Pan  Am,  Western  on 
Hawaii-Los  Angeles.  Except  for  West- 
ern and  National,  these  competitors 
are  anywhere  from  three  to  four  times 
bigger  than  Continental. 

It  is  very  much  to  Continental's 
credit  that  it  has  met  its  enemies  and, 
if  not  defeated  them,  at  least  has 
bested  them.  On  the  Houston-Los 
Angeles  route  it  has  76%  of  the  mar- 
ket, for  example.  Between  Chicago 
and  Los  Angeles,  it  is  more  than  hold- 
ing its  own  with  28%.  In  October- 
Six's  "beautiful  month"— Continental 
gained  12.6%  in  mainland  traffic,  as 
opposed  to  the  industry's  1.8%,  ac- 
cording to  Shelley  Grudin,  analyst  at 
Bateman  Eichler,  Hill  Richards  in 
Los  Angeles.  Only  about  4%  of  that 
was  due  to  the  strike  at  National,  so 
clearly  Continental  was  taking  skin 
off  other  competitors'  hides. 

Six,  an  airlines  man  of  the  old 
school,  takes  great  pride  in  employee 
morale,  pointing  out  that  Continental 
has  never  had  a  strike  and  that  its 
reputation  for  service  is  high. 

Part  of  the  profit  problem  is  that 
Continental  is  relatively  overequipped. 
This  apparently  stems  from  Conti- 
nental's failure  to  get  the  major  new 
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routes  that  Six  was  bidding  for.  In 
1969  Continental  was  hoping  to  get 
South  Pacific  routes,  but  President 
Nixon  rescinded  a  Civil  Aeronautics 
Board  decision  and  gave  the  route  to 
American.  American  lost  a  fortune  on 
its  Australia  route,  and  subsequently 
abandoned  it,  but  Continental  was 
apparently  a  loser  in  that  it  had  or- 
dered equipment  for  routes  it  never 
received.  (Six  doesn't  have  much  to 
say  about  the  Nixon  decision  except 
to  comment:  "I  always  suspected  that 
we  weren't  very  popular  around  the 
White  House.") 

Facing  The  Dip 

Right  now  Six's  biggest  problem  is 
the  same  as  the  one  facing  all  the 
airlines:  the  effect  of  the  recession 
on  airline  traffic.  Six  has  moved  ener- 
getically to  deal  with  the  situation. 
He  has  replaced  his  mothballed  747s 
with  smaller  DC- 10s,  which  alone  will 
save  19  million  gallons  of  fuel  esti- 
mated to  cost  30  cents  a  gallon.  Six 
has  had  their  DC-lOs  built  with  the 
galleys  on  the  main  deck  instead  of  in 
the  belly  freeing  the  bellies  for  air- 
freight. He  expects  cargo  to  be  an 
important  part  of  the  airline's  future, 
accounting  for  20%  of  revenues  five 
years  from  now,  as  opposed  to  11% 
now.  "We  already  move  50%  of  the 
air  cargo  between  Los  Angeles  and 
Hawaii,"  he  says  proudly. 

For  Continental  as  well  as  for 
other  carriers,  the  Hawaii  passenger 
routes  remain  a  headache.  Even  with 
costs  pared,  Continental  didn't  quite 
break  even  there  in  the  first  nine 
months  of  1974;  without  those  losses, 
plus  others  on  its  Air  Micronesia  and 
hotel  operations  amounting  to  $5  mil- 
lion after  taxes,  earnings  would  have 
been  about  42  cents  a  share  higher. 
Offsetting  the  oversupplied  Hawaii 
market,  President  Six  points  out,  are 
Continental  flights  between  booming 
Alaska  and  Texas,  both  of  which 
are  oil  areas. 

Six  makes  no  promises  about  1975, 
but  says  Continental  is  in  good  shape 
to  ride  out  a  storm.  "We  are  well 
equipped  and  well  financed.  After  we 
take  our  deliveries  ne>  t  year  [of  four 
DC- 10s  and  four  727s]  we  won't  need 
any  more  new  equipment  for  the  bal- 
ance of  the  decade  unless  traffic  in- 
creases more  than  10%  a  year"— which 
no  one  expects  it  to  do. 

"We  have  a  tremendous  cash  flow," 
he  adds.  He's  right.  Continental  has 
a  depreciation  flow  of  nearly  $50  mil- 
lion a  year— close  to  $4  a  share,  al- 
most equal  to  the  recent  price  of  its 
stock;  adding  in  probable  1974  earn- 
ings, Continental  stock  sells  at  just 
one  times  cash  flow. 

"We  can  start  paying  off  debt,"  he 
says.  "It  could  be  down  tremendous- 
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end  of   1977."  While  Con- 
tinental's debt  figure  looks  high  in  re- 
is  assets,  it  is  quite  reason- 
insidering  that  Continental,  un- 
like its  rivals,  has  a  small  amount  of 
outstanding  lease   obligations;   in   the 

e  of  main  major  airlines,  lease 
obligations  are  actually  a  heavier  bur- 
den  than  funded  debt.   During  these 

irs,  he  says,  his  competitors,  Bran- 
ifl  and  Western,  are  going  to  have  to 
buy  additional  wide-bodied  jets. 

Continental  is  also  standardizing  its 
equipment.  By  the  end  of  next  year 
it  will  have  just  two  types,  727s  and 
IXMOs.  "That  saves  us  a  lot  of  mon- 
ey just  in  pilot  check-out  time.  Pi- 
lots have  this  quirk  of  wanting  to  be 
rated  on  every  piece  of  equipment 
you  have,  and  that  can  cost  a  hell  of 
a  lot  of  money."  Standardization,  of 
course,  also  cuts  maintenance  costs. 
"All  our  labor  contracts  are  signed," 
Six  continues.  "Our  people  are  trained 
and  our  brick  and  mortar  is  in  place." 


What  about  those  idle  747s?  One 
has  been  sold,  and  Six  says  he  has  a 
prospective  buyer  for  another.  The 
other  two  will  become  more  attrac- 
tive as  they  are  written  down. 

Routes  And  Fuel 

The  other  uncertainties  are  those 
that  all  airlines  face.  One  is  the  price 
of  fuel— "We  don't  know  whether  it 
will  go  up  lOVc  or  25%,"  he  says.  An-.. 
other  is  routes.  According  to  Six,  Con- 
tinental really  wants  a  Houston-Lon- 
don route  to  complete  its  oil  country 
service.  ( Crowell-Weedon  analyst 
John  Simon  says  Continental's  most 
important  applications  are  for  a  Den- 
ver-San Diego  route  and  a  nonstop 
Miami-Los  Angeles  route.  "Continen- 
tal already  has  facilities  there,"  he 
comments,  "and  the  North  Atlantic's  a 
terrible  place  to  fly  now.") 

Another  uncertainty  is  what  hap- 
pens after  Six.  His  current  contract 
expires    on    Aug.    1,    1976,    when    he 


will  be  69.  "Historically,"  sa\s  John 
Simon,  "the  management  that  comes 
after  the  founder  of  an  airline  is  just 
a  caretaker  management.  It  screws  up, 
and  then  the  real  new  management 
comes  along."  For  example,  American 
Airlines  (Forbes,  Nov.  15). 

Six  answers  that  he  has  provided 
for  a  good  transition  at  Continental. 

"Before  next  May,"  he  says,  "I  will 
recommend  a  president  and  chief  op- 
erating officer  to  the  board.  Then,  it 
the  board  approves,  I  could  take  the 
now-vacant  post  of  chairman  and 
stay  as  chief  executive.  When  my  con- 
tract expires  the  following  August,  I 
could  retain  the  chairmanship.  But  I 
wouldn't  be  chief  executive." 

Who  will  the  new  chief  be?  "Some- 
one from  within  Continental,"  Six  re- 
plies. He  will  have  a  tough  act  to  fol- 
low. For  while  Continental  hasn't  set 
the  world  on  fire  with  its  profits,  un- 
der Six  it  has  done  an  impressive  job 
under  difficult  conditions.    ■ 


cikincj  Your  Own  Breaks 


Hard  times  proved  a  blessing  for  Harry  and  David. 


What  do  you  do  when  recession- 
make  that  depression— hits  your  luxu- 
ry-item business?  You  could  do  worse 
than  study  the  story  of  Harry  and 
David  Holmes. 

At  first,  it  looked  as  if  the  brothers' 
20-year-old  family  business  would 
collapse.  Overnight  their  fancy  hotel 
and  restaurant  customers  in  New- 
York,  London  and  Paris  stopped  buy- 
ing their  choice  Ducomice  pears, 
grown  at  the  family  orchards  in 
Medford,  Ore. 

Many  of  their  neighbors  began  up- 
rooting their  fruit  trees.  Not  Harry 
and  David.  Harry  hopped  the  next 
train  to  New  York,  carrying  15  boxes 
of  his  best  fruit.  But  New  Yorkers 
weren't  buying.  Finally  in  despera- 
tion, with  his  fruit  rapidly  ripening, 
Harry  decided  to  give  his  pears  to 
people  who  could  afford  to  buy  them 
—namely,  the  city's  top  businessmen, 
including  David  Sarnoff,  Alfred  Sloan 
and  Walter  Chrysler. 

Within  24  hours  he  was  headed 
home  with  orders  for  467  gift  pack- 
ages and  the  beginning  of  a  multi- 
million-dollar family  fortune. 

That  was  in  1934.  Today  Harry 
and  David  Inc.  is  one  of  the  world's 
leading  mail-order  houses  of  its  kind. 
This  year  sales  of  its  gift  baskets  of 
tmits  and  nuts  will  hit  another  rec- 
ord at  around  $20  million,  up  about 
2W  from  last  year. 

"Gift-giving  is   the  last  thing  that 


people  give  up  in  hard  times,"  says 
29-year-old  John  Holmes,  who 
along  with  relatives  inherited  the 
business  when  father  Harry  and  Uncle 
David  died  back  in  the  Fifties. 

The  business  hasn't  changed  much 
over  the  years.  Prices  are  higher 
(from  S6  for  pineapple  cake  to  $103 
for  a  year's  supply  of  fruit),  and 
there  are  a  lot  more  gift  orders  ( over 
1.5  million  at  last  count).  But  the 
company  still  fills  most  orders  itself 
by  growing  its  pears,  peaches  and 
blackberries,  baking  cakes,  putting  up 
preserves  and  even  weaving  the  bas- 
kets to  carry  its  gifts. 

And  the  company  still  perpetuates 
its  old  cornball  image.  For  instance, 
though  Harry  and  David  are  long 
gone,  customers  whose  orders  are 
fouled  up  still  get  personal  apologies 
signed  by  the  pear  pair— "We  feel 
lower  than  a  flat-footed  gopher." 

"When  Harry  and  David  started 
the  business,"  says  young  President 
Holmes,  "Oregon  was  in  the  hinter- 
lands. They  tried  to  capitalize  on 
that.  But  contrary  to  what  many 
customers  think,  Harry  and  David 
weren't  hillbillies." 

You  can  say  that  again.  They  were 
slick  marketing  men  and,  apparently, 
also  rather  demanding  executives. 
Playing  cornball  Santa  Claus  wasn't 
fun  and  games.  David's  son  David  Jr. 
spent  17  years  running  the  business, 
but  i  toved  away    to  Florida  seeming- 


ly at  his  first  opportunity.  And  For 
a  time,  young  John  Holmes  wanted 
nothing  to  do  with  the  company. 
But  after  the  Air  Force  and  2K  years 
at  the  University  of  Pennsylvania's 
Wharton  School,  he  returned  to  tend 
to  the  family  enterprise. 

The  laconic  John  Holmes  explains 
it  this  way:  "Working  in  a  family 
business  is  very  difficult  Your  lather 
expects  you  to  be  a  champion.  II 
you  fail,  not  only  have  yon  CTU< 
yourself,  but  you've  disappointed 
loved  ones." 

Of   course,    todaj    Holmes    can    net 
out  an\    tune  he  wants.  Three  or  four 
times    a    year    somebody    from    W  .ill 
Street  calls,   trying  bo  take  the  com 
pan)  public  or  broker  it  to  a  billion 
dollar    conglomerate.     But    something 
has  changed.  Now  he  hangs  up  with 
out  even  listening.  ■ 
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What  other  news  weekly 
puts  in  so  many  great  shots? 
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Graphics  is  just  one  of  the  ways  in 
which  The  Third  Newsweekly  is  dif- 
ferent from  the  others. 

How  a  magazine  looks  and  feels  has 
a  lot  to  do  with  the  enjoyment  people 
get  out  of  it . . .  the  mood  it  puts  them  in 
...  the  way  they  respond  to  it. 

Sports  Illustrated  is  ahead  of  the 
game  from  the  start  because  sports 
themselves  are  so  graphic . . .  full  of  split- 


second  action . . .  moments  of  drama  and 
high  emotion . . .  breath-catching  dangers 
. . .  scenes  of  idyllic  beauty  and 
tranquility. 

We  go  out  and  capture  the  best  of 
these  great  shots  and  then  bring  them  to 
our  readers  in  lavish  color.  The  result? 
No  other  newsweekly  can  match  The 
Third  for  visual  impact,  pace,  and  sheer 
beauty. 


A  graphic  environment  like  this  • 
makes  a  beautiful  setting  for  selling.  A* 
when  you're  proud  of  what  you're  sellii 
— whether  it's  goods  or  services  or  idea 
—that  matters.  A  lot. 

Put  SI  on  your  next  schedule.  We" 
do  all  we  can  to  make  you  look  good. 

Sports  Illustrated 

The  Third  Newsweekly. 


Oh,  What  A  Lovely  Curve 

Sterling  Drug's  earnings  curve  seems  to  go 
in  only  one  direction:  up,  straight  up. 


"Our  English  friends  call  them 
anal  wipes— a  precise  use  of  the  lan- 
guage." That's  Robert  K.  Pfister,  vice 
chairman  of  New  York  Sterling  Drug, 
speaking  about  one  of  his  company's 
newest  products,  Wet  Ones. 

Wet  Ones— "they  are  wet  Kleenex," 
Pfister  says— is  one  of  those  products 
Americans  didn't  know  they  wanted 
until  some  company  came  along  and 
persuaded  them  they  did.  Introduced 
in  1972,  Wet  Ones  sales  hit  $8  mil- 
lion last  year,  this  year  will  reach 
$12  million.  That's  the  kind  of  skill 
that  has  made  Sterling  a  $950-million 
(estimated  1974  worldwide)  compa- 
ny with  a  long-term  return  on  equity 
of  22%  and  a  string  of  earnings  gains 
that  hasn't  been  broken  for  24  years. 

Obviously,  Sterling  knows  how  to 
sell.  It  spends  heavily  to  do  so.  Its 
worldwide  advertising  budget  last 
year  was  $154  million.  Sterling  is  the 
13th  biggest  ad  spender  in  the  U.S., 
though  it  ranked  only  303rd  in  sales 
in  the  1974  Forbes  Directory  Issue. 

Sterling's  merchandising  skill,  for 
example,  has  taken  the  Lysol  brand 
name  from  sales  of  $21  million  in 
1965  to  $123  million  last  year.  Over 
the  same  period  it  took  Beacon  Wax 
from  a  northeastern  company  with 
sales  of  $3  million  to  a  national  brand 
with  sales  of  $30  million  last  year. 

There  are  three  main  parts  to  Ster- 
ling: consumer  products  like  the 
above,  proprietary  medicines  and  eth- 
ical drugs.  Consumer  products  are 
the  fastest-growing  part,  today  ac- 
counting for  some  29.9%  of  sales  and 
22%  of  profits  and  growing  19%  a  year. 

In  consumer  goods,  Sterling  has 
had  its  misses  as  well  as  its  hits.  Its 
cosmetics  division  (Givenchy,  Doro- 
thy Gray,  Tussy,  Ogilvie)  is  barely 
breaking  even.  Its  Body  All  deodorant 
reportedly  spent  more  on  advertis- 
ing in  1972  than  it  got  in  sales. 
But,  especially  in  proprietary  products, 
the  list  of  successes  and  longtime  best- 
sellers is  much  longer:  Phillips'  Milk 
of  Magnesia;  Haley's  M-O;  Midol; 
Vanquish;  Cope;  Breacol  cough  med- 
icine; Stri-Dex  (for  acne).  Topping 
them  all  is  Bayer  aspirin,  with  sales  of 
about  $70  million  in  1973. 

Bayer,  of  course,  is  an  old  German 
name— U.S.  rights  to  it  were  purchased 
from  the  Alien  Property  Custodian  at 
the  end  of  World  War  I  for  $5.3  mil- 
lion. "A  spectacular  acquisition," 
Chairman  W.  Clarke  Wescoe  rightly 
calls  it.  It  has  generated  well  over 
$1.5  billion  in  sales  over  the  years. 


"When  you  were  young,  who  took 
care  of  your  stuffy  little  nose?"  the 
Sterling  advertisement  asks  and  an- 
swers: "Chances  are  Neo-synephrine 
did.  And  we're  still  doing  it  today." 
It  is  indeed,  but  that  is  one  of  the 
problems  with  Sterling's  ethical  drugs. 
Most  of  them  have  been  around  a 
long  time.  Of  its  six  top-selling  ethical 
products,  three  are  25  years  old  and 
another  is  20  years  old.  Of  the  two 
newer  ones,  Talwin,  an  analgesic,  was 
introduced  in  1967;  NegGram,  a  uri- 
nary tract  bactericide,  was  introduced 
in  1964.  Sterling's  recent  research 
has  not  been  very  productive,  and 
without  new  products  no  drug  busi- 
ness can  be  more  than  mediocre. 

Clarke  Wescoe,  formerly  dean  of 
the  medical  school  at  the  University 
of  Kansas,  was  brought  in  during  1969 
to  overhaul  Sterling's  research.  How 
successful  he  has  been  may  be  de- 
termined over  the  next  12  to  18 
months  when  Sterling  introduces  two 
new  ethicals  into  the  U.S.:  Benoral  is 
an  antiarthritic  agent  with  a  huge  po- 
tential market.  Danazol  is  a  chemical 
treatment  for  a  uterine  disorder;  its 
potential  is  not  entirely  known. 

Growth  Through  Acquisition 

Like  many  a  company  these  days, 
Sterling  is  counting  on  overseas  mar- 
kets for  much  of  its  future  growth. 
Last  year  Sterling  paid  $33  million  in 
cash  for  Izal,  Ltd.,  a  British  company 
that  produces  such  products  as  dis- 
infectants, toiletries  and  wood-finish- 
ing products.  It  is  also  looking  at 
domestic  acquisitions.  Last  month  it 
offered  $25  million  in  stock  for  Bio- 
Dynamics,  a  medical  equipment  mak- 
er with  1973  sales  of  $25  million. 

In  spite  of  the  relative  sluggishness 
of  its  medical  divisions,  Sterling  has 
produced  a  remarkable  earnings 
curve:  It  shows  gains  of  10%  com- 
pounded, year  after  year  with  almost 
monotonous  regularity.  Not  even  a 
strike  in  1970  nor  the  1972  Food  & 
Drug  Administration  ban  on  pHiso- 
Hex  have  slowed  this  growth. 

This  growth  is  partly  due  to  Ster- 
ling's great  diversity  of  products— no 
single  product  can  hurt  it  much.  But 
Sterling  is  also  an  extremely  well-man- 
aged company,  with  tight  controls. 

Estimates  of  worldwide  consolidat- 
ed sales  and  earnings,  for  example, 
are  available  to  top  management  six 
days  after  each  month's  end  and  the 
budget  is  updated  quarterly.  "The 
constant    review    is    really    an    early 


Wescoe  of  Sterling 

warning  system,"  Chairman  Wescoe 
points  out.  "If  something  does  not  turn 
out  the  way  the  most  careful  predic- 
tion indicated  it  would,  we  can  take 
relatively  rapid  action." 

"At  the  risk  of  making  dangerous 
generalizations,"  President  Glenn  W. 
Johnston  adds,  "I  would  suspect  that 
most  companies  our  size  worship 
'modem  organizational  techniques'— 
delegation  of  authority,  profit  cen- 
ters, all  that  sort  of  thing— perhaps  a 
little  more  than  we  do.  While  we  have 
the  profit  centers  and  while  there  is, 
we  feel,  a  sufficient  degree  of  delega- 
tion, the  relation  to  the  top  is  very 
close."  In  short,  control  is  very  tight. 
So  costs  can  be  kept  under  very  close 
scrutiny  from  the  top. 

"We  were,  and  are,  a  pretty  infor- 
mal organization  and  it  has  worked," 
says  Johnston.  Each  of  the  three  top 
men  has  his  own  area  of  responsibili- 
ty: Johnston  for  budgeting  and  do- 
mestic operations;  Pfister  for  finance 
and  international;  and  WTescoe  for  re- 
search and  overall  policy.  This  is  not 
management  by  committee,  but  each 
man  does  know  precisely  what  is  go- 
ing on  in  the  others'  areas. 

The  strict  controls  can  shave  costs 
and  highlight  trouble  spots  quickly.  In 
low-cost,  high-margin  businesses  like 
drugs  and  consumer  products,  many 
of  the  costs  such  as  research,  capital 
investment  and  advertising  are  dis- 
cretionary. For  example,  advertis- 
ing can  always  be  cut  slightly  with 
little  impact  on  sales  but  with  tremen- 
dous impact  on  earnings.  So  earnings 
growth  can  be  kept  steady,  even  in 
times  of  profit-margin  tightness. 

"They  don't  have  windfall  years," 
says  Ronald  Nordman  of  F.  Eberstadt 
&  Co.,  "but  they  don't  have  any  lean 
years  either."  If  you're  in  business  for 
profit  rather  than  excitement,  it's  not 
a  bad  way  to  run  a  company.  ■ 
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Faces  Behind  the  Figures 


A  Mistake? 

"In  hindsight,  I  concede  that  the 
timing  of  the  Lockheed  move  may 
have  been  a  mistake,"  says  Textron 
President  G.  William  Miller,  "not  be- 
cause we  weren't  fully  protected  fi- 
nancially—we are  fully  protected— but 
because  of  the  psychological  impact 
on  our  investors." 

It  has  been  a  painful  impact.  Since 
Textron  agreed  to  buy  45%  of  crip- 
pled Lockheed  last  June,  Textron  com- 
mon is  down  $200  million,  a  full  third 
of  its  value,  far  more  than  the  market. 

"In  a  bull  market,  a  move  like  this 
would  be  viewed  as  heroic,"  says  Mil- 
ler. "But  in  this  market,  it  creates  a 
credibility  gap  at  a  time  when  ana- 
lysts need  a  security  blanket." 

Prior  to  Miller's  Lockheed  move, 
Textron  looked  like  as  toasty  a  com- 
forter as  one  could  want  for  the  win- 
ter months  ahead.  Earnings  were  al- 
most certain  to  set  new  records  in 
1975,  thanks  in  large  measure  to  big 
and  conveniendy  timed  helicopter 
shipments  scheduled  for  Iran,  as  well 
as  healthy  industrial  equipment  ship- 
ments. The  corporate  track  record 
was  reassuring,  the  debt-to-equity  ra- 
tio an  attractively  low  25%. 

So  why  on  earth  sock  $100  million 
into  a  beset  outfit  like  Lockheed,  given 
today's  economy? 


Miller  is  clearly  looking  to  pull  a 
dramatic  turnaround  at  Lockheed, 
aided  by  the  "big-bath"  gambit:  He 
has  persuaded  Lockheed  to  write  off 
everything  but  the  executive  wash- 
room—around $800  million  in  inven- 
tory and  R&D.  And  Lockheed's  credi- 
tors, figuring  that  something  is  better 
than  nothing,  are  converting  $275 
million  in  bank  debt  into  preferred 
stock.  Thus  shrunk,  Lockheed  could 
show  spectacular  earnings  next  year. 

Pushing  hard  to  complete  the  deal, 
Miller  has  relaxed  some  of  his  impor- 
tant safeguards.  He  has  lowered  the 
number  of  wide-bodied  L-1011  or- 
ders he  wants  to  see  on  the  books, 
and  scrapped  a  proposed  new  equity 
issue  from  Lockheed's  existing  share- 
holders. He  has  raised  Textron's  cash 
transfusion  to  $100  million— from  $85 
million.  In  exchange,  Textron  will  get 
almost  47%  of  Lockheed's  equity. 

Miller,  who  will  take  on  the  addi- 
tional tides  of  chairman  and  chief 
executive  at  Lockheed,  feels  all  that 
remains  now  is  "reconverting  the  in- 
vestors." Says  he:  "This  deal  will  have 
to  be  one  we  can  present  as  judicious, 
prudent,  cautious,  well-conceived  and 
wise.  Not  hip-shooting." 

Of  course,  in  cases  like  this,  num- 
bers speak  louder  than  words.  In- 
vestors will  want  to  see  some  actual 
results  before  they  are  persuaded.   ■ 


Miller  of  Textron 


Geologist  Hubbert 


No  Place  To  Drill? 

So  O.K.,  you  grumble  at  the  gas  pump. 
These  prices  seem  high,  but  at 
least  the  exploration  they're  financing 
will  make  us  self-sufficient  in  oil  in  a 
few  years,  right? 

Wrong,  says  M.  King  Hubbert,  71, 
Texas-born  research  geologist  with 
the  U.S.  Geological  Survey.  His  forte 
is  estimating  how  much  oil  is  left  to 
be  found  in  the  U.S.  and  overseas. 
And  he  says  there  simply  isn't  much 
more  oil  to  be  found  in  this  country, 
sink  what  we  will  into  exploration. 

"The  oil  industry  has  been  doing  its 
best,  and  all  it  has  to  show  is  a  rapid- 
ly declining  success  ratio,"  says  Hub- 
bert with  a  wave  at  the  volumes  of 
geological  data  lining  the  study  of 
his  suburban  Washington  home. 

You  could  dismiss  Hubbert  as  an- 
other prophet  of  doom  headed  for  the 
lecture  circuit— that  is,  if  he  hadn't 
been  making  accurate  predictions 
about  U.S.  oil  exploration  and  pro- 
duction for  nearly  20  years. 

"In  1956,"  he  recalls,  "I  addressed 
a  group  of  petroleum  engineers  at  a 


conference  sponsored  by  the  Ameri- 
can Petroleum  Institute.  I  said  that  if 
my  calculations  were  even  roughly 
correct,  U.S.  oil  production  would 
peak  between  1966  and  1971.  That 
stirred  hell  out  of  the  whole  industry, 
including  my  own  company,  Shell  Oil. 
They  didn't  believe  me." 

But  U.S.  petroleum  output  peaked 
in  1970.  Since  then,  even  the  most 
skeptical  oilmen  have  been  taking  an- 
other look  at  Hubbert 's  figures,  and 
many  are  starting  to  agree  that  we 
need  better  conservation  at  least  ,is 
much  as  more  exploration.  Mobil  is 
the  only  major  company  that  has  pub- 
lished estimates  of  undiscovered  re- 
coverable reserves,  and  its  figures 
aren't  far  from  Hubbert's.  Ashland  Oil 
chief  executive  Orin  Atkins  says,  "I 
happen  to  think  Hubbert  is  right." 
Others  will  agree  in  private. 

True,  the  official  Geological  Survej 
position  is  that  plenty  of  oil  is  yd  Id 
be  found  in  the  U.S.,  so  the  stub- 
born Texan  is  in  effect  saying  that  his 
superiors  don't  know  wh.it  they  arc 
talking  about. 

But  that  hasn't  stopped  him  yet.   ■ 


60 


FORBES,    DECEMBER    15,    1974 


You  see 

all  the  sites  in  Georgia  when 

you  fly  with  C&S. 


Come  fly  with  us.  C&S  is  the  bank  with  the  know-how 
and  capabilities  to  help  you  select  a  site  conveniently. 
And  the  facts  and  figures  to  help  you  do  it  intelligently. 

And  one'thing  more  is  for  sure.  C&S  is  the  only  bank 
in  Georgia  with  complete  objectivity:  objectivity  that 
comes  from  being  located  in  more  cities  throughout  the 
state.  It  means  that  our  industrial  development  experts 
are  uniquely  unbiased.  We  play  no  favorites.  We  can 
afford  to  tell  it  like  it  is. 

And  Georgia  is  a  great  place— for  business  and  for 
pleasure.  Because  Georgia  offers  a  unique  combination 


CgS 


of  advantages  in  terms  of  taxes,  labor  force,  power,  land, 
transportation,  climate— and  particularly,  financing  op- 
portunities. Which  is  where  C&S  happens  to  ihine. 

Get  the  unbiased  industrial  development  advice  you 
need— in  depth  and  in  confidence— right  from  the  start. 
Write  Harold  W.  Diffenderfer,  head  of  Industrial  Develop- 
ment Department,  C&S  National  Bank,  99  Annex,  Atlanta, 
Georgia  30399-or  call  him  at  (404)  581-3378-for 
answers  to  all  your  questions,  and  the  free  booklets, 
Industrial  Survey  of  Georgia  and  C&S  Industrial  Develop- 
ment Services. 


The  Citizens  and  Southern  Banks  in  Georgia 


MEMBER  FDIC 


In  a  decade 

of  increasingly 
successful  years, 

1974  was  Tesoro's 

most  successful. 


ace: 


m1 


(All  Fiscal  Years 

Ended  September  . 

FISCAL  YEAR  ENDED 

1974 

1973 

1972 

1f71 

1970 

1989 

1968 

1967 

19S6* 

198S* 

Gross  Income  (millions) 

$534.5 

289.3 

210.3 

163.5 

128.9 

122.0 

103.4 

82.8 

18.2 

6.6 

Net  Earnings  (mil lions) 

$60.9 

19.9 

13.0 

7.7 

6.0 

4.9 

3.1 

2.6 

.2 

.1 

Net  Earnings  Per  Share 

™ 

Primary 

$    5.76 

1.90 

1.32 

1.03 

.82 

£8 

.46 

.37 

.02 

.01 

Nc 

Fully  Diluted 

$    5.13 

1.78 

1.27 

1.00 

.82 

.68 

.46 

.37 

.02 

.01 

Total  Assets  (millions) 

$351.0 

216.0 

156.6 

119.3 

95.0 

74.6 

46.8 

40.6 

21.7 

9.7 

*Not  restated  for  poolings  of  interests 

in  subsequent  years. 
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The  table  shows  the 
growth  highlights  of 
America's  fastest-growing 
energy  company  during  its 
first  decade.  Tesoro's  1974 
annual  report  details  the 
story  and  the  reason  for  its 
extraordinary  growth.  It  also 
tells  of  Tesoro's  plans  for  the 
next  year  and  the  next  dec- 
ade, including  Tesoro's  signif- 
icant commitment  to 
American  exploration  and 
production  in  both  oil  and 


coal— plans  which  Tesoro  is 
confident  will  make  its  seconc 
decade  of  growth  every  bit  as 
dynamic  as  its  first. 

Tesoro's  1974  annual 
report  is  being  printed  now. 
To  reserve  a  copy,  write  to: 
Dr.  Robert  V.  West,  Jr., 
Chairman  of  the  Board  and 
Chief  Executive  Officer, 
Tesoro  Petroleum  Corpora- 
tion, 8700  Tesoro  Drive,  San 
Antonio,  Texas  78286.  Or 
call:  (512)  828-8484. 


TESORO  PETROLEUM  CORPORATION 


aces  Behind  the  Figures 


iuying  Time 

)on't  ask  for  whom  the  petrobell 
Ills;  it  tolls  for  all  of  us.  So  says  Dr. 
Diether  Hoffman,  46,  general  man- 
ger of  Germany's  $10.2-billion  Bank 
iir  Gemeinwirtschaft.  Even  for  Ger- 
liany,  with  its  $15-billion-to-$20-bil- 
ion  balance  of  payments  surplus? 

Yes,  says  Hoffman,  an  urbane  law- 
er:  "Germany  has  over  25%  of  its 
|ross  national  product  tied  to  exports, 
[f  all  the  countries  experience  a  de- 
pression because  of  the  oil  situation, 
ermany's  economy  will  suffer,  too. 
learly,  everyone  else's  problem  will 
become  our  problem." 

Hence  the  recent  $2-billion  loan 
i)  near-bankrupt  Italy.  "Frankly," 
says  Hoffman,  "Germany  is  trying  to 
buy  some  time  for  Italy  to  make  sure 
it  doesn't  utterly  collapse.  Italy's 
collapse  would  present  all  major  in- 
lustrial  countries  with  sizable  losses, 
and  the  effect  would  spread  to  En- 
gland and  possibly  to  others." 

While  Hoffman  thinks  the  oil  situa- 
tion could  in  the  end  sink  every- 
body, he  remains  relatively  optimistic 


about  the  U.S.  "Let's  face  it,"  he  says. 
"Despite  your  inflation,  the  cost  sit- 
uation is  still  relatively  attractive."  At- 
tractive even  compared  with  Ger- 
many? "In  a  number  of  areas,  yes,"  he 
answers.  His  bank  is  helping  German 
companies  invest  some  of  their  na- 
tion's surplus  dollars  here. 

Which  brings  Hoffman  to  his  No. 
Two  gripe— after  the  petrodollar  sit- 
uation. He  can't  understand  why 
Americans  get  their  backs  up  about 
foreign  buying  into  U.S.  industry. 
"We  Germans  made  no  fuss,"  he  re- 
minds Americans,  "about  General  Mo- 
tors buying  Opel,  and  we  encour- 
aged Iran  to  buy  a  quarter  interest 
in  Krupp.  Yet  when  there  is  a  rumor 
that  a  foreigner  is  buying  a  5%  or  a 
10%  stock  interest  in  International 
Business  Machines,  it  almost  becomes 
a  national  crisis.  You  have  to  get 
used  to  the  fact  that  capital  invest- 
ment is  now  a  two-way  street." 

We're  all  in  this  mess  together, 
Hoffman  is  saying,  and  it  is  no  time 
for  petty  economic  nationalism— es- 
pecially coming  from  the  U.S.  of  all 
countries.    ■ 


Hoffman  of 

Bank  fur  Gemeinwirtschaft 


JMo  Partners  Wanted 

"The  Arabs  confuse  our  government 
policy  and  our  business  policy,"  says 
William  L.  Wearly,  chairman  and  chief 
executive  of  Ingersoll-Rand.  "That's 
the  trouble." 

People  in  government,  Wearly  says, 
have  actually  been  telling  the  Arabs 
that  U.S.  companies  are  anxious  to 
set  up  joint  ventures  in  the  Middle 
East. 

Poppycock!— at  least  as  far  as  ln- 
gersoll-Rand,  the  world's  most  diver- 
sified capital  goods  manufacturer,  is 
concerned. 

"We  don't  have  the  faintest  idea  of 
joint  venturing,"  Wearly  asserts  ada- 
mantly. "We  think  it  makes  more 
sense  to  have  100%  equity  interest. 
Let  the  Arabs  put  up  money  in  the 
form  of  debt.  They'll  earn  interest. 
We'll  provide  employment.  And  we'll 
also  help  their  balance  of  payments 
because  we'll  do  the  exporting  from 
there." 

Wearly    is    no    stranger    to    foreign 

ntures.  I-R  manufactures  machin- 
<t\  ,u id  capital  equipment  in  15  coun- 
tries and  expdrts  to  116.  But  Wearly 
and  I-R  vehemently  oppose  the  trend 
by  American  firms  of  taking  in  for- 
eign partners.  A  multinational  com- 
pany like  I-R,  Wearly  explains,  must 
keep  control  in  order  to  maintain  the 


best  transfer  prices  and  meet  chang- 
ing market  conditions.  It  must  also 
be  prepared  to  absorb  start-up  costs 
for  the  first  two  or  three  years  of 
operation. 

"Local  owners  are  going  to  get  very 
upset  about  those  start-up  losses," 
he  says.  "In  Australia,  for  instance, 
we  suffered  in  the  early  years  of  our 
operation.  Local  participants  would 
have  been  screaming.  But  we  were 
able  to  make  it  go  because  we  had 
control." 

Wearly  spoke  just  before  taking 
off  on  a  Middle  East  junket  with  ex- 
ecutives from  Carrier,  Lockheed,  Allis- 
Chalmers,  Cargill  Co.  and  Otis  El- 
evator. But  he  wanted  his  hosts  to 
know  in  advance  that  I-R  is  simply 
not  interested  in  setting  up  turnkey 
plants  for  the  Arabs  to  buy  once  the 
bugo  have  been  ironed  out.  He  says: 
"We're  going  to  have  to  convince  the 
Arabs  that  we  are  not  in  that  kind  of 
business." 

Of  course,  if  the  new-oil-rich  want 
to  buy  a  little  Ingersoll-Rand  common 
stock,  that's  fine.  "I'd  a  hell  of  a  lot 
rather  they  come  over  here  and  put 
S300  million  or  $400  million  in  our 
stock  than  demand  a  50%  interest  in 
a  subsidiary. 

"As  a  matter  of  fact,  I'm  going  to 
tell  them  to  buy  Our  stock." 

Knowing  Wearly,  he  will.   ■ 


Wearly  of  Ingersoll-Rand 
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DRAGON  CHAT 


Face? 


DlSt,  < 


OR? 

We  might  see  something  different. 

But  then,  we've  been  looking  at  things  in  a  different  light 

ever  since  1 887,  when  we  founded  America's  first  liability  insurance  company. 

Today  we're  just  as  innovative  —  with  Workmen's  Compensation, 

with  Group  coverages,  with  all  forms  of  business  and  personal  insurance. 

Talk  with  American  Mutual,  where  there's  an  original  way  of  looking  at  everything. 

J\merican 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


Faces  Behind  the  Figures 


Count 

Your  Blessings 

U.S.  businessmen  who  have  to  face 
the  tough  but  realistic  bargaining  of 
their  opposite  numbers  at  the  top  of 
U.S.  labor  unions  may  not  know 
when  they're  well  off.  Consider 
France,  where  government  and  busi- 
ness must  face  an  avowed  Commu- 
nist, Georges  Seguy,  head  of  France's 
big  trade  union,  Confederation  Gen- 
erate du  Travail  (CGT).  U.S.  labor 
leaders  pay  at  least  lip  service  to  the 
need  for  profits,  and  say  they  are 
against  inflation.  Seguy  does  not  be- 
lieve in  profits  nor  in  the  govern- 
ment's anti-inflation  program.  He  sees 
the  world  through  Marxist  spectacles. 

For  example,  Seguy  told  Forbes 
that  the  present  economic  crisis  in 
France,  as  well  as  in  the  whole  in- 
dustrial world,  "is  not  the  result  of 
the  rise  in  the  price  of  petroleum.  It 
is  the  result  of  the  profit  of  capital, 
monopolistic  and  multinational." 

Seguy,  47,  is  a  member  of  the 
French  Communist  Party's  Central 
Committee  and  Politburo,  but  he  points 
out  that  the  CGT  is  a  confederation 
'  of  unions  representing  all  shades  of 
opinion.  Whatever  their  shades,  how- 
ever, most  union  members  dislike 
wage  restraint.  Seguy  tells  them  they 
should  resist  President  Giscard  d'Es- 
taing's  austerity  program  (designed 
to  get  inflation  down  from  17%  to  6% 
by  the  middle  of  next  year).  "Aus- 
terity," Seguy  argues,  "cannot  cure 
inflation."  He  calls  for  the  removal 
of  France's  value-added  tax    (VAT) 


from  many  items,  putting  more  mon- 
ey in  wage  earners'  pockets,  a  freeze 
on  prices,  new  taxes  on  business,  a 
direct  reduction  of  business'  profit 
margins  and  finally  indexation— "an  in- 
dispensable condition  to  guarantee 
the  purchasing  power  of  wage  earn- 
ers against  inflation." 

To  those  not  wearing  Marxist 
blinders,  the  truth  lies  elsewhere.  As 
Giscard  d'Estaing  told  the  French 
people  recently,  France  this  year  is 
paying  out  an  extra  $7.5  billion  for 
petroleum.  That's  equal  to  3.4%  of 
France's  GNP,  the  equivalent  of  a 
$40-billion  added  burden  on  the  U.S. 
economy.  The  result  has  been  to  slow 
one  of  Europe's  strongest  economic 
growth  rates  down  to  a  crawl. 

But  to  Seguy,  that  is  only  further 
proof  of  the  perfidy  of  "monopoly 
capital."  His  rhetoric  is  colorful: 
"The  obesity  of  capital  makes  the 
whole  economy  anemic,"  he  says.  "A 
year  of  pronounced  inflation  has  been 
a  year  of  the  fatted  cows  for  profits." 

Seguy  favors  nationalized  industry. 
Though  most  of  its  members  are  not 
Communists,  the  CGT  voted  2M  years 
ago  to  call  for  nationalizing  banking 
and  finance  plus  the  steel,  oil,  atomic 
energy,  electronics,  pharmaceutical, 
heavy  equipment  manufacturing, 
aerospace  and  defense,  automobile 
and  merchant  marine  industries. 

Does  anyone  listen  to  Seguy?  Most 
assuredly  they  do.  He  is  France's  most 
powerful  labor  leader  and  a  fighter. 
When  he  was  17  he  was  sent  by  the 
Gestapo  to  Mauthausen  concentra- 
tion camp.  He  survived,  became  a 
railwayman  and  worked  his  way  up 


Seguy  of  the  CGT 


through  the  CGT  ranks.  Last  month, 
to  help  France's  troubles,  he  issued  a 
call  for  a  one-day  general  strike.  The 
strike  was  only  half  successful:  Pub- 
lic sector  employees  came  out  in 
large  numbers,  those  in  private  in- 
dustry did  not. 

Listening  to  men  like  Seguy,  a  new 
Communist  strategy  becomes  evident. 
The  parties  in  Western  Europe  are 
clearly  hoping  that  the  high  price  of 
oil  and  the  resulting  economic  turmoil 
will  bring  them  the  victory  that  has 
long  eluded  them  at  the  polls  and  in 
the  old  dream  of  armed  revolution.  ■ 


The  Sound  Of  Music 
(Jingle,  Jingle) 

It  seems  everybody  wants  a  raise 
these  days.  Now  it's  the  songwrit- 
ers and  composers  and  their  publish- 
ers—not exactly  a  depressed  class. 
"Everybody  thinks  music  should  be 
free,"  complains  Salvatore  Chiantia, 
an  executive  of  MCA  Inc.  and  presi- 
dent of  the  National  Music  Publish- 
ers' Association. 

The  present  copyright  law  dates 
from  1909;  it  established  a  2-cent 
royalty  on  each  record  sold  and  the 
rate  hasn't  changed  since  then;  the 
publisher  gets  half,  the  composer  the 
other  half.  Chiantia  thinks  this  is  un- 
fair: With  today's  mass  market,  a  rec- 
ord company  and  an  artist  can  earn 
millions    on    a    single    recording— but 


the  publisher  and  composer  must  split 
a  measly  2  cents  per  record.  Chiantia's 
company  is  a  big  publisher  of  popu- 
lar songs,  among  them  Strangers  in 
the  Night  and  The  Girl  from  Ipa- 
nema.  But,  says  he,  "The  money  we 
earn  on  a  pop  tune  is  peanuts  com- 
pared  with  the  record  companies' 
profits." 

What  do  the  composers  want? 
They  want  to  extend  their  owner- 
ship of  a  song  from  the  current  28 
years  to  the  life  of  the  composer  plus 
50  years— which  would  mean  extra 
royalties  for  the  estates  of  now  living 
composers  like  Burt  Bacharach  and 
Leonard  Bernstein.  In  addition,  they 
want  the  royalty  raised  from  2  cents 
to  3  cents.  Chiantia's  employer,  MCA, 
is  squarely  in  the  middle.  As  pub- 
lisher, it  would  make  more,  as 
a  record  company,  less.   ■ 


Chiantia  of  National  Music 
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Faces  Behind  the  Figures 


His  Own  Crisis 

What  do  you  do  when  your  $187- 
million  (sales)  motel  chain  is  labor- 
ing under  $244  million  of  long-term 
debt  (vs.  $134-million  equity)  plus 
$24  million  in  noncapitalized  finance 
leases,  $18.7  million  in  short-term 
borrowing  and  your  earnings  are  off 
34%  so  far  this  year? 

Well,  there's  one  thing  you  can  do: 
You  can  take  a  plane  to  New  York 
and  keep  pitching. 

That's  what  Ramada  Inns'  chief 
executive  M.  William  Isbell  just  did. 
Although  he  was  asked  to  address 
the  National  Hotel  &  Motel  Educa- 
tional Exposition  on  the  energy  cri- 
sis, Isbell  instead  tried  to  talk  the 
assembled  hotelmen  into  buying  his 
new  reservations-and-accounting  com- 
puter program,  which  he  says  is 
priced  at  one-third  less  than  the 
competition's— around  $50,000  for  a 
175-room  motel. 

The  audience  of  500  franchisees  po- 
litely gave  Isbell  weak  applause  and 
zero  orders. 

Undaunted,  the  39-year-old  son  of 
the  Ramada  founder,  Marion  W.  Is- 
bell, slid  his  small  frame  into  a  lim- 
ousine loaned  by  a  board  member 
and  headed  for  the  airport— with  a 
Forbes  reporter  in  tow. 

Why  didn't  he  speak  on  the  energy 
crisis?  "I  just  don't  see  spending  my 


time  discussing  a  dead  horse,"  said 
Isbell.  "The  crisis  is  over."  If  true, 
that's  news  to  anyone  who  knows 
what  is  going  on.  Isbell  merely  goes 
back  to  the  subject  of  his  computer. 
"Some  day  I  expect  it  to  be  as  big  as 
our  motel  business."  So  far,  he  has 
sold  a  reservations  system  to  only  one 
hotel  chain. 

Is  Ramada  walking  a  financial 
tightwire?  Absolutely  not,  says  Is- 
bell. "We  have  a  securities  portfolio 
with  a  market  value  of  $57  million 
that  we  can  use  to  get  continued 
short-term  financing.  We  did  a  com- 
puter model  on  bankruptcy.  Only  In- 
ternational Telephone  &  Telegraph's 
Sheraton  has  more  financial  muscle 
than  we.  .  .  ." 

O.K.,  Ramada  has  erred  on  occa- 
sion, Isbell  concedes:  "For  the  last 
four  or  five  years  we've  been  going 
short  term  to  avoid  10%-plus  mort- 
gages. That  was  a  mistake,  because 
interest  rates  just  kept  going  up.  I 
don't  have  to  justify  the  short-term 
debt  to  my  board  of  directors.  That 
was  my  old  man's  policy  [Isbell  Se- 
nior is  still  board  chairman].  Myself, 
I  always  preferred  to  take  out  mort- 
gages instead." 

Maybe  the  reason  that  Isbell  is  so 
sanguine  about  the  energy  crisis  is 
that  he  has  a  more  immediate  crisis 
to  deal  with— the  crisis  right  in  his 
own  company.   ■ 


Isbell  of  Ramada  Inns 


Think  Before  Shouting 

Sure  these  high  food  prices  are 
tough,  says  Warren  Lebeck,  53-year- 
old  president  of  the  Chicago  Board 
of  Trade,  but  Americans  simply  must 
learn  to  put  things  like  that  in 
perspective. 

Lebeck  sees  red  at  the  very  thought 
of  limiting  foreign  sales  of  U.S.  com- 
modities to  keep  prices  down.  Much 
of  that  $21.3-billion  export  volume 
is  sold  directly  through  the  Chicago 
Board  of  Trade,  the  nation's  major 
commodity  trading  exchange.  If  ex- 
ports go  down,  so  does  CBT  trading 
volume  and  commission  income. 

"Export  controls  send  false  signals 
to  producers  and  consumers,"  he  says. 
"They  are  a  disincentive  to  more  pro- 
duction and  an  incentive  for  more 
consumption."  But  shouldn't  we  satis- 
fy demand  at  home  first?  "It  is  time 
Washington  faced  economic  facts  and 
stopped  playing  to  a  broad  political 
base,"  argues  Lebeck.  "We  are  in 
danger  of  losing  valuable  markets  and 
foreign  currency."  Already,  he  claims, 


U.S.  actions  have  strained  our  cred- 
ibility with  customers:  "If  you  are 
Japanese  and  depend  on  soybeans  for 
food  and  the  U.S.  shuts  off  your 
source  of  supply  every  time  the  elec- 
torate decides  prices  are  too  high,  you 
are  not  going  to  stand  there  and 
starve.  You  are  going  to  find  alterna- 
tive supplies.  You  are  going  to  invest 
money  to  do  that."  After  the  June 
1973  U.S.  soybean  embargo,  the  Jap- 
anese committed  $1  billion  to  soy- 
bean production  in  Brazil;  the  Com- 
mon Market  voted  a  subsidy  and  price 
supports  to  encourage  domestic  pro- 
duction of  soybeans. 

"When  we  have  bad  weather,"  Le- 
beck adds,  "we  must  let  price  deter- 
mine what  happens.  We  can't  let 
our  consumer  feel  that  the  only  thing 
that  is  important  to  him  is  the  price 
of  a  loaf  of  bread  or  a  pound  of 
meat.  The  prices  of  copper,  aluminum 
and  rubber  that  we  have  to  bring  in 
are  important,  too."  But  even  the  din 
of  the  Board's  trading  pits  can't  drown 
out  the  political  pressures  of  angry 
housewives.  ■ 


Lebeck  of  Chicago  Board  of  Trade 
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This  old  river 
doesn't  hove  to  die* 


A  blighted  river— the  tell-tale  sign  of 
industrial  and  municipal  wastes.  But 
there  is  hope.  From  far-reaching 
anti-pollution  legislation  and  a 
growing  technology.  At  the  forefront 
of  this  technology:  Crane  and  its 
Cochrane  Environmental  Systems 
Division.  Specialists  in  water  and 
waste  treatment  for  better  than  a 
century. 

The  above  pollution  symptoms 
indicate  dissolved  inorganic  solids. 
For  this  particular  problem  (as  for 
many  others)  Crane  provides 
tailor-made  techniques  and  tools. 
For  example:  contact  reactors.  Ion 
exchangers.  Reverse  osmosis. 


Chemical  feed  systems.  Resinous 
neutralizers.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and  - 
knowledge. 

Dissolved  inorganic  solids 
represent  just  one  of  many  water 
pollution  problems  we  help  solve 
everyday.  For  further  information 
contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


Crane  makes  it  flow  clean  again. 


The  Funds 

Anchors  Aweigh  — 
Down,  Down,  Down 

Probably  the  most  aptly  named  group  in  the  mutual  fund 
industry  at  the  moment  is  Anchor  Corp.  Anchor  manages 
seven  funds  with  total  assets  of  around  $900  million,  and 
its  performance  justifies  its  name— as  in  sank  like  an  anchor. 

Of  course  there  has  been  a  lethal  bear  market,  but 
Anchor's  principal  funds  are  among  the  poorest  long- 
term  performers  vis-d-vis  funds  of  similar  size  and  purpose. 

Take  Anchor's  flagship,  Fundamental  Investors  (assets: 
$486  million).  Fundamental  is  an  old-line  growth-and-in- 
come  fund  like  Massachusetts  Investors  Trust  and  Affili- 
ated. Such  funds  have  traditionally  tagged  behind  the 
industry  averages.  Unfortunately,  Fundamental  has 
lagged  behind  even  these  two  and  others  like  it.  In  the 
latest  Forbes  Mutual  Fund  Survey  (Aug.  15)  Fundamen- 
tal Investors  got  a  poor  C-D  rating  for  performance  in 
up  and  down  markets.  The  survey  also  shows  that  Fun- 
damental's 12-year  average  annual  growth  rate  is  an  ap- 
palling 1.8%.  Affiliated,  whose  long-term  record  is  hardly 
spectacular,  managed  to  get  3.3%.  In  the  last  six  years, 
Fundamental  has  fallen  40%,  vs.  33%  for  the  Standard  & 
Poor's  500. 

The  Anchor  Growth  Fund  (assets:  $167  million)  hasn't 
done  much  better  with  a  B-F  rating  and  a  12-year  av- 
erage annual  growth  rate  of  2.5%,  vs.  6.6%  for  the  T. 
Rowe  Price  Growth  Stock  Fund  and  7.2%  for  the  Johns- 
ton Fund.  Between  1968-73,  Anchor  Growth  dropped 
42%,  vs.  10%  for  the  Dow  Jones  industrials. 

Even  Anchor's  Income  Fund  ($78  million),  which  one 
might  think  would  be  a  bulwark  in  a  bear  market, 
managed  to  get  an  F  rating  for  down  markets.  Reason: 
The  fund  stocked  up  on  high-yielding  common  stocks, 
especially  utilities.  But  what  seemed  high-yielding  a  cou- 
ple of  years  ago  (5%-6%)  seems  almost  stingy  today.  And 


utilities?  Enough  said. 

Even  where  Anchor  was  farsighted,  it  failed  to  exploit 
its  advantage.  In  1972,  for  instance,  Anchor  launched  a 
short-term  money  fund,  Anchor  Reserve.  These  funds  to- 
day are  the  hottest-selling  item  in  the  beleaguered  industry. 

Anchor  figured  the  new  fund  would  be  a  convenient 
place  for  existing  shareholders  to  park  their  money  when 
they  got  disenchanted  with  equity  funds.  But  outsiders  had 
to  pay  a  full  8.75%  sales  charge,  while  most  money  market 
funds  were  no-load.  Only  last  September  did  Anchor  fi- 
nally offer  a  no-load  short-term  money  fund.  But  by  that 
time,  the  bloom  was  off:  there  were  over  a  dozen  such 
no-load  funds,  with  more  than  $1  billion  in  assets.  Anchor 
needlessly  missed  the  boat  here. 

"We  certainly  have  not  been  satisfied  with  our  results 
in  recent  years,"  admits  Anchor  President  John  Haire.  "I 
couldn't  put  my  finger  on  any  particular  factor."  (How 
about  poor  management,  Mr.  Haire?) 

President  Haire  believes  that  Anchor's  laggard  per- 
formance is  going  to  change.  "I  think,"  says  he,  "our 
organization  is  capable  of  producing  above-average  re- 
sults in  the  years  ahead. 

"We've  reorganized  and  restructured  quite  consid- 
erably in  the  last  18  months." 

Anchor  has  abandoned  the  fund-manager  approach  for 
what  Haire  calls  the  "sector"  approach,  where  respon- 
sibility for  a  portfolio  is  divided  up. 

Haire  explains,  "We  now  decide  at  the  investment  com- 
mittee level  what  percentage  of  each  fund  we  want  in 
each  area  or  sector"— that  is,  bonds,  cyclicals,  high-growth, 
etc.  "Then  an  individual  makes  the  specific  recommen- 
dations in  each  particular  sector." 

Will  the  new  system  get  Anchor  under  sail  again?  May- 
be. This  year  Anchor's  performance  has  shown  some  im- 
provement: Fundamental  is  off  22%  and  Anchor  Growth 
27%,  vs.  28%  for  the  Dow.  But  you  don't  win  many 
races  that  way. 


A  Straw  Is  A  Straw  Is  A  Straw 

"Net  Mutual  Fund  Sales  Set  Record  in  October," 
blared  the  optimistic  headline.  It  sounded  good,  but  was  it 
true?  Was  the  long  mutual  fund  slump  over?  Had  the 
bleeding  from  redemptions  finally  ended?  The  sheer  num- 
bers looked  reassuring:  Through  October  the  funds  had 
1974  sales  of  $4  billion  as  compared  with  redemptions 
of  only  $3.2  billion.  Hence,  the  arithmetic  went,  the  net 
gain  was  $800  million. 

But  was  it  really  over?  Unfortunately  not.  Of  those  $4 
billion  in  sales,  $1.5  billion,  nearly  40%,  was  put  into 
short-term  money  market  funds.  Take  out  the  sales  of 
these  funds  (and  take  out  their  redemptions,  too),  and 
the  regular  mutual  funds  suffered  a  net  loss  amounting 
to  $436  million. 

So  much  the  better,  of  course,  for  those  fund  or- 
ganizations that  own  money  market  funds.  Two  of  the 
leaders  were  Fidelity  and  Dreyfus.  Dreyfus  hit  the  jack- 
pot, now  claiming  $640  million  in  assets;  some  of  this 
money  came  from  the  Dreyfus  Fund,  whose  shareholders 
wanted  out  but  were  willing  to  shift  to  a  money  mar- 
ket fund. 

Fidelity  claims  most  of  the  money  in  its  new  fund  came 
from  outsiders.  How  much  will  stay  under  their  man- 
agement when  short-term  money  funds  cool? 

But  not  every  big  fund  organization   has   gotten   onto 
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Twice  In  40  Years 

The  last  time   the  stocks   in  the 
Dow   Jones   industrial  average  sold 
below  their  combined   book  value 
was  back   in  1942.      This  average 
is    not  composed    of  junk; 
the  stocks   in  it  are  the 
solid   backbone   of 
American   industry. 


YEARLY    LOW 
MARKET   PRICE     / 
Dow    Jones 
—      Average   Stocks 


BOOK  VALUE 
Dow    Jones 
Average   Stocks 

Source:    Lord,    Abbett  &  Co, 

i         I         l I L 
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Automobile 

INTERNATIONAL 


EXPORT 


Johnston  Delivers  High- Profit  Export  Markets 


For  almost  100  years  we  have  published  magazines 
or  businessmen,  plant  managers,  engineers  and 
government  officials  around  the  world.  That's  all 
/vedo. 

A/e  have  offices  and  correspondents  in  40  coun- 
ries.  Our  editors  and  publishers  travel  overseas 
:onstantly.  Our  nine  editions  carry  over  3,800 
)ages  of  advertising  a  year  from  blue  chip  com- 
panies in  every  industrial  country  in  the  world. 

For  example,  do  you  want  more  business  in  the 
Middle  East?  Just  call  us. 

Johnston  International 
Publishing  Corp. 

386  Park  Avenue  South  New  York,  N.Y.  10016 


n 


Please  send  information  on: 

□ 


~1 


AFRICAN  DEVELOPMENT— African  Business 
Leaders 

□  ALAM  ATTIJARAT— Arab  Business  Leaders 

□  AUTOMOBILE  INTERNATIONAL— Repair 
Shops  and  Fleets 

□  EXPORT— Importers  of  Consumer  Hardgoods 

□  INDUSTRIAL  WORLD— Plant  Management 

□  MODERN  ASIA— Asian  Business  Leaders 


Name. 


.Title. 


Company 

Company  address 


I 


In  1974  Ashland  went  places 
it  had  never  been  before. 
And  it  brought  more  back. 


Two  Years  In  Brief               Year  Ended  September  3C 

►     1974 

1973 

% 

Net  Income                                                                     $ 

113,004,000 

$      84,299,000 

34.1 

Per  Share  of  Common  Stock  —  Net  Income 

4.45 

3.33 

33.6 

Total  Revenues**                                                               3,451,224,000 

2,296,831,000 

50.3 

Capital  Additions  and  Leased  Facilities 

215,991,000 

234,213,000 

(7.8) 

Cash  Flow  —  Net  Income  Plus  Depreciation,  etc. 

198,714,000 

174,225,000 

14.1 

Common  Stock  Dividend  —  Annual  Rate  at  Year  End 

1.40 

1.30 

7.7 

*  1973  restated  to  conform  with  current  year's  classification. 
*  "Includes  excise  taxes  collected  from  customers:  1974  —  $235,557,000;  1973  —  $244,010,000. 


Ashland  Oil  had  another  record  year  in  1974. 
Despite  the  massive  supply  problems  and  un- 
certainties that  confronted  the  entire  oil  industry, 
Ashland  experienced  strong  and  balanced  growth. 
The  '74  results  reflect  the  capabilities  and  diver- 
sity provided  by  the  company's  substantial  capital 
expenditures  in  recent  years. 

Notable  profit  gains  were  made  by  the  Ash- 
land Chemical  and  Ashland  Exploration  divisions, 
by  Ashland  Oil  Canada  Limited,  and  in  the  com- 
pany's coal  operations.  The  volume  of  petroleum 
products  sold  declined,  but  this  was  offset  by  an 
increase  in  chemical  sales  volume.  Construction 
activities  continued  at  a  rapid  pace,  ending  the 
year  with  an  unprecedented  $272  million  con- 
tract backlog. 


Ashland's  continuing  search  for  new  sources 
of  crude  oil  met  with  major  successes  in  the 
Persian/Arabian  Gulf,  Nigeria  and  offshore 
Louisiana. 

In  1974  we  went  places!  If  you'd  like  more 
information  about  Ashland's  fiscal  1974  and  our 
plans  for  the  future,  write  Dept.  F-12  and  ask 
for  our  Annual  Report.  It's  interesting  reading. 


Ashland 


Ashland  Oil,  Inc.,  Ashland,  Kentucky  41101 


The  Funds 


be    bandwagon    by    setting   up    a    money    market 
'erhaps  what  the  holdouts  say  is  sour  grapes,  but 
ie  not.  At  the  big  Lord,  Abbett  group,  Donald  B. 
lireetor    of    sales    planning,    argued    that    this    wr 
he    worst    possible    time    to    encourage    sharehe' 
witch  out  of  stock  mutuals  into  money  market 
Our  records  of  book  value  vs.  stock  prices  [se 
>S]  show  that  stocks  are  wonderful  values  to; 
»ut   money   into   short-term   money   funds,   y 
>e    able    to    reinvest    at    the    same    high    i 
md   you   may   also   lose   the   chance   to   bt 
;urrent  low  prices 

At  Boston's  Putnam  Cos.,  President  Robei 
ng  to  grant  that  the  money  market  funds 
mate  need.   But  he  also  wants  to  see  how 
tvhen  they  encounter  a  long  down  cycle  in 
and  the  margin  between   their   yields   and   sa\ 
rates  narrows 

At  the  Axe  Group  in  Tarrytown,  N.Y.,  Presided      1970       1971       1972       1973 
Schroeder  goes  beyond  being  skeptical:   He  is  dow.  orivateiy  owned  housing  starts) 
derogatory.  "We  did  not  start  a  short-term  money  ii 


1974 


JULY  126.0 

AUG.  126.1 

SEPT 124.5 

OCT.   (Prel.)     123.2 


ket  fund  because  we  believe  they  are  a  short-term  fal  Pe°ple  spending?  (Dept.  ot 

i  i  ii  i  i  »>  store  sales) 

It  is  not  a  product  that  will  last  a  long  time.  re  consumers  going  into 

Schroeder  may  well  be  right,  but  the  way  things  are     "rve  net  change  in  con- 
now   for   the    mutual    fund    business,    people    are    grasp- 
ing  at   straws;    and   the   short-term   money   market   funds 
have   the    advantage    of   being   the    first    straw    that    has      bad  shat 
floated  by  for  a  long  time.  that  pay  9.6%, 


f/J 


'  {Dept.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  or 
Commerce  personal  income,  wage  and  salary 

>  disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept.  ot  Labor  initial  unemployment  claims) 


know  this,  even  if  American  investors 
^**"     not  yet  discovered  it. 

sure,  international  oil  earn- 

lossible  inventory  adjust- 

hhhhk_I 1 1 vv< ' i    in    1975    than 

bly  not  much  low- 

^s  are  approxi- 
v  Gulf  Oil 


Introducing 
Scudder  Managed  Reserves. 

We  want  your  money  to 
work  harder  for  you. 

Scudder  Managed  Reserves  specializes  in  keeping  your  money  at  work  in 
short  term  securities  for  high  current  income  with  low  risk. 

•  no  charge  to  purchase  shares  •  dividends  declared  daily 

•  no  charge  to  withdraw  your  money        •  $1 ,000  minimum  initial  investment 
For  more  information,  write  or  call  collect  for  a  free  prospectus.  (61 7)  482-3990 


SCUDDER 

f\/l3.ll  tOI  .      SCUDO£R.  STEVENS  8.  CLARK  INVESTMENT  CXXINSa 

Scudder  Fund  Distributors,  Inc.  Dept.  #55, 10  Post  Office  Square,  Boston,  MA  02109 

Please  send  me  information  about  Scudder  Managed  Reserves. 

Name 


Address 
City 


State. 


Zip. 


Occupation 


_Title_ 
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In  1974  Ashland 


|p  30% 


it  had  never  bee 
And  it  brought  mo 


Two  Years  In  Brief 


Year  Ended  September 


Net  Income 


Per  Share  of  Common  Stock  —  Net  Income 


Total  Revenues** 


Capital  Additions  and  Ler 


.24 


20 


71     72    73    74     75 


.12 


71     72     73    74     75 


^les  and  earnings  for  the  six  months  and 
rter  ended  October  26,  1974,  sub- 
htiajly  surpassed  all  previous  records 
ke  periods.  Sterling's  consistency  ovei 
st  decade  in  improving  sales  and 
s,  is  a  testimony  to  the  benefits  of 
sive  forward  planning  executed  by 
jned  organization, 
sterling  has  consistently  followed  a 
j-term  investment  strategy,  resulting  in 
allocation  of  a  high  percentage  of 
3/apital  to  businesses  that  tend  to  transcend 
the  coincidental  negative  effects  of  a 
slowing  economy. 

Geographic  balance  is  provided  by 
operating  in  the  United  States  and  Canada, 
which  removes  the  risk  attendant  to  over 
dependence  on  a  single  national  economy. 

Sterling  is  in  an  excellent  position  to 
reach  its  1975  Fiscal  Year  sales  goal  of 
$115  million.  Sterling  plans  ahead... 


Interim  Operating  Results 


Consolidated  Summary  of  Earnings  (Unaudited) 

(Thousands  of  dollars  except 
per  share  amounts) 


- 


Six  Months  Ended 

October  26,  October  27, 

1974  1973 


Net  Sales 

Net  Income 

Earnings  Per  Common  Share 

Other  Data: 

Working  Capital 

Common  Stockholders  Equity 


$56,524 
$  1,470 
$   .28 

$27,840 
$28,007 


$46,645 
$  1,125 
$   .21 


$19,047 
$24,369 


!  i 


A  BALANCED  GROUP  OFCOMPANIES:  AUTOMOTIVE  AND  AGRICULTURAL 
REPLACEMENT  PARTS  $£&  INDUSTRIAL  PRODUCTS  0^* 

FINANCIAL  SERVICES  $  REAL  ESTATE /Jft  IMPORT/EXPORT.^ 

Sterling  Precision 
Corporation    © 


Suite  900,  319  Clematis  Street,  West  Palm  Beach,  Florida  33401 


The  Forbes  Index 


145 
140 
135 
130 
125 
120 
115 
110 
105 
100 
95 
90 


preliminary                 _ 

"\ 

j 

N  [ 

SEPT. 

OCT. 

NOV. 

DEC. 

JAN.. 

FEB. 


132.8 
132.8 
132.3 
.129.4 
.127.6 
126.3 


64       1965       1966       1967       1968        1969      1970        1971        1972        1973  1974 


MAR 125.0 

APR 125.3 

MAY 125.4 

JUNE  125.1 

JULY  126.0 

AUG.  126.1 

SEPT 124.5 

OCT.   (Prel.)     123.2 


Composed  of  the  following 
Production 

•  How  much  are  we  producing-'  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering7 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending7  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt7  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


Market  Comment 


Holiday  Comfort 


By  L  O.  Hooper 


Fob  common  stock  investors,  there 
has  not  been  much  comfort  in  1974. 
But  this  is  the  holiday  season!  Let's 
hang  the  holly  and  roll  in  the  Yule 
Log!  This  is  the  season  to  be  merry! 

But  what  is  there  to  be  merry 
about?  Lots  of  things.  For  months  we 
have  been  discounting  a  recession,  or 
a  depression.  That  has  made  stocks 
1  xtter  values  than  at  any  time  since 
the  early  1930s.  Now  that  we  have 
recession  and  deteriorating  business 
and  earnings,  we  don't  have  to  pre- 
pare for  it  any  more;  we  can  begin 
to  prepare  for  the  recovery. 

To  be  sure,  there's  some  gloom 
around,  but  its  bearish  impact  is  al- 
most as  depreciated  as  the  dollar. 
The  market  does  not  discount  the 
same  thing  twice;  and  fear  of  what's 
to  come  always  is  worse  than  the 
event  itself.  Most  importantly,  too, 
this  time  there  is  a  plethora  of  cash 
and  maturing  short-term  securities 
around.    Unlike    conditions    in    other 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


bear  markets,  the  investment  commu- 
nity is  saturated  with  latent  buying 
power.  It  may  be  "scared"  buying 
power,  but  there  are  already  indi- 
cations that  some  of  it  has  begun  to 
come  out  of  hiding. 

Washington  and  the  Fed  no  long- 
er are  trying  to  make  business  worse. 
The  emphasis  is  not  on  creating  de- 
flation but  on  fighting  recession. 
The  bear  market  may  or  may  not  have 
struck  bottom,  but  prices  are  down 
in  the  lower  reaches  of  the  bear  mar- 
ket area.  The  values  are  here,  and 
common  stocks  are  about  the  only 
things  that  are  not  inflated. 

Perhaps  the  most  deflated  major 
stock  market  group  is  made  up  of  the 
international  oils.  As  Forbes  pointed 
out  in  the  previous  issue's  cover  story, 
the  oil  reserves  of  the  Middle  East, 
on  which  we  are  so  unhappily  de- 
pendent, are  almost  worthless  to  the 
Arabs  without  the  transportation,  the 
refining  capacities  and  the  marketing 
organizations  available  only  in  the  big 
international  oil  companies.  The  Arabs 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  or 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


know  this,  even  if  American  investors 
have  not  yet  discovered  it. 

To  be  sure,  international  oil  earn- 
ings, due  to  possible  inventory  adjust- 
ments, may  be  lower  in  1975  than 
in  1974,  but  probably  not  much  low- 
er. This  year  (all  figures  are  approxi- 
mate, except  the  dividends)  Gulf  Oil 
(17),  now  on  a  $1.70-dividend  ba- 
sis, will  earn  around  $4.90  a  share; 
Exxon  (61),  now  paying  $5,  will 
earn  about  $12.50;  Texaco  (21),  pay- 
ing $2.10,  should  show  $6.75;  Stan- 
dard Oil  of  California  (21),  pay- 
ing $2,  is  expected  to  earn  $6;  Mobil 
Oil  (32),  paying  $3.25,  may  earn  $9; 
and  Royal  Dutch  (25),  paying  $2.50, 
is  estimated  to  be  earning  $9.50. 

The  risks  in  these  blue-chip  stocks, 
both  real  and  imagined,  are  well  re- 
flected in  current  prices.  Dividends 
are  more  likely  to  be  increased  than 
cut  or  omitted.  If  the  American  econ- 
omy is  allowed  to  koep  going,  we 
must  have  huge  amounts  of  imported 
oil  because  there  is  no  other  way  to 
get  enough  precious  energy— not  even 
from  coal— for  years  and  years.  Re- 
member, too,  that  these  oil  compa- 
nies are  not  the  cause  of  high  prices 
for  petroleum.  The  cause  is  the  high 
prices  they  are  being  forced  to  pay 
for  crude  by  the  Arabs.  I  want  to  re- 
peat what  I  have  said  here  many 
times  before.  At  these  prices  the 
stocks  just  named  are  conservative  in- 
vestments, not  just  speculations,  as 
so  many  people  seem  to  assume. 

Diamond   International    (24),    for- 
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Want  to  invest  in  the  high 
interest  rates  now  available? 

And  have  your  purchases 

tax  deductible,  and  your  income 

tax-sheltered.  If  you  have  any 

self-employed  income,  you  can. 

-  ask  about  our  Keogh  Plan  - 

ROV^PRICE 

NEW  INCOME 

FUND,  inc. 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36. 

Rowe  Price  New  Income  Fund.  Inc 
One  Charles  Center 
Baltimore.  Maryland  21201 


Name_ 


Address. 
City 


.State. 


-Zip. 


Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  December  31, 1974. 


QUARTERLY  DIVIDENDS 

The   Board   of  Directors   has   de- 

clared the  following  d 

ividends  for 

the  quarter  ending  December  31, 

1974: 

Dividend 

Class  of  Stock 

Per  Share 

Common 

$  .43 

$1.40  Dividend 

i 

Preference  Common 

$  .35 

Cumulative  Preferred 

] 

4.08%  Series 

$1.02            ' 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

All  dividends  are  payable  on  or 
before  December  31,  1974  to 
stockholders  of  record  November 
29, 1974. 

MALCOLM   CARRINGTON,  JR. 
Vice  President  and  Secretary 


PSEG 


Newark,  New  Jersey 


merly  Diamond  Match,  is  paying 
to  yield  about  8%,  and  is  earning 
dividend  about  twice.  This  is  prims 
ly  a  packaging  company,  but  it  i 
also  a  lumber  and  forest  produc 
outfit  as  well  as  a  leading  factor 
playing  cards,  greeting  cards,  mate! 
and  woodenware.  It  has  sales 
around  $800  million  a  year,  a  lonjj 
term  debt  of  only  $40.7  million,  and 
a  dividend  record  that  goes  back' 
1882.  The  stock,  down  from  a  hij 
of  59  back  in  1969,  is  selling  abc 
as  low  as  at  any  time  in  a  decade, 
like  it,  pardy  because  of  the  sr 
debt  and  its  good  financial  positic 

Don't  Sell;  Buy  More 

I    know    many    small    investors 
American   Telephone    (42)    are  te 
bly   upset  by   the   Government's 
cently  announced  antitrust  suit  w  hi 
is  apparendy  aimed  toward  segregi 
ing    Western    Electric,    the    capti 
source  of  telephone  equipment 
suit  won't  come  to  trial  for  two 
three  years,  and  any  initial  decisi 
either  way  will  be  appealed  and 
appealed    for    probably    even    loo 
than  it  takes  for  the  case  to  come 
court.  If  the  suit  is  successful,  Wei 
ern  Electric  won't  be  distributed  un 
all  of  us  are  a  lot  older,  and  the  pa 
almost  inevitably  will  be  worth  moi 
than   the  whole.   It  is   a  prett\    s 
bet    that    telephone    users    will    lost 
through    higher    rates,    while    stoq 
holders  gain.  So  don't  panic  and  se 
your  AT&T  stock.  Buy  more  insteaj 

Crown  ZeUerbach  (22)  pays  $l.f 
and  is  expected  to  show  earnings 
about   $4.65   a  share   in    1974.   Thfc 
year  has  not  been  as  good  in  luml)ei 
as  in  paper,  but  earnings  will  be 
little  higher  than  in  1973  in  spite 
that.  The  big  thing  about  this  coinp: 
ny  is   that  it  is  one  of  the  nation 
largest  and  best  tree  farmers,  opera 
ing   some   3.1   million   acres   of   tim 
berland.  The  timber  always  grows  fa] 
er  than  it  is  being  cut,  so  we  have 
natural  resource  company  that   owl 
a  growing,  rather  than  a  wast  in 
sot.  In  my  opinion,  tin's  is  one  of 
besl    forest  products  equities  to  o 

Most   technicians    will    tell    you 
buy    only    the    stocks    that    liave 
tahlished   a   definite  uptrend,   and 
avoid    those    which    are    still 
down.   Since   I  am   a   fundamental] 
rather    than    a    technician,    and    lo 
ago    gave    up    the    idea    that     I 
make  money  in  trading  in  and  out,  I 
not    so   sure   I   would   he   avoiding 

the    subnormal    behaviors,    Some 

them    are    selling    well    below     iml 
value,    even    if    VOU    don't     buy    th 
at   the  lowest  eighth.    Not   manj    pd 
pie  do  hu\    stocks  at    the  bottom    an 
when    they    do,    it    is    happenstan 
rather  than  wisdom.  ■ 
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Year-End  Thoughts 

By  Heinz  H.  Biel 


"It  is  a  gloomy  moment  in  the  his- 
tory of  our  country.  Not  in  the  life- 
time of  most  men  has  there  been  so 
much  grave  and  deep  apprehension; 
never  has  the  future  seemed  so  in- 
calculable as  at  this  time.  The  domes- 
tic economic  situation  is  in  chaos. 
Our  dollar  is  weak  throughout  the 
world.  Prices  are  so  high  as  to  be  ut- 
terly impossible. 

"The  political  cauldron  seethes  and 
bubbles  with  uncertainty.  Russia 
hangs  as  usual,  like  a  cloud,  dark  and 
silent,  upon  the  horizon.  It  is  a  sol- 
emn moment.  Of  our  troubles  no  man 
can  see  the  end." 

The  foregoing  was  not  written  in  the 
fall  of  1974.  It  was  published  in 
Harper  s  Weekly  in  October  1857.  I 
am  indebted  to  A.G.  Becker  &  Co., 
Inc.  for  bringing  it  to  my  attention. 
Evidently,  periods  of  deep  despon- 
dency are  nothing  new  in  our  his- 
tory. This  nation  has  overcome  them 
all.  Our  present  problems,  insoluble 
as  they  may  now  seem,  will  also  be 
conquered.  How  and  when  we  do  not 
know,  but  our  world  is  not  likely  to 
come  to  an  end. 

Lack  of  faith  in  our  future,  in  our 
ability  simultaneously  to  tackle  a 
deepening  recession  and  a  rampant 
inflation,  is  most  clearly  reflected  in 
the  behavior  of  the  stock  market 
where  millions  of  people  give  expres- 
sion to  their  thoughts  and  fears.  Over 
a  period  when  prices  of  all  goods 
and  services  soared  to  unprecedent- 
ed heights,  the  stock  averages  de- 
clined to  the  lowest  level  in  a  decade. 
General  Motors,  the  world's  foremost 
manufacturing  company  and  a  steady 
dividend  payer  for  60  years,  has  fall- 
en to  the  lowest  price  since  1954! 

It  is  not'  easy  to  be  optimistic  at 
this  time  and  to  express  one's  confi- 
dence in  the  future  by  investing  in 
American  business.  The  economy  is 
going  downhill  at  an  accelerating 
pace;  millions  of  workers  will  not 
have  a  merry  Christmas;  our  largest 
city  is  in  such  a  severe  financial  bind 
that  its  tax-free  bonds  are  yielding  as 
much  as  fully  taxable  corporate 
bonds;  next  year  the  oil-consuming 
countries  will  have  to  cough  up  and 
then  reabsorb  some  65  billion  petro- 
dollars.   How    is    this    going   to    end? 

Mr  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson   Inc. 


How  are  we  going  to  get  out  of  this 
mess?  I  don't  know.  But  I  know  that 
we  must  and  will. 

Bear  markets,  like  the  one  that 
made  investors  suffer  this  year,  are 
not  a  new  experience  except  for  the 
very  youngest.  They  may  differ  in 
origin,  depth  and  duration  but  they 
all  have  one  characteristic  in  com- 
mon: Everything  looks  so  darn  bleak 
that  the  last  thing  anyone  wants  to 
do  with  money  is  to  invest  it  in  stocks. 
There  is  such  a  craving  for  security 
that  only  a  small  minority  has  the 
courage  to  look  for  opportunity.  It 
seems  to  me  that  the  time  is  ap- 
proaching, when  one  should  try  to 
overcome  one's  apprehensions  and 
take  advantage  of  the  opportunities 
that  now  present  themselves. 

There  is  no  way  of  telling  with 
any  degree  of  certainty  whether  stock 
prices  have  seen  their  bear  market 
lows.  However,  after  what  we  have 
been  through  in  this  past  year,  one 
can  state  with  confidence  that  the 
worst  lies  behind.  GM  may  go  down 
a  few  more  points,  but  how  mean- 
ingful would  that  be  after  a  decline 
from  last  year's  high  of  84  to  a  re- 
cent 30?  Investors  should  always 
think  in  terms  of  risk  vs.  reward.  Bare- 
ly has  this  relationship  been  more  fa- 
vorable than  it  is  now.  Of  course,  there 
is  still  a  risk,  perhaps  a  considerable 
risk.  But,  when  thinking  in  terms  of 
a  year  or  two  rather  than  just  the 
next  few  months,  the  upside  poten- 
tial for  common  appears  to  be  so 
much  greater  that  the  taking  of  rea- 
sonable risks  is  warranted. 

What  Stocks  To  Buy? 

What  is  a  "reasonable"  risk  when 
you  start  buying  stocks  in  a  bear  mar- 
ket? In  a  way  the  answer  depends  on 
one's  intentions.  Do  you  want  to  in- 
vest or  speculate  or  gamble? 

The  investor  should  only  buy  stocks 
of  financially  strong  companies  which 
can  be  hurt  but  not  seriously  dam- 
aged even  in  a  depression.  IBM,  of 
course,  is  an  outstanding  example. 
General  Electric,  whose  near-term 
prospects  are  not  exactly  rosy,  falls 
into  the  same  category,  as  do  DuPont 
and  Sears  and  Kodak.  These  compa- 
nies and  others  like  it  are  and  will 
remain  the  mainstays  of  institutional 


investment  portfolios,  and  they  will 
probably  be  the  first  to  recover 
when  convictions  grow  that  the  bear 
market  has  really  ended. 

Then  there  are  numerous  compa- 
nies which  are  highly  recession-re- 
sistant and,  therefore,  not  quite  as 
depressed  as  the  ones  mentioned 
above.  Winn-Dixie  Stores,  a  growth 
company  with  an  exceptional  record, 
is  an  example,  as  are  Esmark,  R.J. 
Reynolds,  Seagrams,  and,  of  course, 
American  Telephone  6-  Telegraph. 

Unless  the  world's  financial  struc- 
ture collapses— which  is  possible  but 
improbable  since  this  must  be  pre- 
vented at  any  cost— the  nation's  ma- 
jor banks  should  not  be  ignored  as 
investments.  I  favor  Manufacturers 
Hanover.  The  insurance  stocks,  deep- 
ly depressed  and  selling  far  below 
book  values,  are  attractive  as  recov- 
ery candidates.  Consider  Aetna,  Trave- 
lers, Lincoln  National,  to  mention  a  few. 

It  is  surprising  how  many  stocks, 
which  not  so  long  ago  had  a  prime 
quality  standing,  are  now  regarded  as 
"speculative."  It  is  hard  to  believe 
that,  for  instance,  Honeywell,  down 
from  140  last  year  to  20  at  present, 
now  sells  on  a  7%  yield  basis  and  at 
slightly  over  4  times  the  past  12- 
month  earnings.  This  is  without  prec- 
edent in  the  company's  history.  Hon- 
eywell has  problems,  but  I  doubt  very 
much  that  its  survival  is  in  question. 
Chrysler's  position  seems  more  pre- 
carious. Although  its  dividend  record 
goes  back  to  1926,  Chrysler  has  ex- 
perienced too  many  crises  over  the 
years.  Its  rating  as  an  investment  is 
zero;  but,  as  a  speculation,  it  could 
be  dynamic  once  its  immediate  prob- 
lems have  been  resolved. 

The  list  of  good  companies,  some 
investment  grade,  some  more  specula- 
tive, is  so  endlessly  long  that  "ran- 
dom-walk" selections  will  probably 
work  as  well  as  the  pick-and-choose 
system.  Except  for  qualitative  dif- 
ferences, it  is  probably  more  impor- 
tant to  decide  when  to  buy  rather 
than  what  to  buy. 

The  greatest  opportunities  for  prof- 
it, on  a  percentage  basis,  undoubt- 
edly will  be  found  in  the  lengthening 
group  of  "penny"  stocks,  i.e.,  those 
selling  at  5  or  less.  There  are  nearly 
400  on  the  New  York  Stock  Exchange 
alone.  Not  all  of  them  are  basket 
cases  like  Penn  Central,  or  in  deep 
trouble  like  Pan  Am  and  Eastern  Air 
Lines,  Lockheed  or  some  of  the 
REITs.  Many  have  been  paying  divi- 
dends for  years  and  will  continue  to 
do  so.  Don't  try  to  pick  one  poten- 
tial winner.  Buy  a  package  of  ten  or 
more,  avoiding  those  which  are  al- 
ready on  the  critical  list  or  whose  fu- 
ture is  too  cloudy  to  permit  an  evalua- 
tion of  recovery  prospects.   ■ 
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FOR  YOU! 


Public  Law  93-373  legalized  the  own- 
ership of  gold  bullion  by  U.S.  citizens 
after  Oecember  31,  1974.  Today, 
NOW,  you  can  own  gold  coins.  Gold 
coins  traditionally  have  been  the 
strongest  hedge  against  inflation,  out- 
performing stocks,  bonds  and  savings 
accounts  by  a  remarkable  margin. 
Break    the    ice   today. 


TNTCRNATIONAL  COIN,  INC. 

270 1  E  CAMELBACK  RD    SUITE  35 1 
PHOENIX.  AZ  85016 

Send  the  following: 

Trial  subscription  coin  report 

Literature  on  gold  coins 

A  suggested  investment  $ 

($1,000  min.) 

Name 


Address. 
City 


.Phone 


.State. 


-Zip. 


DIVIDEND 


NOTICE 


SHELL  OIL 

Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty-five  cents  (65c)  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  December  18,  1974, 
to  shareholders  of  record  Decem- 
ber 6,  1974 

W.  W.  WESTERFIELD,  Jr. 
Secretary 
November  26,  1974 


Baltimore,  Maryland  21203 
The  Board  of  Directors  of 
United  States  Fidelity  and 
Guaranty  Company  voted 
a  dividend  of  sixty-two  cents 
a  share,  payable  January  3 1 , 
1975,  to  stockholders  of  rec- 
ord December  13,  1974. 

WILLIAM  S.  SPLIEDT 
Vice  President-Secretary 
and  Treasurer 
November  27,  1974 


Technician's  Perspective 
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A  Wide! 
Swinging  Marke 


By  John  W.  Schul 


By  now,  just  about  every  investor 
must  know  that  the  U.S.  economy 
is  caught  in  a  recession  and  that  next 
year's  corporate  earnings  are  going 
to  be  decidedly  lower  than  this  year's. 
Most,  I  suspect,  believe  that  this  re- 
cession is  going  to  cut  deeper  and 
last  longer  than  advertised,  and  ap- 
parently the  economists'  consensus  is 
shifting  toward  the  same  view. 

So  why  shouldn't  the  stock  mar- 
ket collapse  all  over  again?  Of  course, 
it  might  do  just  that  if  enough  in- 
vestors succumb  to  another  attack  of 
hysteria.  And  even  in  the  absence  of 
mass  hysteria,  the  Dow  may  still  drop 
at  least  marginally  through  its  Octo- 
ber low  (573,  intraday). 

According  to  some  analysts,  the 
bear  market  won't  bottom  conclusive- 
ly until  the  dividend  yield  on  the 
Dow  reaches  7%,  or  even  8%.  With 
the  annual  "per  share"  dividend  cur- 
rently about  $38  for  this  average, 
that  would  mean  a  low  in  the  Dow 
of  a  543-475  range.  The  Dow  hasn't 
yielded  7%  to  8%  since  1949,  when 
everyone  was  still  waiting  for  the 
postwar  depression.  If  you  now  fear 
that  kind  of  debacle,  the  idea  of  an- 
other major  bear-market  downswing 
can  seem  plausible  enough. 

I'm  not  about  to  argue  that  we 
can't  have  a  depression  (though  I 
doubt  it),  nor  that  the  Dow's  Oc- 
tober low  can't  be  broken  (though  I 
think  most  stocks  have  seen  their 
final  bear-market  lows).  But  I  do  want 
to  make  two  points  which  suggest 
that  the  time  for  darkest  pessimism 
may  be  past,  at  least  as  far  as  com- 
mon stock  prices  are  concerned. 

One  is  that  late  last  month  the 
Dow's  price/earnings  ratio  was  6.6, 
which  was  even  lower  than  at  the 
market's  1949  low,  when  it  was  about 
6.8.  The  median  multiple  for  the 
broad-based,  unweighted  Value  Line 
composite  price  index  recently  was 
5.3,  just  about  identical  with  the 
median  multiple  for  all  NYSE  com- 
mon stocks.  This  was  below  the  his- 
toric rock-bottom  multiples  which  the 
old  Cowles  all-stock  index  registered 
in  the  early  1920s  and  during  the 
World  War  I  years.  Thus  today's  P/E 
ratios  seem  to  be  the  lowest  in  a  cen- 


Mr.   Schul;  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.   Inc. 


tury.     Maybe     prospects     are     r 
worse   than   they  have  been   at 
time  in  the  past  100  years, 
this  idea  a  little  hard  to  svvall 


real 


Support  From  The  Fed 


I 


The   other  point  to  bear  in   min    . 


is  that  dividend  yields,  and  P/E  rs 


11!' 


tios   with   them,   look   pretty   certai 
to  be  getting  support  from  the  Fee    ,i 
eral  Reserve  during  the  months  ahea<    i 
The  Fed  has  let  short-term   interej    . 
rates    drop    much   more    dramaticall 
since  last  summer  than  the  decline  i 
the    commercial    banks'    prime    rat 
from  12%  in  early  October  would  sug 
gest.   By  late   November,   four-to-six 
month  commercial  paper,  for  exam 
pie,   was   down  from   almost    12%   ti 
under  9%.  And  the  key  rate  for  fed 
eral  funds  (overnight  interbank  loan 
of  surplus  reserves)   was  down  fron 
13.5%  to  under  9.5%. 

The  federal  funds  rate  is  pivotal,  no 
only  in  the  sense  that  all  other  short 
term  money-market  rates  are  gearei 
to  it,  but  also  because  it  is  though 
to  be  both  a  symptom  of  the  Fed' 
monetary  policy  and  a  major  tool  ii 
implementing  that  policy.  If  the  Fe 
wants  to  increase  the  availability  ol 
lendable  funds,  it  can  take  steps  ti 
enlarge  commercial  banks'  reserves 
as  reserves  grow,  the  need  for  inter 
bank  reserve  borrowings  diminished 
and  the  federal  funds  rate  drops. 

Ordinarily,  when  this  happens,  tli 
nation's    money    supply    tends    to    in 
crease  along  with  bank  reserves.  Thi: 
time,   too,   the  money  supply  lias    i 
creased  as  the  federal  funds  rate  Id 
but   so    far    at    an    astonishingly    slo 
pace.  Most  observers  seem  agreed  ilia1 
a  considerably   faster   rate  of   gTC 
in  the  money  supply  is  urgently  Deed 
ed   if   the  business   recession    is   to   H 
arrested  and  reversed  during  the  sfl 
ond     half    of     1975,     and     there      in 
reasons   to  believe   that   this   view 
shared  at   the   top  of    the   Fed,   when 
it  counts.  If  so,  the  federal  funds  ratf 

along    with    all    other    short  term     i 
terest   rates   keyed   to   it,   can   be  ex 
pected  to  keep  dropping;  even  long 
term  interest  rates,  which  have  suit 
ened  recently,  could  case  shll  furthi  I 

There  is  also  pretty  general    i 
ment  that   the  drop  in  interest   rat 
late    summer    helped 


since 


commoi 
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ick  prices  hold  their  ground  above 
Oct.  4  lows  by  diminishing  the  at- 
.ction  of  high-yielding,  fixed-in- 
me  investments  relative  to  divi- 
nd-paying  (but  price- volatile)  com- 
)n  stocks.  Nevertheless,  late  last 
onth,  the  Dow's  dividend  yield  of 
out  6.15%  and  the  Value  Line  com- 
»site's  median  yield  of  6.7%  (his- 
rically  ample  though  they  were) 
11  had  a  hard  time  competing  for 
oney  from  risk-shy  investors  who 
uld  get  better  than  7.3%  annually 
am  three-to-six-month  Treasury  bills. 

dvances  Of  20% 

Now  try  to  imagine  bill  yields  near- 
6%  than  7%,  and  other  short-term 
ites  down  in  proportion,  due  both  to 
irther  credit-easing  by  the  Fed  and 
recession-diminished  loan  demand, 
ith  the  money  supply  growing  con- 
derably  faster  than  the  almost  flat 
ite  of  last  summer.  Under  such  con- 
itions,  it  ought  to  be  an  all  but  fore- 
one  conclusion  that  money  will  in- 
reasingly  flow  into  dividend-paying 
ommon  stocks,  especially  when  many 
f  them  return  above-average  7%  to 
%  annual  yields  (or  more)  from  divi- 
ends  that  seem  well  covered  even 
y  prospective  lower  1975  earnings. 

It's  in  this  sense  that  a  further  drop 
i  interest  rates  could  be  expected 
ipt  only  to  help  put  a  "floor"  under 
he  average  stock-price  movement, 
>ut  also  to  lift  it  to  higher  levels. 
)n  the  other  hand,  the  yield  factor 
ould,  as  well,  place  an  upper  limit 
«i  price  improvement,  at  least  until 
lvestors  can  envisage  a  resumption 
f  reasonably  vigorous  long-term  eco- 
lomic  and  earnings  growth,  which 
hey  may  not  be  able  to  do  until  well 
dong  in  1975,  if  then.  To  be  some- 
vhat  more  specific,  if  short-term  in- 
erest  rates  stage  another  significant 
lecline,  it's  perfectly  conceivable  that 
itocks  paying  a  well-covered  dividend 
ould  advance,  say,  15%  to  20%  in 
:>rice,  with  yields  falling  accordingly, 
>efore  they  begin  to  lose  appeal  for 
ncome-minded  investors. 

That's  one  major  reason  why,  as  I 
pointed  out  in*  the  two  preceding  ar- 
ticles, I  think"  the  stock  market  will 
fluctuate  in  a  relatively  wide  trading 
range,  without  necessarily  much  net 
price  change  on  average,  during  most 
)f  1975  and  perhaps  even  beyond. 
The  reason  I've  been  thinking  these 
fluctuations  could  be  unusually  vola- 
tile is  that  the  volume  of  investors' 
money  now  "parked"  in  short-term, 
fixed-income  media  is  probably  larg- 
er, relative  to  the  average  stock 
price  level,  than  it  has  been  at  any 
time  in  at  least  the  past  ten  years. 
Even  a  modest  percentage  of  it,  flood- 
ing into  or  out  of  the  stock  market, 
could  make  prices  swing  sharply.   ■ 
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How  Value  Line  Can  Help  You 


GET  READY  NO  W 

for  the  NEXT  BULL  MARKET 


it* 


Value  Line  expects  you  may  well  see  the  Dow 
Jones  Industrial  Average  close  to  2000  within 
the  next  five  years. 


Sure,  we  have  inflation  and,  sure,  inflation 
is  bad  for  stocks  and  everybody.  But  consider 
the  implications  of  the  following  scenario 
which  in  our  opinion  describes  the  least  im- 
probable event: 

Inflation  is  stopped  finally,  but  only  after 
the  price  level  is  30%  to  40%  higher.  Such  a 

Krice  level  means  a  very  much  higher  Gross 
lational  Product  —  up  about  60%  in  the  next 
five  years. 

Profits  then  must  go  up  too,  at  least  as 
much,  because  the  ratio  of  corporate  profits 
and  dividends  to  the  Gross  National  Product 
is  right  now  too  low  to  permit  business  to  ex- 
pand the  way  it  must  if  it  is  to  provide  jobs, 
reduce  unemployment,  and  maintain  the  stan- 
dard of  living  of  the  country.  Corporate 
profits  then,  as  we  see  it,  will  probably  rise 
60%  to  80%  in  the  next  five  years  on  a  60%  rise 
in  the  Gross  National  Product. 

Inflation  will  be  a  good  part  of  the  reason. 
But  once  inflation  is  brought  under  control  at 
the  higher  price  level,  the  investor  will  be  look- 
ing at  earnings  of  about  $135  a  share  on  the 
Dow  Jones  Industrial  Average.  And  he  will 
then  also  be  looking  at  a  normal  multiple  on 
these  earnings  again.  Instead  of  7.5  times 
earnings,  on  the  Dow  and  a  current  11%  in- 
terest rate,  the  multiple  will  probably  be  IS 
times  again  and  the  interest  rate  and  the  real 
growth  rate  will  both  be  lower. 

Under  such  conditions  which  are  the  least 
improbable  that  we  can  foresee,  the  Dow 
Jones  Industrial  Average  will  be  in  the  2000 
range. 


Yet  the  Dow  Jones  Industrials  are  not  the 
bargain  sector  of  the  stock  market.  The 
average  price-earnings  multiple  of  all  the 
stocks  of  the  1 536  monitored  by  the  Value 
Line  Survey  which  report  earnings  at  all  is 
only  5.2  times.  That  means  that  the  run-of- 
the-mill  stocks  right  now  offer  an  earnings 
yield  of  19%.  And  these  earnings  over  the  past 
five  years  have  on  average  grown  at  the  rate  of 
9%  per  annum.  The  investor  then  is  looking  at 
a  market  that  right  now  yields  a  total  return  of 
28%,  if  the  9%  growth  rate  of  the  past  five 
years  holds. 

This  is  just  the  average  of  run-of-the-mill 
stocks.  The  outstanding  bargains  promise 
even  greater  returns. 

Today's  values  in  the  stock  market  are  fan- 
tastic, even  in  terms  of  the  average  stock.  Just 
as  fantastic  as  the  insane  anticipation  of 
everlasting  rapid  growth  that  characterized 
the  stock  market  in  the  Sixties — against  which 
the  Value  Line  Service  warned  persistently  all 
during  those  years. 

Insanity  in  the  stock  market  is  always  cor- 
rected. It  will  be  again.  In  fact,  Value  Line 
believes  the  only  way  the  market  can  be 
stopped  from  rising  to  record  highs  is  by  dis- 
mantling the  political  economy  and  turning 


the  nation  into  a  socialist  state.  On  the 
assumption  that  this  will  not  happen,  we  urge 
you  to 

Get  Ready  For  the 

Bull  Market  That  is  Coming 

We  are  not  unaware  of  the  possibility  of  finan- 
cial crisis.  Were  it  not  for  tight  money,  the 
stock  market  would  not  be  as  low  as  it  is.  In 
the  end,  value  will  determine  stock  prices,  and 
value,  be  assured,  is  not  always  the  same  thing 
as  price.  It  wasn't  the  same  in  the  Sixties.  It 
isn't  now. 

Note:  this  market  is  thin — both  ways.  The 
intelligent  strategy  is  to  prepare  to  buy 
deliberately  and  on  a  scale.  Not  much  buying 
is  going  to  be  accomplished  at  the  exact  bot- 
tom nor,  we  venture  to  predict,  within  30%  of 
it.  So  again — get  ready  now  —  deliberately 
and  with  your  eyes  open. 

To  help  you  identify  the  coming  generation 
of  stock  market  leaders,  as  well  as  stocks  you 
should  completely  avoid  for  the  time  being, 
The  Value  Line  Investment  Survey  continual- 
ly rates  over  1500  stocks  for  Probable  Market 
Performance  in  the  Next  12  months: 
100  stocks  are  ranked  I  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
700  slocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
100  slocks  are  ranked  5  (Lowest) 

Not  every  stock  will  always  perform  exactly  in 
accordance  with  its  Value  Line  rating,  but 
such  a  large  majority  have  over  a  period  of 
many  years  for  reasons  that  are  logical  that  we 
believe  you  would  seriously  "short  change" 
yourself  if  you  don't  put  these  Performance 
ratings  to  work  in  planning  your  own  strategy. 

Getting  Beneath  The  Surface 

All  told.  Value  Line  gives  you  more  com- 
prehensive data  on  1500  stocks  than  any  other 
source  we've  ever  seen.  For  each  stock,  Value 
Line  regularly  presents  a  Rating  for  relative 
Performance  in  the  next  12  months  and  a 
Rating  for  relative  Safety.  Value  Line  also 
presents  the  detailed  statistical  history  —  on 
23  key  investment  factors — going  back  10 
years.  Plus  future  estimates  for  the  next  3-to-5 
years.  When  you  look  at  the  sample  Value 
Line  report  reproduced  in  this  memoran- 
dum— which  is  typical  of  the  continually  up- 
dated reports  we  issue  on  each  of  the  more 
than  1500  stocks — you'll  see  what  we  mean  by 
"getting  beneath  the  surface." 

This,  of  course,  requires  a  massive  research 
effort.  To  that  end.  Value  Line  employs  70 
full-time  professional  research  specialists, 
whose  major  purpose  is  the  continuing  study 
of  investment  values.  They  are  backedby  ex- 
tensive computer  facilities,  which  enable  us  to 
give  you — in  addition  to  the  full-page 
reports — a  complete  summary  of  our 
evaluations  of  each  of  the  more  than  1500 
stocks  updated  every  week.  You  are  never  left 
"hanging." 

Time-Tested  Experience 

Value  Line  has  been  through  almost  every 
conceivable  kind  of  stock  market  and 
economic  circumstance.  We  have  assisted 
private     and     institutional     investors — many 


thousands    of    them  —  for    n< 
years  .  .  .  ever  since  the  depths  of  I 
sion  of  the   I930's.   During  this 
countless  brokers  and  other  inves 
visers  have  come  and  gone,  but 
Line.  You  can  count  on  us. 

Rating  Today's  Investmer 

Value   Line   recognizes   that   a   gre 
private  investors  are,  in  their  own  rig 
skilled    in    making   judgments    at 
values.  So  we  provide  the  vital  data 
you  need  to  draw  your  own  invest 
elusions.   We  do  not   ask  you  to 
"blindly". 

We  also  present  our  own  uneqi 
vestment  conclusions  on  each  of 
1500  stocks,  against   which  you 
your  judgments. 

Specifically: 

•  We  rate  each  stock — relative 
other   1500  or  more  stocks — f 
able  Market  Performance  in  the 
Months  (from  I  down  to  5). 

•  We  rate  each  stock  (from  I  dowf 
relative  Safety. 
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•  We  estimate  each  stock's  Appi  hn 
Potentiality  over  the  next  3  to   y^ 
specifically   indicating  its  price 
range"  in  that  future  period. 

m( 

•  We  estimate  each  stock's  Divid 
during  the  12  months  ahead. 

Re-Entry  Strategy 

If  history  repeats  itself,  a  great  mat 
inactive  investors  will  not  return  to  the  . 
in  an  active  way  until  after  many  of  the 
opportunities  have  been  snapped  up  an  . . 
ly  dissipated. 

To  help  you  get  started  now  with 
entry  strategy — and  we  urge  you  not 
back  in"  at  all  unless  you  do  so  with  y< 
wide   open —   we   invite   you    to   ace 
following  special  invitation. 

Special  $29  Offer 

You  can  now  receive  complete  Value  L 
vice  for  the  next  13  weeks  for  only  S2" 
introductory  trial  will  bring  you  evt 
that  goes  to  the  full-term  subscribf 
eluding.  .  .  k< 

EVERY    WEEK    ■    naw    SUMMAf 
ADVICES    (24    pagaa)...    showH* 
current   relative   ratings  of  more  thi 
stocks  for  Performance  and  Safety- 
with  their  Estimated  Yields  and  the  la 
nings,  dividends  and  P/F  dat.i 

EVERY    WEEK    •    naw    RATIN 
REPORTS   MCtlon   (144   pagaa) 
full-page  analyses  of  about  1 20  stocks, 
the  course  of  every  1 3  weeks,  new  fuu 
Yeports  like  this  are  issued  on  every  onfj 
more  than  1 500  stocks  under  regular 
(It  takes  but  a  minute  a  week  to  file  I 
reports    in    your    Value    Line    binder 

EVERY    WEEK    a    naw    8ELECTM 
OPINION   MCtlon   (4   pagaa). 

detailed  analysis  ol  an  I 
Recommended  Stock— plus  a  wealth 
vestment  background  including  the  Vain 
Average  of  I  S<X>  stocks 


is  a  typical  Value  Line  Full-Page  Report  SSSX" 


size 


'  the  more  than  1500  stocks  under  continuous  review  by  Value  Line  is  the  subject  of  a 
sort,  every.13  weeks,  in  regular  rotation  by  industry  group.  New  reports  on  about  120 
| are  issued  each  week— more  than  1500  every  13  weeks. 
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Current  Price/  Earnings  Ratio, 
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"norm."  Statistics  below  also  show 
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.of  the  past  10  years 
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BUSINESS  International  Paper  the  world's  larg- 
est papermaker.  produces  kraft  paper  and  board, 
groundwood  specialty  papers,  book  and  bond  pa- 
per, newsprint,  market  pulps,  shipping  and  milk 
containers,  bags  boxes,  labels,  lumber,  plywood, 
hospital  supplies  and  consumer  tissue  products 
Operates  25  pulp  and  paper  mills  and  76  convert 
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ing  plants  in  the  U.S..  Canada,  and  overseas  Owns 
8  1  million  acres  of  timberland.  has  rights  on  16 
million  acres  mora.  Employee  costs  not  available 
Has  51.300  employees.  72.000  stockholders 
Chairman  and  CEO  Stanford  Smith  President 
Judson  Hannigan  Inc.:  NY  Address:  220  Esst 
42nd  St.  NY.  NY    10017 


International  Paper  shares  continue  to 
rank  well  for  year-ahead  performance.  We 

expect  the  current  earnings  momentum  to 
persist  through  the  first  quarter  of  1975.  In  a 
sustained  stock  market  recovery  this  good 
quality  issue's  price  could  move  up  sharply 
towards  its  "cash  flow"  line. 

Profit*  continued  to  advance  sharply  in 
the  September  quarter.  Year-to-year  com- 
parisons were  somewhat  distorted  since 
profits  were  penalized  by  a  twelve-week 
strike  a  year  ago  (nine  weeks  in  the  third 

? lustier)  at  five  primary  mills  of  Canadian 
nternational  Paper  Company  (CIP).  Net  in- 
come* more  than  doubled  as  a  result  of  CIP's 
full-throttle  production,  good  demand  for 
IP's  domestic  output  (except  for  lumber  and 
plywood)  higher  prices  ana  a  very  profitable 
product  mil.  Since  the  CIP  strike  persisted 
three  weeks  into  the  final  period  of  last  year, 
earnings  comparisons  for  the  current  quarter 
will  benefit  from  full  Canadian  production. 

An  earnings  downtrend  is  ahead  for  1975. 
First  quarter  comparisons  will  likely  be 
favorable  mainly  because  of  higher  prices. 


But  after  that,  rising  expenses  will  begin  to 
eat  away  at  margins,  we  believe. 

The  General  Crude  Oil  purchase  is  still 
hanging  fire.  The  directors  of  the  Glenmede 
Trust,  the  trustee  for  a  foundation  owning 
63%  of  General  Crude's  common  shares,  has 
agreed  to  sell  the  stock  interest  for  cash  and 
notes  to  I. P.  Approval  of  the  transaction  is 
now  up  to  the  Orphans'  Court  in 
Philadelphia.  Once  IP  acquires  the  63%  in- 
terest, it  is  obligated  to  make  an  offer  for  the 
remaining  common  and  preferred  stock.  If 
the  purchase  is  completed,  the  company  will 
have  control  over  more  than  100  million 
barrels  of  oil  and  400  million  cubic  feet  of  gas 
in  proven  reserves  plus  the  leases  on  5.7 
million  acres  of  undeveloped  foreign  and  do- 
mestic land.  General  Crude  would  also  pro- 
vide IP  with  a  management  and  technical 
staff  that  can  exploit  IP's  6.8  million  net 
acres  of  mineral  lands  in  the  U.S.  and 
Canada  rV.P.jV. 
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I  THIS  BONUS;. . .  Value  Line's  com- 
1800-page  Investors  Reference  Service 
separately  for  S3S),  with  our  latest  full- 
reports  on  all  stocks  under  review — fully 
ea  for  your  immediate  reference.  This 
olumc  bonus  will  be  shipped  to  you  by 
al  handling.  It  will  be  updated  by  the 
>ns  to  be  issued  in  the  next  3  months. 

iey  Back  Guarantee 

take  no  risk  in  accepting  this  special 

If  you  are  not  completely  satisified  with 

alue  Line  Survey,  just  return  the  material 

lave  received  within  30  days  for  a  full  rc- 

of  your  fee.  (and  the  fee  is  tax  deduc- 


accept  this  invitation,  simply  fill  in  and 

Kthe  attached  order  form  today.  Time  is 
rtant. 
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ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST, 


NEW  YORK,  NY.  10017 

N-16N.5 


Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household 

D  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

□  Payment  enclosed      □  Bill  me  for  $224 


Signature 


Name  (please  print) 


Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N  Y.  residents  please  add  applicable  sales  lax  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent  ) 
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Wall  Street  View 


Thinking  The  Unthinkable 


By  Robert  Stovall 


Since  thinking  the  unthinkable  is 
prudent  these  days,  let's  weigh  the 
chances  of  a  real  depression  in  1975- 
76.  If  depression  is  what  we  are  fac- 
ing, the  euphoria  which  preceded  the 
1930s  is  obviously  missing.  Also  the 
shape  of  commodity  price  patterns  is 
different.  Consumer  and  wholesale 
prices  were  on  the  way  down  from 
1926  through  1929,  while  many  com- 
modity prices  have  risen  during  1974. 
But  no  two  economic  experiences  are 
ever  exactly  alike,  and  some  Ameri- 
cans currently  have  a  "death-wish" 
mentality  which  many  in  government 
seem  determined  to  act  out  until 
dream  becomes  reality.  Why  else 
would  a  nation  spend  billions  to  sal- 
vage weak  companies,  such  as  Penn 
Central  and  Lockheed,  and  commit 
taxpayer  multibucks  in  attacking  ef- 
ficient giants,  such  as  AT&T,  IBM 
and  Xerox,  which  are  world  standards 
for  innovation  and  excellence? 

Those  wired  into  a  depression  syn- 
drome should  realize  that  there  now 
exist  many  circuit  breakers  which 
should  prevent  a  business  slowdown 
from  lasting  anywhere  near  the  43 
months  that  the  National  Bureau  of 
Economic  Research  tells  us  measured 
the  1929-33  miasma,  peak  to  trough. 
Stringing  them  out,  they  include,  in 
my  own  order  of  importance:  Federal 
deposit  insurance  of  bank  accounts, 
50'/  or  higher  margin  requirements 
for  the  purchase  of  securities,  multi- 
ple breadwinners  per  family,  social 
security,  unemployment  compensa- 
tion, private  pension  programs  and 
the  graduated  income  tax.  These  de- 
pression short  circuiters  exist  in  a  so- 
ciety which  is  used  to  instant  com- 
munications and  action-reaction  re- 
sponses. Populations  of  the  world's 
industrialized  nations  simply  will  not 
docilely  endure  years  of  depression, 
as  was  the  case  two  generations  ago. 

Since  recession  is  what  we  have, 
let's  look  at  the  record  and  see  what 
it  means  for  investors.  The  U.S.  econ- 
omy began  to  show  signs  of  trouble 
by  November  of  1973,  at  the  very 
outset  of  the  Arab  oil  embargo.  But 
adjusting  for  the  fuel  shortage  in  early 
1974  and  other  international  imbal- 
ances later  on,   the   National   Bureau 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


of  Economic  Research  pinpoints  July 
1974  as  the  beginning  of  the  current 
slowdown.  I  believe  there  is  sufficient 
turmoil  (particularly  in  the  area  of 
the  4Fs— fuel,  food,  feed  and  fertiliz- 
ers) to  give  us  the  longest  recession 
of  the  post  World  War  II  period. 

A  Better  Market 

Let's  speculate  that  it  lasts  14 
months,  from  July  1974  through  Sep- 
tember of  next  year.  A  look  at  the 
table  below  shows  that  if  the  43- 
month  depression  of  the  early  Thir- 
ties is  included,  it  distorts  the  aver- 
age modern  U.S.  recession  to  14.8 
months.  Of  more  importance,  the 
stock  market,  as  measured  by  the 
Dow  Jones  industrial  average,  has  uni- 
formly begun  declining  before  post 
World  War  II  recessions  started,  and 
has  bottomed  and  started  rising  well 
before  business  activity  itself  begins 
showing  signs  of  renewed  vigor.  This 
one  should  be  no  exception.  There  is 
reason  to  doubt  that  the  DJIA's 
573.22  intraday  low  set  in  October 
was  in  fact  the  bottom,  as  it  would 
be  among  the  earlier  discountings  of 
recovery  on  record,  assuming  our  tar- 
get date  of  September  1975  is  near 
the  mark. 

Granted  that  the  last  two  years 
have  seemed  uniquely  miserable  to 
investors,  if  the  past  is  any  guide 
we  should  see  the  beginnings  of  a 
better  stock  market  to  go  along  with 
a  healthier  bond  market  in  the  months 
immediately  ahead,  if  in  fact  we  have 
not  already  begun  seeing  them  with- 
out fully  realizing  it.  What  could 
shatter    any    forecasts    would    be    an 


energy  crisis  turning  into  an  interna- 
tional disaster  of  such  proportions 
that  military  intervention  by  the  in- 
dustrialized nations  becomes  a  fact. 
Wars  have  been  fought  for  less  rea- 
son. Also  meteorologists  are  predict- 
ing a  harsh  winter  for  the  northern 
hemisphere,  and  unemployment  in 
some  of  the  shakiest  Western  nations 
is  high  and  political  stability  low. 

Former  Federal  Energy  Adminis- 
trator John  Sawhill  repeatedly  said 
that  the  United  States  is  "wasting" 
about  30%  of  the  fuel  consumed  here. 
Certainly  tighter  discipline  in  fuel  con- 
servation would  be  cheaper  in  every 
sense  of  that  term  than  a  military 
adventure.  But  the  United  States  is 
not  among  the  oil-consuming  coun- 
tries suffering  the  most.  Treasury  Sec- 
retary Simon  has  disclosed  that  in  the 
past  year  alone  26  significant  oil  dis- 
coveries have  been  reported  (all  out- 
side the  boundaries  of  OPEC),  provid- 
ing an  eventual  addition  of  at  least 
30  billion  barrels  of  proven  reserves. 
These  finds  outside  OPEC  have  an  es- 
timated production  potential  of  13 
million  barrels  per  day  by  1980.  If 
Mr.  Simon's  information  is  correct,  it 
is  clearly  meaningful. 

Total  Free  World  oil  consumption 
this  year  is  estimated  by  the  Treasury 
Department  at  about  46.5  million 
barrels  a  day.  It  is  believed  that 
OPEC  countries  have  nearly  8  mil- 
lion barrels  a  day  of  excess  oil  produc- 
ing capacity  compared  with  about  1.5 
million  barrels  before  the  Yom  Kip- 
pur  War.  A  number  of  oil-producing 
nations  cannot  meet  their  budgets  if 
production  cutbacks  exceed  35%  or 
40%  of  productive  capacity.  The  small 
populations  that  produce  much  of  the 
world's  export  oil  are  doubtless  con- 
cerned with  the  potential  of  war  and 
are  counting  on  the  Soviet  Union, 
which  has  finally  achieved  a  positive 
trade  balance  because  of  the  quad- 
rupled petroleum  price,  to  take  their 
side  indefinitely.  It  is  well  that  as 
many  people  as  possible  think  the  un- 
thinkable. It  may  reduce  the  chance 
of  its  happening.  ■ 
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Overseas  Commentary 

Where  To  Buy — 
And  What 

By  Walter  Oechsle 


Admittedly,  this  column  has  been 
too  optimistic  on  a  number  of  econ- 
omies and  stock  markets  during 
1974.  Is  this,  then,  the  last  chance 
to  throw  in  the  towel,  cut  the  losses 
and  run  for  cover? 

I  am  convinced  it  is  decidedly  too 
late  for  that.  Also,  I  think  it  will  prove 
to  be  much  more  productive  to  con- 
centrate on  picking  the  best  compa- 
nies in  the  strongest  economies  than 
to  try  to  pick  the  exact  low  in  any 
given  stock  market.  Virtually  all  mar- 
kets are  severely  depressed.  In  the 
process  of  collapsing,  most  markets 
have  dragged  the  best  companies 
down  along  with  tire  worst.  Some  of 
the  world's  best  companies  are  avail- 
able at  bargain  prices. 

How  do  you  pick  good  companies, 
or  perhaps  more  importantly,  stocks 
that  will  perform  well?  Where  will 
the  leadership  in  the  next  bull  mar- 
ket be?  Obviously,  fashions  play  a  big 
role  in  the  stock  market,  but,  by  and 
large,  anticipating  fashions  is  a  rather 
tricky  game. 

The  shortage  thesis  was  fine,  but 
what  will  ultimately  determine  its  va- 
lidity will  be  the  earnings  perfor- 
mance of  the  shortage  companies.  As 
long  as  earnings  and  comings  pros- 
pects  hold  up,  so  do  stock  prices— 
at  least  long  term.  If  you  analyze 
earnings  prospects  correctly,  you're 
bound  to  do  well  in  the  market. 

In  my  last  column  I  suggested  an 
ideal  diversification  among  the  major 
stock  markets  as  follows:  U.S.  25%; 
Japan  20%;  Germany  15%;  Great  Brit- 
ain, Holland  and  South  African  gold 
shares  10%  each;  Australia  and  France 
5%  each.  Events  since  have  convinced 
me  to  juggle  the  allocations  some- 
what. I'm*  upping  Japan  to  25%,  Ger- 
many to  20%,  and  Australia  to  10%; 
I'm  cutting  Great  Britain  and  Holland 
to  5%  each,  and  omitting  France. 

What  kind  of  scenarios  for  the 
world's  economies  do  I  envisage  for 
1975?  Why  have  I  changed  the  al- 
locations among  the  different  mar- 
kets? There  is  no  longer  any  doubt 
that  1975  will  see  the  most  wide- 
spread and  deepest  worldwide  reces- 
sion since  the  1930s.  However,  ques- 
tions abound,   and  I  do  not  hesitate 
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to  suggest  some  answers.  Will  there  be 
another  depression?  No!  Will  infla- 
tion be  licked?  No,  but  it  will  slow 
down  more  than  most  economists  are 
predicting.  Will  the  price  of  oil  come 
down?  Yes,  and  by  more  than  anyone 
dares  to  believe  at  the  moment.  Will 
there  be  another  Mideast  war?  Most 
likely,  yes.  And  it  just  might  involve 
an  eyeball-to-eyeball  confrontation  be- 
tween East  and  West.  Will  there  be  a 
major  financial  collapse,  say  Italy  or 
England  biting  the  dust?  No,  but  we'll 
probably  get  awfully  close  to  it.  Will 
strong  political  leadership  emerge 
anywhere  in  the  West?  Most  prob- 
ably not,  barring  a  miracle. 

The  net  eflect  of  these  pluses  and 
minuses  for  most  stock  markets  ought 
to  be  rather  positive.  Still,  selection 
among  markets  and  within  markets 
remains  crucial.  For  how  much  longer 
will  the  consumer  be  on  the  defensive, 
worldwide?  How  long  can  there  be  a 
boom  in  the  capital  goods  sector  as 
long  as  the  biggest  component  of  ul- 
timate demand— consumer  demand— is 
under  pressure? 

Most  readers  will  be  surprised  by 
my  giving  as  much  weight  to  Japan 
as  to  the  U.S.  in  a  world  portfolio. 
How  could  I?  Don't  I  know— as  every- 
one else  knows— that  Japan  is  about 
to  collapse  from  the  unbearable  bur- 
den of  higher  oil  prices;  that  her 
rate  of  inflation  is  astronomical;  that 
her  competitive  position  versus  other 
economies  is  being  eroded  by  rapidly 
rising  wage  costs,  if  not  totally  under- 
mined by  a  lack  of  natural  resources? 

The  Stronger  Economy 

On  the  other  hand,  Germany  does 
seem  to  be  a  more  obvious  place  to 
pat  one's  money.  It  was  the  first 
country  to  take  decisive  steps  to  halt 
inflation,  an  effort  that  has  been  rea- 
sonably successful.  It  can  reflate  its 
domestic  economy  without  fear  of 
causing  a  massive  outflow  of  money, 
or  offending  anyone  else  in  the  in- 
ternational financial  community. 

What  stocks  should  you  buy  in 
Germany?  Historically,  the  big  banks 
have  outperformed  the  overall  mar- 
ket in  the  latter  stages  of  a  bear  mar- 
ket and  the  early  stages  of  a  bull 
market.  That  is  approximately  where 
the    German    market    appears    to   be 


right  now.  Certainly  there's  no  better 
managed  bank  in  Germany,  and  per- 
haps anywhere,  than  Deutsche  Brink. 
As  a  result,  in  a  market  that  should 
do  well  in  1975,  Deutsche  Bank  stock 
should  be  an  outstanding  performer. 
Other  top  companies  deserving  con- 
sideration are  Schering,  the  country's 
top  independent  pharmaceutical  com- 
pany; and  Siemens,  one  of  the  world's 
leading  electrical  equipment  manu- 
facturers and  possibly  the  company 
with  (he  best  overall  management  in 
Germany. 

Selecting  stocks  in  Japan  is  a  bit 
more  difficult  than  in  Germany,  for 
the  simple  reason  that  there  are  more 
outstanding  publicly  owned  compa- 
nies. I  have  differed  and  continue  to 
differ  markedly  from  most  experts  in 
my  assessment  of  the  Japanese  eco- 
nomic outlook,  and  this  has  an  ob- 
vious bearing  on  my  security  selec- 
tion. I  do  think  that  Japan's  export 
boom  will  hold  up  and  that  her  trade 
surplus  will  be  well  in  excess  of  the 
$3  billion  to  $4  billion  generally  pro- 
jected for  1975.  In  turn,  this  will  mean 
that  Japan's  trading  partners  will  exert 
pressure  for  her  to  reflate  the  do- 
mestic economy.  Since  the  rate  of  in- 
flation is  already  in  the  process  of  slow- 
ing down,  the  government  will  indeed 
be  in  a  position  to  reflate  strongly 
in  the  course  of  1975. 

The  Tokyo  market  has  always  been 
highly  responsive  to  changes  in  mone- 
tary policy  and  I  do  not  expect  this 
time  around  to  be  an  exception. 
Which  are  the  best  stocks  to  own, 
given  this  scenario?  I  continue  to 
favor  housing  stocks,  such  as  Toto, 
and  Matsushita  Electric  Works,  even 
though  these  companies  may  have 
rough  going  for  another  six  or  nine 
months.  I  also  like  consumer-oriented 
stocks,  though  definitely  not  those 
heavily  dependent  on  durables.  This 
means  emphasis  on  such  outstanding 
retailers  as  Dai-ei  and  Alarm,  compa- 
nies whose  earnings  should  continue 
to  grow  at  better  than  20%  a  year  in 
the  foreseeable  future.  More  conserva- 
tive investments  are  the  leading  banks 
and  insurance  companies,  such  as 
Sumitomo  Bank  and  Tokio  Marine, 
both  giving  broadly  based  participa- 
tion in  the  Japanese  economy. 

In  summary,  I'm  convinced  that  a 
strong  emphasis  on  Japan  and  Ger- 
many in  a  worldwide  portfolio  will 
prove  rewarding.  Both  countries  have 
shown  a  surprising  ability  to  cope 
with  the  high  price  of  oil  and  to  man- 
age their  economies  successfully. 
Even  in  an  uncertain  worldwide  eco- 
nomic environment,  their  stock  mar- 
kets should  continue  to  do  well,  sim- 
ply because  corporate  earnings  will 
turn  up  sooner  and  more  substantial- 
ly than  in  most  other  economies.    ■ 
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Coal  may  be  the  fuel  of  the 
future.  MAPCO  sold  2.2 
million  tons  in  1973  and 
we're  now  building  to  meet 
announced  plans  to  more 
than  double  production 
again  by  1976. 

More  details  are  contained 
in  our  annual  report.  Write 
for  it. 
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1437  S   Boulder  Ave. 
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Trehds&Tangents 

(Continued  from  page  8) 

"debugger"  that  allows  a  layman  to 
learn  at  once  whether  he  is  being 
bugged  by  a  quick-and-easy-to-install 
wireless  radio  bug.  But  the  only  safe 
way  to  detect  microphones  and  wires 
hidden,  for  instance,  in  a  concrete 
wall  during  construction  is  still <  the 
drastic  one  of  demolition. 

Something  To  Chew  On 

In    today's    double-digit    inflation 
does    anything    still    sell    for    only    a 
penny?   Yes,   bubble-gum   balls.   And 
Akron's   Ford  Gum  &  Machine   Co 
which  will  make  about  2  billion  of 
them  this  year,  reports  that  they  are 
not  going  up  in  price,  although  they 
have  shrunk  somewhat  over  the  years 
In  1939  it  took  110  gumballs  to  make 
a  pound;  now  it  takes  180,  so  you  get 
two-thirds  the  product  that  your  mon- 
ey used  to  buy.  But  during  that  same 
35-year  period  the  consumer  price  in 
dex  rose  by  nearly  250%. 


Study  Still  Pays 

Does   it  pay   to   get   an   MBA?   A 
study  by  the  Association  of  Masters  of 
Business     Administration     Executives 
came   up   with   figures   showing   that 
the  average  MBA  who  graduated  and 
started    work    in    June    1974    earned 
$3,304  per  year  more  than  the  June 
1972  Bachelor  of  Arts  degree  recip- 
ient who  then  went  out  to  work  for 
two  years-and  that  despite  the  two 
raises  that  the  BA  may  have  received 
smce  graduation.   Salary  differentials 
ranged  from  $5,269  per  year  in  bank- 
ing   down    to    $2,068    per    year    in 
accounting. 


Busy  As  A...? 

With  sugar  prices  at  current  out- 
rageous levels,  it's  only  natural  for 
consumers  to  look  for  substitutes. 
Like  honey?  Unfortunately,  no.  The 
American  Bee  Journal  reports  that 
this  year's  crop  was  a  miserable  150 
million  pounds,  down  nearly  40$  from 
1973.  The  reason:  a  cold  spring  and 
dry  summer.  So  any  extra  supply 
would  have  to  come  from  abroad- 
which  really  stings  U.S.  beekeepers. 

Legal  Publicity 

Law  firms  can't  advertise.  But  rec- 
ognizing the  need  for  legal  aid  for 
the  poor,  the  American  Bar  Associa- 
tion now  allows  legal  services  offices 
to  publicize  the  public's  legal  rights, 
as  well  as  the  nature  and  availability 
of  legal  aid  services.  There's  a  catch 
though:  No  individual  attorneys  can 
be  extolled  or  even  identified  in  a 
publicity  campaign,  ■ 
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Consecutive  dividend 
payments  since  1909. 


AND  LIGHT  COMPANY 


INCREASED  QUARTERLY 

DIVIDEND 

of  460  per  common  share 

(Formerly  431/2C  per  share) 

A  quarterly  dividend  at  the  increased 
rate  of  46c  per  common  share  was  de- 
clared November  27,  1974.  and  will 
be  paid  February  7,  1975.  to  stock- 
holders of   record  January   3,   1975, 

Regular  quarterly  dividends  on  all 
preferred  stock  were  also  declared 
payable  January  1,  1975  to  holders 
of  record  December  6,   1974. 

Dwight  H  Swanson 
President  and  Chairman 
Des  Moines.  Iowa  50303 


TEXAS 


UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  29  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
January  2,  1975  to  share- 
holders of  record  at  the  close 
of  business  December  5. 
1974. 

R.  E.  FONVILLE 
Dallas,  Texas  Secretary 

November  15,  1974 


Principal  Subsidiaries 

Dallas  Power  &  light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc 


JETS 


BIO  and  ASK  activity 
on  moat  bu  iett  daily 


Omni's  Trading  Floor 

BE  SURE  .  .  .  (202)  331-8000 
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„  freedom  from  colds.  There 
i  simple,  easy,  do-it-yourself  cure 
•or  colds  that  I  discovered  all  by  my- 
self- deep  diaphragm  breathing.  Put 
Eur  hand  on  your  midriff  with  your 
thumb  on  your  belt  buckle.  Then 
breathe  so  that  your  hand  rises  and 
falls.   Keep   it   up   until   your   cold   is      Q    all^JAN  un^inc^^^ 

ItmaytakeanhoUrorr;J        JJ^  ^  ASSOC1AT,oN,  ^ 

'NCAgency.   J.  Walter  Thompson  Company 
AMERICAN    MUTUAL   INSURANCE  ^ 

COATeAncyESHaro1dCabot&Co:,.nc. 

AMERICAN   TELEPHONE   & 

TELEGRAPH   CO.    .       •  •  -    •  y>   ^  3 

Agency:   N.  W.  Ayer  ABH 
International 


maybe  all  day,  but  it  will  cure 
your  cold.  The  oxygen  we  breathe 
burns  the  food  we  eat  and,  as  a  re- 
sult, makes  us  warm. 

-Alma  S.  Jonson 

Rockford,  111. 


There  Is  A  Difference 

Sir-  In  your  story  about  Mr.  Uasey 
(Not;.  25),  president  of  American 
Airlines,  you  located  American  s  $40- 
million  flight  training  center  facility 
in  Dallas.  In  fact  it  is  in  Fort  Worth 
and  is  owned  by  Fort  Worth  and 
leased  to  American  Airlines. 

-Bayard  H.  Friedman 

President, 

The  Fort  Worth  National  Bank 

Fort  Worth,  Tex. 

Where's  The  Eight? 

Sir-  The  table  in  your  article  Bar- 
gains Aren't  Always  Bargains"  {Dec. 
1)  lists  Crown  Cork  &  Seals  number 
of  outstanding  shares  as  1.5  million. 
Actually,  it  is  18.5  million. 

-Harold  Steinman 
New  York,  N.Y. 
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BELL   HELICOPTER   COMPANY  41 

'"'  Agency:    Moneyhun  Advert.smg 


KNIGHT-RIDDER  NEWSPAPERS 

Agency:   Grey  Advertising  Inc. 

MANUFACTURERS   HANOVER 
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Agency:    Ogilvy  &  Mather  Inc. 
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DIVISION   OF   COMMERCE  3g 

THE    NORTHERN   TRUST  ^    Covef 

BAAgency:   Clinton  E.  Frank,  Inc. 
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No  Tax  Deferral 

Sir:    Re    the    item     Bond    Boom 
(Trends  6-  Tangents,  Nov.  25).   lne 
federal  income  tax  liability  on  Series  H 
bond-interest    may    not    be    deferred 
until  the  H  bonds  are  redeemed  or 
otherwise  disposed  of.  That  interest  is 
taxable    as    current    income    for    the 
year  in  which  it   is   received    When 
Series  E  bonds  are  exchanged  tor  ri 
bonds,  the  tax  liability  on  any  E-bond 
interest  applied  to  the  purchase  of  H    , 
bonds  may  be  deferred  until  the  H   | 
bond  is  redeemed  or  otherwise   dis- 

P°  _F.  Crawford  Smith 

Asst.  Director,  Public  Affairs, 

Dept.  of  the  Treasury 

Washington,  D.C. 

The  Real  Donkey 

Sir-  I  don't  mind  your  calling  the 
Democratic  Party  the  "donkey  party 
(Fact  ir  Comment,  Nov.  15)  as  long 
as  you  pin  the  tail  on  the  real  jackass 
in  today's  political  circus-the  Repub- 
lican Party. 

-Charles  H.  De  Mirjian 
Media,  Pa. 
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We  do  not  quite  forgive  a  giver. 
The  hand  that  feeds  us  is  in 
some  danger  of  being  bitten. 
Ralph  Waldo  Emerson 


Kindness  is  a  language  which 
the  deaf  and  the  blind  can  read. 
Mark  Twain 


True  generosity  is  a  duty  as 
indispensably  necessary  as  those 
imposed  on  us  by  law. 
Oliver  Goldsmith 


The  gift  of  a  bad  man 
can  bring  no  good. 
Euripides 


He  giveth  twice  that  giveth  quickly. 
Richard  Taverner 


Whoever  makes  great  presents 
expects  great  presents  in  return. 
Martial 


How  much  that  the  world 
calls  selfishness  is  only  generosity 
with  narrow  walls— a  too  exclusive 
solicitude  to  maintain  a  wife  in 
luxury,  or  make  one's  children  rich. 
Thomas  Higginson 


He  gives  not  best  who  gives  most; 
but  he  gives  most  who  gives  best. 
If  I  cannot  give  bountifully, 
yet  will  I  give  freely, 
and  what  I  want  in  my  hand, 
I  will  supply  by  my  heart. 
Arthur  Warwick 


Money  is  like  love; 

it  kills  slowly  and  painfully 

the  one  who  withholds  it,  and 

it  enlivens  the  other 

who  turns  it  upon  his  fellow  man. 

Kahlil  Girran 


Economy  is  half  the  battle  of  life; 
it  is  not  so  hard  to  earn  money 
as  to  spend  it  wisely. 
Charles  Spurgeon 


Becky  Sharp's  acute  remark 
that  it  is  not  difficult  to  be 
virtuous  on  ten  thousand  a  year 
has  its  applications  to  nations; 
and  it  is  futile  to  expect 
a  hungry  and  squalid  population 
to  be  anything  but  violent  and  gross. 
Thomas  H.  Huxley 


Credulity  is  the  man's  weakness, 
but  the  child's  strength. 

Ch\rles  Lamh 


Christmas  is  glorious. 

I  love  the  season, 

the  Spirit  of  Christmas. 

If  your  heart  is  in  the  right  place, 

it  affords  you  appropriate 

opportunity  to  do  things  for  others, 

to  express  your  good  will, 

to  let  yourself  go 

sentimentally,  philanthropically . 

The  Christmas  spirit  brings  home 

to  us— or  should  bring  home  to  us— 

the  profound  Biblical  truth  that: 

"It  is  more  blessed  to  give 

than  to  receive." 

Anything  that  inspires  unselfishness 

makes  for  our  ennoblement. 

Christmas  does  that. 

I  am  all  for  Christmas. 

B.C.  Forbes 


Two  kinds  of  gratitude; 

the  sudden  kind 

we  feel  for  what  we  take; 

the  larger  kind 

we  feel  for  what  we  give. 

Edwin  Arlington  Robinson 


A  cold  winter  clay 

with  the  sun  shining  is  better 

for  your  constitution 

than  the  hot  sands  of  Miami. 

William  Feathi  n 


We  rich  men  count  our  happiness 
to  lie  in  the  little  superfluities, 
not  in  necessities. 
Plutarch 


The  greatest  grace  of  a  gift, 
perhaps,  is  that  it  anticipates 
and  admits  of  no  return. 
Henry  Wadsworth  Longfellow 


It's  smart  to  do  your 
holiday  hinting  early. 
A «n old  Glasow 


An  extravagance  is  anything 
you  buy  that  is  of  no  earthly  use 
to  your  wife. 
Franklin  Pierce  Adams 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text 


Sent  in  by  David  Leiter,  Brooklyn,  N.Y. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts 
used . 


And  thou  shall   lake   no  gift:   for  flu 

gift  blindeth  the  wise,  and  perverteth 
the  word*  of  the  righteous. 
Exodus  23:8 
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